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UNITED STATESINTERNATIONAL TRADE COMMISSION

Investigations Nos. 701-TA-404 (Final) and 731-TA-898 and 905 (Final)
HOT ROLLED STEEL PRODUCTS FROM ARGENTINA AND SOUTH AFRICA

DETERMINATIONS

On the basis of the record* developed in the subject investigations, the United States International
Trade Commission determines, pursuant to sections 705(b) and 735(b) of the Tariff Act of 1930 (19
U.S.C. § 1671d(b) and 1673d(b)) (the Act), that an industry in the United States is materialy injured by
reason of imports from Argentina of hot rolled stedl products, provided for in subheadings 7208.10.15,
7208.10.30, 7208.10.60, 7208.25.30, 7208.25.60, 7208.26.00, 7208.27.00, 7208.36.00, 7208.37.00,
7208.38.00, 7208.39.00, 7208.40.60, 7208.53.00, 7208.54.00, 7208.90.00, 7211. 14.00, 7211.19.15,
7211.19.20, 7211.19.30, 7211.19.45, 7211.19.60, and 7211.19.75,2 of the Harmonized Tariff Schedule of
the United States (HTS), that have been found by the Department of Commerce to be subsidized by the
Government of Argentina and sold in the United States at |ess than fair value (LTFV).

The Commission aso determines, pursuant to section 735(b) of the Act (19 U.S.C. § 1673d(b)),
that an industry in the United States is materially injured by reason of imports from South Africa of hot
rolled stedl products, provided for in the HTS subheadings listed above, that have been found by the
Department of Commerce to be sold in the United Statesat LTFV.

BACKGROUND

The Commission ingtituted these investigations effective November 13, 2000, following receipt of
a petition filed with the Commission and Commerce on behaf of Bethlehem Stedl Corp.; Gallatin Stedl
Co.; IPSCO Sted, Inc.; LTV Steel Co., Inc., National Steel Corp.; Nucor Corp.; Steel Dynamics, Inc.;
U.S. Stedl Group of USX Corp.; Weirton Steel Corp; and the labor union representing the organized
workers a Weirton Steel Corp. known as the Independent Steelworkers Union. The final phase of the
investigations was scheduled by the Commission following notification of preliminary determinations by
Commerce that imports of hot rolled steel products from Argentina were being subsidized and sold at
LTFV within the meaning of sections 703(b) and 733(b) of the Act (19 U.S.C. § 1671b(b) and 1673b(b))
and that imports of hot rolled steel products from South Africawere being sold at LTFV within the
meaning of section 733(b) of the Act.. Notice of the scheduling of the Commission’s investigations and of
apublic hearing to be held in connection therewith was given by posting copies of the notice in the Office
of the Secretary, U.S. Internationa Trade Commission, Washington, DC, and by publishing the notice in
the Federal Register of May 10, 2001 (66 FR 23950). The hearing was held in Washington, DC, on July
17, 2001, and al persons who requested the opportunity were permitted to appear in person or by counsd.

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

2 Certain hot-rolled flat-rolled carbon-quality steel covered by these investigations, including vacuum degassed
fully stabilized, high strength low alloy, and the substrate for motor lamination steel, may also enter under the
following tariff numbers: 7225.11.00, 7225.19.00, 7225.30.30, 7225.30.70, 7225.40.70, 7225.99.00, 7226.11.10, 7226.11.90,
7226.19.10, 7226.19.90, 7226.91.50, 7226.91.70, 7226.91.80, and 7226.99.00. Subject merchandise may also enter under
7210.70.30, 7210.90.90, 7211.14.00, 7212.40.10, 7212.40.50, and 7212.50.00.



The Commission transmitted its determinations in these investigations to the Secretary of
Commerce on August 27, 2001. The views of the Commission are contained in USITC Publication 3446
(August 2001), entitled “Hot Rolled Steel Products from Argentina and South Africac Investigation No.
701-TA-404 (Final) and Investigations Nos. 731-TA-898 and 905 (Final).”



VIEWS OF THE COMMISSION

Based on the record in these final investigations, we determine that an industry in the United
States is materialy injured by reason of imports of hot-rolled steel products from Argentina that are
subsidized and by reason of imports of hot-rolled steel products from Argentina and South Africa that the
U.S. Department of Commerce (“Commerce”’) has determined to be sold in the United States at |ess than
fair value (“LTFV").2

. DOMESTIC LIKE PRODUCT AND INDUSTRY

A. In General

To determine whether an industry in the United States is materialy injured or threstened with
materia 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 a domestic 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 is like, or in the absence of like, most similar in characteristics and uses
with, the article subject to an investigation.”#

The decision regarding the appropriate domestic like product(s) in an investigation is a factua
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 factorsit 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.”

! The petitions regarding subsidized imports from Argentinaand L TFV imports from Argentinaand South Africa
were filed on the same day as petitions regarding subsidized imports from India, Indonesia, South Africa, and
Thailand, and LTFV imports from China, India, Indonesia, Kazakhstan, Netherlands, Romania, Taiwan, Thailand, and
Ukraine. CR at I-1-1-2, PR at I-1-1-2. Commerce has not yet issued itsfinal determinationsin the remaining
investigations. CR at I-3, PR at |-3.

2 19U.SC. § 1677(4)(A).
3 d.
4 19U.SC. § 1677(10).

® See. e.q., 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’|
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 factors
including: (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).

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

" Nippon Steel, 19 CIT at 455; Torrington, 747 F. Supp. at 748-49; see also S. Rep. No. 96-249, at 90-91 (1979)
(Congress has indicated that the like product standard should not be interpreted in “such anarrow fashion as to
permit minor differencesin physical characteristics or usesto lead to the conclusion that the product and article are

(continued...)




Although the Commission must accept the determination of Commerce as to the scope of the imported
merchandise that has been found to be subsidized or sold at less than fair value, the Commission
determines what domestic product is like the imported articles Commerce has identified.®

B. Product Description

Initsfinal determinations, Commerce defined the imported merchandise within the scope of these
investigations as:

certain HRS [hot-rolled steel] of arectangular shape, of awidth of 0.5 inch or greater, neither
clad, plated, nor coated with metal and whether or not painted, varnished, or coated with plastics
or other non-metallic substances, in coils (whether or not in successively superimposed layers),
regardless of thickness, and in straight length, of a thickness of less than 4.75 mm and of awidth
measuring at least 10 times the thickness. Universa mill plate (i.e., flat-rolled products rolled on
four faces or in a closed box pass, of awidth exceeding 150 mm, but not exceeding 1250 mm, and
of athickness of not less than 4.0 mm, not in coils and without patterns in relief) of a thickness
not less than 4.0 mm is not included within the scope of this investigation.

Specificaly included within the scope are vacuum degassed, fully stabilized (commonly referred
to asinterstitial-free (IF)) steels, high strength low alloy (HSLA) steels, and the substrate for
motor lamination steels. IF stedls are recognized as low carbon steels with micro-alloying levels of
elements such as titanium or niobium (also commonly referred to as columbium), or both, added to
stabilize carbon and nitrogen elements. HSLA stedls are recognized as steels with micro-alloying
levels of eements such as chromium, copper, niobium, vanadium, and molybdenum. The substrate
for motor lamination steels contains micro-alloying levels of elements such as silicon and
auminum.

Stedl products to be included in the scope of this investigation, regardless of definitions in the
Harmonized Tariff Schedule of the United States (HTSUS), are products in which: (i) Iron
predominates, by weight, over each of the other contained elements; (ii) the carbon content is 2
percent or less, by weight; and (iii) none of the elements listed below exceeds the quantity, by
weight, respectively indicated:

1.80 percent of manganese, or
2.25 percent of slicon, or

1.00 percent of copper, or
0.50 percent of auminum, or
1.25 percent of chromium, or
0.30 percent of cobalt, or

7 (...continued)
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.”).

8 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).




0.40 percent of lead, or

1.25 percent of nickel, or

0.30 percent of tungsten, or
0.10 percent of molybdenum, or
0.10 percent of niobium, or
0.15 percent of vanadium, or
0.15 percent of zirconium.

All products that meet the physical and chemica description provided above are within the scope
of thisinvestigation unless otherwise excluded. The following products, by way of example, are
outside or specifically excluded from the scope:

. Alloy hot-rolled stedl products in which at least one of the chemica elements exceeds
those listed above (including, e.g., American Society for Testing and Materials (ASTM)
specifications A543, A387, A514, A517, A506).

. Society of Automotive Engineers (SAE)/American Iron & Stedl Ingtitute (AlSI) grades
of series 2300 and higher.

. Ball bearing stedls, as defined in the HTSUS.

. Tool stedls, as defined in the HTSUS.

. Silico-manganese (as defined in the HTSUS) or silicon electrical steel with asilicon level
exceeding 2.25 percent.

. ASTM specifications A710 and A736.

. USS abrasion-resistant steels (USS AR 400, USS AR 500).

. All products (proprietary or otherwise) based on an aloy ASTM specification (sample
specifications: ASTM A506, A507).

. Non-rectangular shapes, not in coils, which are the result of having been processed by

cutting or stamping and which have assumed the character of articles or products
classified outside chapter 72 of the HTSUS.

The merchandise subject to thisinvestigation is classified in the HTSUS at subheadings:
7208.10.15.00, 7208.10.30.00, 7208.10.60.00, 7208.25.30.00, 7208.25.60.00, 7208.26.00.30,
7208.26.00.60, 7208.27.00.30, 7208.27.00.60, 7208.36.00.30, 7208.36.00.60, 7208.37.00.30,
7208.37.00.60, 7208.38.00.15, 7208.38.00.30, 7208.38.00.90, 7208.39.00.15, 7208.39.00.30,
7208.39.00.90, 7208.40.60.30, 7208.40.60.60, 7208.53.00.00, 7208.54.00.00, 7208.90.00.00,
7211.14.00.90, 7211.19.15.00, 7211.19.20.00, 7211.19.30.00, 7211.19.45.00, 7211.19.60.00,
7211.19.75.30, 7211.19.75.60, and 7211.19.75.90. Certain hot-rolled carbon stedl flat products
covered by this investigation, including vacuum degassed fully stabilized, high strength low dloy,
and the substrate for motor lamination steel may aso enter under the following tariff classification
numbers; 7225.11.00.00, 7225.19.00.00, 7225.30.30.50, 7225.30.70.00, 7225.40.70.00,
7225.99.00.90, 7226.11.10.00, 7226.11.90.30, 7226.11.90.60, 7226.19.10.00, 7226.19.90.00,
7226.91.50.00, 7226.91.70.00, 7226.91.80.00, and 7226.99.00.00. Subject merchandise may also
enter under 7210.70.30.00, 7210.90.90.00, 7211.14.00.30, 7212.40.10.00, 7212.40.50.00, and
7212.50.00.00.°

° 66 Fed. Reg. 37,001 (July 16, 2001). Although the HTS subheadings are provided for convenience and U.S.
Customs purposes, Commerce’ swritten description of the merchandise under investigation is dispositive.

5



C. Domestic L ike Product

In the preliminary phase of these investigations the Commission found a single domestic like
product consisting of al domestically-produced hot-rolled stedl, including those steels with dightly elevated
levels of microdloying dements.’® No party has challenged the Commission’s domestic like product
determination in the final phase of these investigations and no new evidence has been obtained that would
call into question the Commission’s reasoning in the preliminary determinations.!! Based on the record in
these investigations, we determine that there is one domestic like product consisting of all hot-rolled steel
products corresponding to the scope for the reasons stated in the preliminary determination.

D. Domestic I ndustry

Section 771(4) of the Act defines the relevant industry as “the producers as a [w]hole of a
domestic like product, or those producers whose collective output of a domestic like product constitutes
the major proportion of that product.”*? In defining the domestic industry, the Commission’s genera
practice has been to include in the industry al of the domestic production of the like product, whether toll-
produced, captively consumed, or sold in the domestic merchant market.** Based on our definition of the
like product, we find that the domestic industry consists of all domestic producers of hot-rolled sted!.

E. Related Parties

We must further determine whether any producer of the domestic like product should be excluded
from the domestic industry pursuant to section 771(4)(B) of the Act. 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 importers.*
Exclusion of such a producer is within the Commission’s discretion based upon the facts presented in
each case.’®

10 Hot-Rolled Steel Products from Argentina, China, India, Indonesia, Kazakhstan, Netherlands, Romania, South
Africa, Taiwan, Thailand, and Ukraine, Inv. Nos. 701-TA-404-408 (Preliminary) and 731-TA-898-908 (Preliminary),
USITC Pub. 3381 (Jan. 2001) at 4 (“ Hot-Rolled Preliminary”).

1 Inits posthearing submission, Dutch respondent argued that battery-quality hot band (“BQHB”) is“so
specialized a product that it should quality [sic] for separate ‘like product’ consideration by the Commission.” Dutch
Respondent’ s Posthearing Brief at Exh. U, p.6 n.2. We did not take this brief discussion to indicate that Dutch
respondent wasin fact urging the Commission to treat BQHB as a separate like product. In any case, Dutch
respondent also argued that there is no domestic production of BQHB, Dutch Respondent’ s Posthearing Brief at
Exh. U, p.6-7. Sincethe statute requires usto identify the most similar product if there is no domestic product “like”
the subject imports, we would find hot-rolled steel to be the product most like BQHB.

12 19U.SC. § 1677(4)(A).

13 See United States Steel Group v. United States, 873 F. Supp. 673, 681-84 (CIT 1994), &ff’d, 96 F.3d 1352 (Fed. Cir.
1996).

14 19U.SC. § 1677(4)(B).

5 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’l| Trade 1987). The primary factors
the Commission has examined in deciding whether appropriate circumstances exist to exclude the related parties

(continued...)




In the preliminary phase of these investigations, the Commission determined not to exclude *** .16
*** jg*** which is affiliated with *** .17 *** |5 owned by *** .18

*** has never imported subject merchandise. It accounted for *** percent of reported total
domestic production in 2000 and ***.1° Its financia performance has been *** throughout the period of
investigation (“POI”, from January 1998 through March 2001), and there is no evidence of any benefit to
*** from its relationship with the *** 20

*** accounted for *** percent of total domestic production in 2000.2*  Its financia performance
has been *** throughout the POI .22 *** 23 *** nyrchases from 1998-2000 of subject merchandise were
equivalent to *** percent of its production during those years.?* Imports from *** affiliated subject
producer in *** consisted of products which *** does not market or sell in the same channels of
digtribution as its own prime domestically-produced hot-rolled stedl.?

The Commission has aso concluded that a domestic producer that does not itself import subject
merchandise, or does not share a corporate affiliation with an importer, may nonetheless be deemed a
related party if it controls large volumes of imports. The Commission has found such control to exist
where the domestic producer was responsible for a predominant proportion of an importer's purchases
and the importer's purchases were substantial .26 *** purchased *** short tons of subject imports form

15 (...continued)
include: (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-visthe rest of the industry, i.e., whether inclusion or
exclusion of therelated party will skew the datafor therest of theindustry. See, e.q., 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 shipmentsto 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, Inv. Nos. 731-TA-741-743 (Final), USITC Pub. 3016
(Feb. 1997) &t 14, n.81.

16 USITC Pub. 3381 at 6. The Commission considered, but was unable to resolve, whether Trico was arelated
party by virtue of its ownership by athird party who also owned a subject foreign producer. USITC Pub. 3381 at 5-6.
Trico has ceased production and F***. CRat I11-1n.1, PRat I11-1n.1.

Y CRat Tablelll-1, PR at Tablelll-1.

18 CRat Tablelll-1, PRat Tablell1-1; ***. *** also purchased subject importsfrom ***, CR at Tablell1-8, PR at
Tablelll-8.

19 CRat Tablelll-1, PR at Tablell1-1.

2 CRat TableVI-6, PR a Table VI-6.

2l CRat Tablelll-1, PR at Tablelll-1.

2 CRat Tableslll-1and VI-6, PR at Tables111-1 and VI-6.

3 CRat Tablelll-1, PRat Tablelll-1.

2% CRat Tablelll-8, PR at Table11-8; Producer Questionnaire of ***at Question 11-9.

25 k%

% See, eg., Certain Cut-to-L ength Steel Plate from the Czech Republic, France, India, Indonesia, Italy, Japan,
Korea, and Macedonia, Inv. Nos. 701-TA-387-392 and 731-TA-815-822 (Preliminary), USITC Pub. 3181 at 12 (April
(continued...)




Tawan in 1998.27 It is unclear whether the purchases would result in direct or indirect control of any
importer or exporter of subject imports from Taiwan.

*** gocounted for *** percent of total domestic production in 2000, it *** the petitions, and its
financial performance has been ***.28 *** purchase of subject merchandise from Taiwan in 1998 was
equivaent to *** percent of its production that year.2® The *** 30

Petitioners acknowledge the existence of related parties but argue that appropriate circumstances
do not exist to exclude any related party producer from the domestic industry.! No respondent has
argued for the exclusion of any producer on related party grounds. Based on the evidence in the final
phase of these investigations, we determine that appropriate circumstances do not exist to exclude any
producer from the domestic industry as arelated party.

I. NEGLIGIBILITY

A. In General

The gtatute provides that imports from a subject country corresponding to a domestic like product
that account for less than three percent of total imports 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®? However, if the aggregate volume from all countries whose imports individualy are below
three percent exceeds seven percent, imports from those countries shall not be deemed negligible*® By
operation of law, afinding of negligibility terminates the Commission’s investigations with respect to such
imports.3* The Commission is authorized to make “reasonable estimates on the basis of available
datigtics’ of pertinent import levels for purposes of deciding negligibility.=®

The statute also provides that different standards are to be used when determining negligibility in
countervailing duty investigations of subject imports from countries designated by the United States Trade
Representative (“USTR”) as “developing countries.”3¢  Subsidized imports from developing countries shall

% (...continued
1999);( Certain Bra)ke Drums and Rotors from China, Inv. No. 731-TA-744 (Final), USITC Pub. 3035 at 10 n.50 (April
1997).

27 CRat Tablelll-8, PR at Tablelll-8.

% CRat TablesllI-1and VI-6, PR at Tables11-1 and VI-6.

% CRat Tablelll-8, PR at Tablel11-8; Producer Questionnaire of *** at Question 11-9.

% CRaIV-5IV-6,PRa IV-1.

31 Posthearing Brief of Bethlehem Steel Corporation, LTV Steel Company, Inc., National Steel Corporation, and
United States Steel LLC (“Bethlehem Posthearing Brief”) at Exh. 1, Answersto Written Questions at 7-9.

2 19 U.S.C. § 1677(24)(A)()(1).
® 19U.SC. § 1677(24(A)(ii).
% 19U.SC. § 1671b(a)(1), 19 U.SC. § 16730(a)(1).

% 19U.SC. § 1677(24)(C); see also The Uruguay Round Agreements Act, Statement of Administrative Action,
H.R. Doc. No. 103-316, Val. 1 at 856 (1994) (“SAA™).

% 19U.SC. § 1677(24)(B).




not be deemed negligible if they exceed four percent of total imports, or if the aggregate volumes from the
severa developing countries with individually negligible imports exceed nine percent of total imports.3’

B. The Antidumping Duty I nvestigations

Of the eleven countries subject to antidumping duty investigations, five are individually a
negligible levels as determined by their respective shares of total imports for the 12 months preceding the
filing of the petition: Argentina, at 1.74 percent; Kazakhstan, at 2.78 percent; South Africa, a 2.26
percent; Thailand, at 2.40 percent; and Ukraine, at 2.65 percent.®® However, the sum of the shares of
these countries, at 11.83 percent, exceeds the seven percent aggregate share for negligibility set by
statute.®® Therefore, asin our preliminary determination, we find subject imports from none of these
countries to be negligible for purposes of the antidumping duty investigations.

C. The Countervailing Duty | nvestigations

Of the five countries subject to countervailing duty investigations, four are individualy at negligible
levels as determined by their respective shares of total imports: Argenting, at 1.74 percent; Indonesia, at
3.97 percent; South Africa, at 2.26 percent; and Thailand, at 2.40 percent.*® 41 The sum of these shares,
at 10.37 percent, exceeds the nine percent aggregate limit for negligibility for developing countries
prescribed by statute. Therefore, we find subject imports from none of these countries to be negligible for
purposes of the countervailing duty investigations.

. CUMULATION

A. In General

% 19U.SC. § 1677(24)(B).
® CRa V-6, PRa IV-5.
® 19 U.SC. § 1677(24)(A)(ii).

“ CRat V-6, PRat I1V-5. Each of the four negligible countries with individually negligible levels of imports has
been designated as a devel oping country by USTR and is therefore subject to the higher negligibility limits
prescribed in 19 U.S.C. 8 1677(24)(B). 63 Fed. Reg. 29,945 (June 2, 1998). In our preliminary determination, we
considered the argument presented by the Thai respondents concerning whether the higher negligibility limits
prescribed in 19 U.S.C. § 1677(24)(B) should in fact be applied to countries designated as “least developed” rather
than “developing,” such asIndonesia. Hot-Rolled Preliminary at 7 n.40. We found in the course of our preliminary
determination that USTR'’ s designation clearly indicated that Indonesia should be treated as a devel oping country
for purposes of determining which negligibility threshold applies. 1d. We therefore apply the higher negligibility
standard in determining that subject imports from Indonesia subject to the countervailing duty investigations are
individually negligible.

4 Respondents from South Africaand Thailand have argued that, even if the higher, four percent threshold is
applied, subject imports from Indonesia are not negligible. Tr. at 246-47, 280 (Ms. Mowry); Iscor Prehearing Brief at
7; Thai Respondent’s Prehearing Brief at 4. Respondents do not dispute the figures used to calculate Indonesia’ s
share of total imports, but rather argue that, if the Commission’ stypical typesetting format were followed,
Indonesia s share would appear as“4.0 percent.” 1d. Wereject thisargument. The statute defines subject imports
asindividually “negligible” if such imports “account for less than 4 percent.” 19 U.S.C. § 1677(24)(A)(i) and (B).
Indonesia’ s share of total imports, at 3.97 percent, isindividually negligible under the statute.
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For purposes of evaluating the volume and price effects for a determination of materia injury by
reason of the subject imports, section 771(7)(G)(i) of the Act requires the Commission to assess
cumulatively the volume and effect of imports of the subject merchandise from al 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 products in 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:

(@] 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 sell in the same geographic markets of subject
imports from different countries and the domestic like product;

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

4 whether the subject imports are simultaneoudly present in the market.*

While no single factor is necessarily determinative, and the list of factors is 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.*®

B. Analysis

The petitions in the investigations of Argentina and South Africa were filed on the same day as
those of China, India, Indonesia, Kazakhstan, Netherlands, Romania, Taiwan, Thailand, and Ukraine.*’
Based on the record in these find investigations, we find that there is a reasonable overlap of competition
among imports from each of the subject countries and between subject imports and the domestic like
product.

42 19U.SC. 8 1677(7)(G)(i).

4 The Uruguay Round Agreements Act (URAA) Statement of Administrative Action (“ SAA”) expressly states
that “the new section will not affect current Commission practice under which the statutory requirement is satisfied if
there is areasonable overlap of competition.” SAA, H.R. Rep. 316, 103d Cong., 2d Sess. at 848 (1994), citing,
Fundicao Tupy, S.A. v. United States, 678 F. Supp. 898, 902 (Ct. Int'| Trade 1988), aff’d, 859 F.2d 915 (Fed. Cir. 1988).

4 See Certain Cast-1ron Pipe Fittings from Brazil, the Republic of Korea, and Taiwan, Invs. Nos.
731-TA-278-280 (Find), USITC Pub. 1845 (May 1986), aff'd, Fundicao Tupy, S.A. v. United States, 678 F. Supp. 898
(Ct. Int'l Trade), &ff'd, 859 F.2d 915 (Fed. Cir. 1988).

“ See, e.q., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int’| Trade 1989).

4 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. v. United States, 937 F. Supp. 910, 916 (Ct. Int’|
Trade 1996); Wieland Werke, 718 F. Supp. at 52 (“ Completely overlapping markets are not required.”).

4 CRa I-1-1-2, PRI-1-1-2.
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1. Fungibility

Based on the evidence in the record, there appears to be at least a moderate level of
substitutability between domestic and imported hot-rolled steel products and among subject imports.
Domestic producers find a high degree of interchangeability between the domestic like product and
subject imports, with *** percent of producers saying that the domestic like product and subject imports
are “adways’ interchangeable.®® Importers adso find a*** of fungibility.*® Purchasers generally agreed
that imported and domestically-produced steel are used in the same applications, specifically identifying
product from Argenting, India, the Netherlands, Romania, Taiwan, and Thailand as being used in the same
applications as the domestic like product.>® Most purchasers do not believe that differencesin quality
between domestically-produced and imported steel are so significant that the market should be considered
segmented.®* *** said that steel from dl sources must meet minimum standards and though some
differences are apparent, steel from all sourcesis suitable for most applications.>? *** specificdly
identified product from India, Kazakhstan, Romania, and South Africa as being considered lower quality.>?

South African respondent Saldanha argues that subject imports from South Africa should not be
cumulated because those imports consist of thin and ultra-thin gauge hot-rolled steel. Over the entire
period of investigation, hot-rolled sted of more conventiona thicknesses accounted for *** percent of
subject imports from South Africa®* thin and ultra-thin gauge hot-rolled steel have accounted for *** of
subject imports from South Africa***.5° Furthermore, the record indicates that thin and ultra-thin steel
are domesticaly produced and imported. At least *** produce steel of thicknesses less than 1.9 mm,
including stedls of thicknesses less than 1.6 mm.>¢ Thin or ultra-thin steels also are among the subject
imports from *** 57

Dutch respondent Corus argues that subject imports from the Netherlands consist of niche
products which do not overlap with the domestic like product. According to Dutch respondent, ***
percent of subject imports from the Netherlands consists of thin and ultra-thin gauge hot-rolled stedl; ***
percent consists of BQHB stedl; and *** percent consists of ***.58 We have noted above the presence
of thin and ultra-thin gauged hot-rolled steel among both subject imports and the domestic like product.

“ Prehearing Brief of Bethlehem Steel Corporation, LTV Steel Company, Inc., National Steel Corporation, and
United States Steel LLC (“Bethlehem Prehearing Brief”) at 8.

4 Bethlehem Prehearing Brief at 8.
% CRatll-17, PRat 11-11.

51 CRat11-16, PR at I1-11.

2 CRat I1-16-11-17, PR at I1-11.

% CRatll-17, PRat 11-11.

54 Bethlehem Prehearing Brief at 9.
%5 Saldanha Posthearing Brief at 1.

% Bethlehem Posthearing Brief at Exh. 1, Answersto Written Questions at 1; Gallatin Posthearing Brief at
Answers to Questions, p.A-24.

57 %% %

%8 Dutch Respondent’ s Posthearing Brief at Exh. U, pp. 5 and 11-12.
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The record does indicate, however, that ***.5° ***_ Nonetheless, the record indicates that *** of subject
imports from the Netherlands are of products fungible with the domestic like product and with other
subject imports.®°

Respondents from Kazakhstan, Ukraine, and Romania argue that subject imports from their
respective countries are not fungible because of quality differences. Despite acknowledged quality
differences, most responding purchasers agreed that steel from all sources was interchangeable.®*

Thai respondents argue that subject imports from Thailand are not fungible because the subject
imports sold to two end users were not fungible with other subject imports or with the domestic like
product.®? However, both of those end users purchased or qualified for purchase hot-rolled steel from
domestic producers and other foreign producers.®®

2. Geogr aphic Overlap

The domestic like product is marketed and sold throughout the entire U.S. market.5* A mgjority
of the subject imports from seven of the 11 subject countries entered through the Gulf region during the
POI. At least one-quarter of all subject imports from all 11 countries except the Netherlands entered the
U.S. market through the Gulf region during the POI. Over three-quarters of al subject import volume
from the Netherlands entered the U.S. market through the Gresat Lakes region during the POI, as did at
least 30 percent of the subject imports from Kazakhstan, Romania, and Ukraine. Some portion of subject
imports from most countries entered every region at some point during the POI. Most of the exceptions
concerned the West region. No subject imports from Kazakhstan, Romania, or Ukraine entered the West
region during the POI. Very low levels of subject imports from Thailand entered the Great Lakes region,
while very low levels of subject imports from Ukraine entered the East region and very low levels of
subject imports from the Netherlands entered through the West region.®®

3. Channels of Distribution

Approximately two-thirds of U.S. producers' total shipments of hot-rolled steel in 2000 were
consumed internally or transferred to related affiliates for further processing.®® Sightly more than haf of
al commercia shipments of the domestic like product were sold to distributors, processors, or service
centersin 2000.%” Manufacturers of tubular products accounted for 21.4 percent of commercial

% Bethlehem Posthearing Brief at Exh.1, Answersto Written Questions at 4.

8 The identified specialized products account for *** percent of subject imports from the Netherlands. Dutch
Respondent’ s Posthearing Brief at Exh. U, pp. 5and 11-12.

8 CRatll-17, PR at 11-11.

2 Thai Prehearing Brief at 11-14. One of the clients purchased ***.
8 Thai Prehearing Brief at 12-14.

& CRa IV-7,PRat IV-6.

® CRa TablelV-3, PRat TableIV-3.

% CRat1-12, PRt I-10.

5 CRat Tablel-1, PRat Tablel-1.



shipments of the domestic like product in 2000, cold-rolled sheet converters accounted for 2.9 percent of
shipments, and other end users accounted for the remaining 22.0 percent of shipments.5®

Approximately two-thirds of all commercia shipments of subject imports went to distributors,
processors, or service centers.5® Manufacturers of tubular products purchased 22.3 percent of subject
imports, cold-rolled sheet converters purchased 2.8 percent, and other end users purchased the remaining
7.6 percent.”® Salesto distributors, processors, or service centers accounted for 99.8 percent of dl sales
of subject imports from Argentina and for *** percent of all sales of subject imports from Kazakhstan,
while *** percent of al sales of subject imports from Ukraine were to manufacturers of tubular
products.” Only subject imports from China and South Africawere sold to cold-rolled sheet converters
in any notable volume.”

Respondents from the Netherlands and Thailand challenge cumulation on the grounds that their
products travel in different channels of distribution than other subject imports or the domestic like product.
However, the record indicates that approximately *** of subject imports from each of those two countries
were sold to distributors, processors, or service centers, as were the mgjority of al domestic commercial
shipments and the mgjority of al other subject imports.”® Respondents from the Netherlands and Thailand
attempt to distinguish their service center and distributor sales on the grounds that they know who the final
purchaser of those imports will be.”* However, the record indicates that a significant portion of all subject
imports are prepared for aknown final consumer even when distributors or service centers may be
involved in the transaction.”™ 7®

4, Simultaneous Presence

The domestic like product was available throughout the POI. With the exception of subject
imports from Argentinain 1998, subject imports from every country entered the U.S. market in every
year of the POI.”” No subject imports from Argentina entered the U.S. market in 1998, but they did enter
the U.S. market in 12 months of 1999, 11 months of 2000, and two of three months in interim 2001.78
Only subject imports from Indonesia entered the U.S. market in less than 10 of 12 months in 2000, and

% CRat Tablel-1, PRat Tablel-1.

8 CRat Tablel-1, PR at Tablel-1.

™ CRat Tablel-1, PRat Tablel-1.

I CRat Tablel-1, PR at Tablel-1.

2 CRat Tablel-1, PR at TableI-1.

 CRat Tablel-1, PRat Tablel-1.

™ Dutch Respondent’ s Prehearing Brief at 5; Thai Respondents’ Posthearing Brief at 9-10.
 CRatl1-18, PR at 1112-; Tr. at 301-02 (Mr. Macready).

6 Only subject imports from *** were sold *** to end users. CR at Table|-1, PR at Tablel-1. However,
purchasers of subject imports from *** also purchased subject imports from ***. Purchaser Questionnaires of ***.
Questionnaires were received from ***. Foreign Producer Questionnaires of ***.

" CRat TablelV-4, PR a TableV-4.
® CRat TablelV-4, PR a TableIV-4.
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subject imports from every country entered the U.S. market in at least as many, if not more, monthsin
2000 than in 1998.7°

5. Conclusion

On balance, we find that there is a reasonable overlap of competition among the subject
merchandise from all 11 countries and between subject imports and the domestic product. With respect
to fungibility, we note that some quality differences and differences in product mix exist among the
subject imports and between the subject imports and the domestic like product. However, the record
indicates that there is general interchangeability between subject imports and between subject imports and
the domestic like product, and that subject imports from every country contain a substantial proportion of
interchangeable products.

Similarly, we note the presence of some variation in the other factors. However, the standard is
whether there is a reasonable overlap of competition, and subject imports from most countries had some
presence in most or dl regions of the United States, were present throughout most of the POI, and most
especidly in the latter portion of the POI, and moved in similar channdls of distribution. Consequently, we
cumulate subject imports from all subject countries for the purpose of analyzing whether the domestic
industry is materially injured by reason of subject imports from Argentina and South Africa

V. MATERIAL INJURY BY REASON OF SUBSIDIZED AND LTFV IMPORTS

In the final phase of the countervailing and antidumping duty investigations, the Commission
determines whether an industry in the United States is materially 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 operations8! The statute defines “materia injury”
as “harm which is not inconsequentia, immaterial, or unimportant.”8? In ng whether the domestic
industry is materidly 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 all 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 the domestic industry is materialy injured by
reason of subject imports.

7 CRat TableIV-4, PR a Table [V-4.
® 19U.S.C. § 1673d(b).

8 19U.S.C. 8§ 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the
determination” but shall “identify each [such] factor . . . [a]nd explain in full its relevance to the determination.”
19U.SC. 81677(7)(B). Seealso, Angus Chemical Co. v. United States, 140 F.3d 1478 (Fed. Cir. 1998).

8 19U.SC. § 1677(7)(A).
& 19 U.SC. § 1677(7)(C)(iii).
84 m
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A. Conditions of Competition

The following conditions of competition are pertinent to our andysisin these investigations.
1. Captive Production?® 8
Approximately two-thirds of domestic production of hot-rolled stedl is captively consumed or
transferred to related parties for downstream processing.®” Accordingly, we find that the threshold
provision of the captive production provision is met, as domestic producers internaly transfer significant
production and sdll significant production in the merchant market.88

We find the first statutory criterion is met. The record evidence indicates that virtually all

8 Commissioner Bragg does not joinin Section 1V.A.1 of these Views. Commissioner Bragg determinesthat the
captive production provision of the statuteis not applicablein these investigations. She agreesthat the threshold
criterion of the provision is satisfied, given that significant production of the domestic like product is both internally
transferred and sold in the merchant market. However, with respect to the first statutory criterion of the provision,
the record indicates that there is significant overlap in the types of hot-rolled steel internally transferred and sold in
the merchant market. Fifteen of 16 domestic producersindicated that hot-rolled steel products from other producers
could be used in the responding domestic producers’ internal operations, and seven of the 16 had used, or at least
qualified for use, hot-rolled steel products from other suppliers. CR at 111-9; PR at I11-7. In addition, ***. CR at
[11-11; PR at 111-7. Commissioner Bragg therefore finds that the first statutory criterion is not satisfied. Accordingly,
she determines that the captive production provision does not apply in these investigations. Commissioner Bragg
notes, however, that, within her discretion, she considers the volume of captive production as a condition of
competition. Commissioner Bragg begins her analysis with an examination of the domestic industry and the
domestic market asawhole. Shethen considers whether an evaluation of the merchant market conforms with her
evaluation of the domestic industry and the domestic market asawhole. She findsthat the domestic industry is
materially injured by reason of subject imports by reason of her analysis of both the domestic industry and domestic
market as awhole, aswell as the merchant market data.

8 Commissioner Devaney concursin this determination. At thistime, Commissioner Devaney does not adopt a
position as to the appropriate method of analysis regarding the captive production provision.

8 CRat1-12,PRat I-10.
8 The captive production provision, 19 U.S.C. § 1677(7)(C)(iv), provides:

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

(1) the domestic like product produced that isinternally 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.
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internally-transferred hot-rolled sted isin fact processed into downstream articles by the producer or a
related party. Fifteen of the sixteen producers who reported information on internal consumption
responded that al of the hot-rolled steel products transferred for further processing were in fact
processed into a downstream product.®® The one domestic producer that did not in fact process al its
internally-transferred sted was referring ***.%° Thus al internaly-transferred hot-rolled sted wasin
fact converted into downstream product and did not enter the merchant market.

We find the second statutory criterion is met. Hot-rolled steel typically accounts for *** for cold-
rolled and coated products.®*

We aso find the third statutory criterion is met. Between January 1998 and March 2001,
domestic producers internally transferred 128.6 million short tons of hot-rolled steel and converted 85.7
percent into cold-rolled sted.®?> Between January 1998 and March 2001 the domestic industry sold 68.2
million short tons of hot-rolled steel in the merchant market, and only 1.8 million short tons, or 2.6
percent, were sold directly to producers of cold-rolled sted.®® Between January 1998 and March 2001
the domestic industry transferred 11.1 million short tons of hot-rolled steel to related parties for additiona
downstream processing, and 8.1 million short tons, or 73.1 percent, were converted into cold-rolled
sted.®* If al related party transfers were treated as merchant market sales, 9.9 million short tons out of
79.3 million short tons of tota transfers were converted into cold-rolled sheet, or 22.4 percent of total
transfers.®> Thus, the share of merchant market transfers devoted to producing cold-rolled stedl is
between 2.6 percent to 22.4 percent, while the share of internal consumption devoted to cold-rolled steel
is 85.7 percent.

Based on the record available to us, we find that the captive production provision applies, and we
therefore focus our analysis primarily on the merchant market for hot-rolled steel products in considering
market share and financia performance of the domestic industry.

2. Other Conditions of Competition

Hot-rolled stedl istypically used in applications where its strength serves a structural function and

8 CRatlll-9, PRat IlI-7.

% Bethlehem Prehearing Brief at 18 n.55.
1 Bethlehem Prehearing Brief at 18.

9 CRat Tablelll-6, PR at Tablell1-6.

% CRat Tablelll-6, PR at Tablell-6.

% CRat Tablelll-6, PR at Tablelll-6.

% Petitioners have argued that all related-party transfers should be classified asinternal consumption, but in the
aternative they have argued that *** percent of the related-party transfers were made under toll arrangements, and
that toll transfers should not be considered market sales. Bethlehem Prehearing Brief at 21-23.

We note that the record indicates that there may be differencesin the way domestic producers handle toll
and non-toll transfersto related parties. CR at 111-11-111-12, PR at 111-7-111-8. However, the classification of some or al
related party transfers asinternal transfers or merchant market sales does not alter our analysis. Under any
classification we would find insufficient overlap between internal consumption and merchant market consumption to
warrant afinding that the third criterion of the statute is not met.
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surface finish and light weight are not cruciad qualities.®® Typica uses include pipes, tubes, and
automotive frames.®” Light weight is becoming more important, however, and sted producers are rolling
hot-rolled stedl in thicknesses of 2 mm or less®® In most applications there is no effective substitute for
hot-rolled sted.®

Service centers, processors, and distributors are important purchasers of hot-rolled steel. In 2000,
amagjority of all domestically-produced hot-rolled merchant market sales were to service centers,
processors, or distributors.’® The share of subject imports sold to this group of purchasers was even
higher at 67.3 percent.10?

Most sales of both domestically-produced hot-rolled steel and subject imports are made in the spot
market. U.S. producers make 71.4 percent of their sales on the spot market.2°> When domestic
producers sell by contract those contracts are typically of short duration, with approximately 62 percent
of those contracts lasting for six months or less.’°® Approximately 55 percent of importer sales are on
the spot market, and 91 percent of the contract sales are through contracts lasting six months or less.2%4

Demand for hot-rolled sted! is derived from the demand for downstream products such as pipes
and tubes, automohiles, trucks, applications, and machinery.1% Hot-rolled sted has many industrial uses,
and demand for it sometimes follows broad indicators, such as GDP or the index of industrial
production.'®® During the POI, the industrial production index increased from 1998 until late 2000, when
it began declining.207

Merchant market consumption of hot-rolled stedl fell by 12.6 percent between 1998 and 1999,
fdling from 31.8 million short tons to 27.8 million short tons1%®  Although merchant market consumption
rose by 3.0 percent between 1999 and 2000, at 28.6 million short tons, merchant market consumption in
2000 was 10 percent lower than in 1998.1%° For interim 2001, merchant market consumption of hot-
rolled steel was 6.2 million short tons, compared to 8.0 million short tonsin interim 2000.11° Total
gpparent domestic consumption of hot-rolled stedl followed a similar pattern, falling by 3.5 percent

% CRatl-11, PRat I-9.

% CRatl-11, PRat I-9.

% CRatl-11, PRat I-9.

% CRatll-11, PRat I1-7.

10 CRat Tablel-1, PR at Tablel-1.
11 CRat Tablel-1, PR at Tablel-1.
102 CRa V-15, PR at V-12.

18 CRat V-15, PR a V-.12

1% CRatV-15 PR a V-12.

15 CRat 11-10, PR at 11-7.

1% CRat 11-11, PR at I1-7.

W7 CRatll-11, PR at I1-7.

198 CRat TableC-2, PR at Table C-2.
109 CR at Table C-2, PR at Table C-2.
10 CRat TableC-2, PR at Table C-2.
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between 1998 and 1999 to 71.4 million short tons.!*! Total apparent domestic consumption rose by 1.6
percent between 1999 and 2000 to 72.5 million short tons, but that amount remained 1.9 percent below
1998 levels!*? For interim 2001, tota apparent domestic consumption was 15.8 million short tons, 20.6
percent lower than in interim 2000.113

The domestic industry consists of integrated producers using basic oxygen furnaces (*BOFS’)
and non-integrated producers, which use electric arc furnaces (*EAFS’) or purchase, rather than
produce, their dab needs.** Minimills are the most prominent examples of non-integrated producers.
Integrated producers typicaly useiron ore as their primary raw materia, while minimill producers are
more likely to use stedl scrap.'®> Minimills are typically more recent entrants into the market, and they
are typically more heavily focused on spot merchant market sales than are integrated producers.t*®

Domestic producers increased capacity steadily through most of the POI. Total production
capacity increased in both 1999 and 2000 and rose by 4.0 percent overall between 1998-2000.1" Total
production capacity in interim 2001 was 19.1 million short tons, compared to 19.2 million short tonsin
interim 2000.18 Thisincreasein overall capacity between 1998 and 2000 occurred despite the fact that
bankruptcy affected numerous firms, removing an estimated *** percent of capacity from the domestic
industry in 2000.119

The market share of various suppliers shifted significantly during the POI. 1n 1998, nonsubject
imports, including imports from Brazil, Japan, and Russia, reached 10.4 million short tons, or 32.6 percent
of merchant market consumption.2° On September 30, 1998, a petition was filed by the domestic
industry, aleging materia injury by reason of LTFV and/or subsidized imports from Brazil, Japan, and
Russia!?* In mid-1999, the Commission determined that the domestic industry was materialy injured by
subject imports from those countries, and remedies in the form of antidumping duties or suspension
agreements were imposed. 1?2 In 1999, nonsubject imports, including those from Brazil, Japan, and
Russia, dropped to 3.3 million short tons, accounting for 11.7 percent of merchant market

U CRat TableC-1, PR at TableC-1. Transfersfor internal consumption and transfersto related parties for
downstream processing increased in both 1999 and in 2000, rising by 4.3 percent between 1998 and 2000. CR at
TableVI-5A, PR at Table VI-5A.

12 CRat TableC-1, PR at Table C-1.

13 CRat TableC-1, PR at TableC-1.

14 CRat 1-7-1-8, PR at |-6-1-7.

15 CRat1-7-1-8, PR at |-6-1-7.

116 Bethlehem Posthearing Brief at 4 n.14.

17 CRat Tablelll-3, PR at Tablelll-3.

18 CRat Tablelll-3, PRat Tablelll-3.

9 CRatlll-1n1, PRa -1 n.1.

120 CR at TablesIV-5and IV-8, PR at Tables V-5 and 1V-8.

121 Certain Hot-Rolled Steel Products from Japan, Inv. No. 731-TA-807 (Final), USITC Pub. 3202 (June 1999) at 1
(hereinafter 1999 Hot-Rolled Determination).

1221999 Hot-Rolled Determination at 3; Certain Hot-Rolled Steel Products from Brazil and Russia, Inv. Nos. 701-
TA-384 (Final) and 731-TA-806-808 (Final), USITC Pub. 3223 (August 1999) at 3.
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consumption.*?® In 2000, nonsubject imports accounted for 10.7 percent of the merchant market.*?* In
interim 2001, nonsubject imports accounted for 8.5 percent of the merchant market, compared to 10.1
percent in interim 2000.12°

As we noted above, there isafair degree of substitutability among hot-rolled steel products from
the various subject countries, and also between subject imports and the domestic like product.'?6
Although the source of imports changed during the POI, imports remain an important segment of the
market. Tota imports accounted for 37.0 percent of merchant market consumption in 1998, 23.0 percent
in 1999, and 25.6 percent in 2000.%?7

B. Volume of Subject Imports

Section 771(7)(C)(i) 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.”128 129

As noted above, tota apparent domestic consumption of hot-rolled sted fell in 1999 and
recovered somewhat in 2000 but remained a lower levelsin 2000 than in 1998.1%° This pattern occurred
in both the merchant market and in overdl consumption.*®*! Despite these declines, subject import
volume rose significantly during the POI. In 1998, subject imports were 1.4 million short tons and
accounted for 4.4 percent of the merchant market and 1.9 percent of total apparent domestic
consumption.*®2 Subject import volume rose by 122.7 percent between 1998 and 1999, reaching 3.1
million short tons*** Subject import volume increased by another 36.2 percent between 1999 and 2000,
reaching 4.2 million short tons and accounting for 14.8 percent of the merchant market and 5.9 percent
of total apparent domestic consumption.*3* Thus, between 1998 and 2000, the volume of subject imports
increased by 203.4 percent.

Tota shipments of the domestic like product rose by 4.8 percent, or 3.0 million short tons,

12 CRat Tables|V-5and IV-8, PR at TablesIV-5and IV-8.
124 CRat TableC-2, PR at Table C-2.

125 CRat TableC-2, PR at Table C-2.

126 CRat 11-15-11-17, PR at I1-.

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

128 19 U.S.C. § 1677(7)(C)()-

12 To the extent that this discussion analyzes merchant market data prior to total market data, it does not reflect
the sequence of analysis applied by Commissioner Bragg. See supra n.85.

10 CRat TablesC-1 and C-2, PR at Tables C-1 and C-2.

181 CRat TablesC-1 and C-2, PR at Tables C-1 and C-2. Transfersfor internal consumption and transfersto
related parties for downstream processing increased in both 1999 and in 2000, increasing by 4.3 percent between
1998 and 2000. CR at Table VI-5A, PR at Table VI-5A. The domestic industry accounted for 100 percent of domestic
internal transfers and transfersto related parties.

%2 CRa TablesIV-5, V-7, and IV-8, PR a Tables V-5, IV-7, and |V-8.
133 CRa TablelV-5, PR at TableIV-5.
13 CRa TablesIV-5, V-7, and IV-8, PR a Tables V-5, IV-7, and |V-8.
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between 1998 and 2000.1%° Shipments to the merchant market followed a different pattern. 1n 1999,
shipments of the domestic like product to the merchant market increased by 1.4 million short tons,
compared to a 1.7 million short ton increase in the volume of subject imports.*3¢ In 2000, however, the
volume of domestic shipments to the merchant market fell by 106,804 short tons, while subject imports
increased by another 1.1 million short tons.

Quarterly data further show the differing trends between shipments of subject imports and the
domestic like product. The domestic industry’s order books peaked in the fourth quarter of 1999 and
declined thereafter.®” Shipments to the merchant market by domestic producers declined between the
first and second quarters of 2000.2%% Conversdly, subject import volume continued to rise, peaking in the
second quarter of 2000. Subject import volume subsequently declined, but remained above pre-1999
levels until the first quarter of 2001.1%°

Some respondents have argued that the Commission should focus on domestic minimills
increased share of the merchant market during the POI. Minimill shipments to the merchant market
increased by 13.0 percent between 1998 and 2000 and shipments in interim 2001 were 2.1 million short
tons, compared to 2.0 million short tons in interim 2000.14° Commercia shipments by integrated mills
rose only 2.9 percent between 1998 and 2000 and shipments in interim 2001 were 3.2 million short tons,
compared to 4.0 million short tons in interim 2000.24*

We do not find that a modest increase in shipments by one segment of the domestic market in the
interim period mandates a finding that the volume of subject importsis not significant. We note that
minimill orders followed a pattern similar to that of the integrated producers. In fact, the minimills, which
rely on sales to the merchant market more heavily than do integrated mills, felt the effects of the
increased volume of subject imports sooner than the integrated mills. Order books a minimills peaked in
the third quarter of 1999 and declined throughout 2000, while the order books of integrated producers
peaked in the fourth quarter of 2000.142

We recognize that the volume of subject imports was significantly lower in interim 2001 than in
interim 2000. However, subject imports increased most strongly in the same time period, namely the first
half of 2000, that purchaser inventories of hot-rolled steel reached peak levels for the POI.143
Inventories subsequently remained at high levels through the first quarter of 2001.144  The coincidence
of peak subject import levels and peak inventory levels indicates that purchases of subject imports
contributed to the significant inventory build-up that occurred in the first half of 2000. Those inventories
remain high and continue to exert downward pressure on orders for the domestic like product.

1% CRat TablelV-5, PR at TableIV-5.

1% CRat TablelV-8, PR at TableIV-8.

187 CRat 111-14, PR at 111-10.

1% CRat Tablelll-5, PR at Table I11-5, and Bethlehem Prehearing Brief at Exh. 26.
1% Bethlehem Prehearing Brief at Exh. 29.

140 INV-Y-148.

141 INV-Y-148.

142 INV-Y-156.

143 CRa V-13,PRat V-11.

14 CRa V-13,PRat V-11.



Furthermore, we find it likely that the filing of these petitions contributed to the decline in import
volume.!*®  Subject imports peaked in the second quarter of 2000, but the volume of subject importsin
the third quarter of 2000 remained significantly higher than in the first eight quarters of the POI. Subject
import volume fel in the fourth quarter of 2000 and the first quarter of 2001, while these petitions were
filed in November of 2000. Based on the above, we find that subject import volume, both in absolute
terms and relative to consumption in the United States, is significant.

C. Price Effects of the Subject Imports

Section 771(7)(C)(ii) of the Act provides that, in evaluating the price effects of the subject
imports, the Commission shal consider whether —

() there has been significant price underselling by the imported merchandise as compared
with the price of domestic like products of the United States, and

(I1) the effect of imports of such merchandise otherwise depresses prices to a significant
degree or prevents price increases, which otherwise would have occurred, to a significant
degree.146

As noted above, we find that afair degree of substitutability exists between the subject imports
and the domedtic like product and the subject imports. Price is an important factor in purchasing
decisions.'4’

Prices were at their highest levels for the POI in the first or second quarter of 1998, then fell
sharply as the volume of then unfairly traded imports from Brazil, Japan, and Russia entered the market.
After relief was granted against those unfairly traded imports in mid-1999, prices began to risein the
latter part of 1999. Prices rose through the first or second quarter of 2000 but typicaly still remained
below 1998 peaks. Prices then fell sharply during the latter half of 2000 and the first part of 2001,
generaly to points lower than experienced prior to the imposition of import relief with respect to imports
from Brazil, Japan, and Russia.#

Throughout most of the POI subject imports consistently undersold the domestic like product.
Subject imports undersold the domestic like product in 238 of 368 quarterly comparisons, or 64.7 percent
of the comparisons.#°

We find this undersdlling particularly probative in these investigations. Purchasers have indicated
that low prices, as well as anticipated future demand, is an important factor in determining inventory
levels'® We find that low subject import prices, a atime when prices for the domestic like product

145 19U.SC. § 1677(7)(1).

146 19 U.SC. § 1677(7)(C)(ii).

147 CRat TableslI-2and I1-3, PR at Tables|1-2 and |1-3.

148 CR at Tables V-3 through V-12, PR at Tables V-3 through V-12.
149 CRat TableV-13, PR at Table V-13.

1% CRa V-11, PRat V-9.
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were rising and shipments were increasing, provided the impetus for the significant growth in import
volume that occurred in late 1999 and the first half of 2000.

We note that some overselling by subject imports began to occur in the last two quarters of 2000.
However, these instances of oversalling do not indicate that the subject imports did not have a significant
adverse effect on domestic prices. The domestic industry had aready lost volume and salesin the first
half of 2000 as subject import volume increased significantly.*>* The record indicates that the domestic
industry, having aready lost volume, resorted to price cutting in an attempt to maintain needed production
volume and market share.*>? We further note that the filing of the petition, in the last quarter of 2000,
coincided with these instances of overselling. Additionally, subject imports continued to exert downward
pressure on prices throughout the latter part of the POI, despite any overselling, by means of the
inventory overhang to which the surge in subject importsin the first half of 2000 contributed.

Respondents argue that one cause of the price declines seen in 2000 was aggressive price
competition by minimills at the expense of the integrated mills. The product-specific pricing data show
this proposition to be incorrect. Sales of product 2 to service centers, processors, and cold-strip users
accounted for *** of sales for both integrated and minimill producers.!>® *** by minimillsis apparent.’>*
In 1998, minimill prices tracked integrated mill prices***.155 |n the firgt half of 2000, minimill product
*** integrated mill product.*®*® Both integrated and minimill product, however, were *** by combined
subject imports, with some of the *** occurring in the first two quarters of 2000.1% Similar patterns
mark the interplay between integrated mill and minimill pricesin other high-volume product-specific price
comparisons. For sales of product 1 to service centers, processors, and cold-strip users, minimill prices
again tracked the integrated mill price *** and *** in the first two quarters of 2000, while both minimill
product and integrated mill product were *** by combined subject imports throughout most of the
POI.%%8 We find no evidence that minimills initiated the price declines seen in 2000. Rather, the record
indicates that the domestic industry as awhole, integrated mills and minimills dike, reacted to the
significantly increased volume of lower-priced imports by reducing prices.

We have aready noted that prices for the domestic like product improved somewhat in late 1999
and early 2000 after import relief was imposed against imports from Brazil, Japan, and Russia, but prices
generaly did not recover to the levels seen in early 1998, despite increased apparent domestic
consumption in late 1999 and early 2000. This limited price recovery occurred during the same quarters
that subject import volume increased sharply and subject imports undersold the domestic like product.
We take this combination of facts to indicate that subject imports significantly suppressed pricesin late
1999 and in early 2000. Additionaly, inventory overhangs, to which subject imports contributed, continue

151 CRat Tablelll-5, PR at Tablelll-5.
182 Tr at 57 (Mr. DiMicco).

183 |NV-Y-148.

154 INV-Y-148.

1% INV-Y-148.

156 |NV-Y-148.

157 INV-Y-148.

188 |NV-Y-148.
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to exert negative influence on domestic prices. Consequently, we find that the subject imports have had
significant adverse effects on domestic prices during the period of investigation.*5°

D. I mpact of the Subject Imports

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
output, 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 comptition that are distinctive to the affected industry.” 62 162 163

Both commercial shipments and production for downstream processing by the domestic industry
were higher in 2000 than in 1998.1%4 Capacity, production, and capacity utilization rates dl rose from
1998 to 2000.1%5 Y et despite increased production and shipments, the domestic industry’ s financial
performance was poor throughout most of the POI. The domestic industry had operating losses on

159 petitioners argued that the effect of subject imports on prices could best be seen by lagging those prices.
Bethlehem Posthearing Brief at Answersto Written Questions, p.4. However, we have relied on direct quarter-to-
quarter comparisonsin our analysis of the price effects of subject imports.

180 19 U.S.C. §1677(7)(C)(iii). See also 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 avariety of sources and isvulnerable to dumped or subsidized imports.”

Id. &t 885.).

181 19 U.S.C. 8 1677(7)(C)(iii). Seealso SAA at 851 and 885 and Live Cattle from Canadaand Mexico, Invs. Nos.
701-TA-386 and 731-TA-812-813 (Preliminary), USITC Pub. 3155 (Feb. 1999) at 25, n.148.

162 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 published
itsfinal antidumping determinationsin itsinvestigations of Argentinaand South Africa, finding the following
margins: Argentina, 40.60 percent to 44.59 percent; South Africa, 9.28 percent. CR at I-4, PR at 1-3-1-4. Commerce
published itsfinal countervailing duty determination in itsinvestigation of Argentina, finding amargin of 41.69
percent. CR at I-4, PR at |-3. For the remaining antidumping duty investigations, Commerce has published the
following preliminary margins: China, 40.74 percent to 67.44 percent; India, 34.55 percent to 39.36 percent; Indonesia,
59.25 percent; Kazakhstan, 239.57 percent; Netherlands, 2.44 percent; Romania, 22.97 percent to 88.62 percent;
Taiwan, 20.28 percent to 29.14 percent; Thailand, 7.48 percent to 20.30 percent; and Ukraine, 89.49 percent. CR at I-4-
I-5, PR at 1-3-1-4. For the remaining countervailing duty investigations, Commerce has published the following
preliminary margins: India, 8.08 percent to 34.7 percent; Indonesia, 16.53 percent; South Africa, 0.45 to 13.53 percent;
and Thailand, 6.55 percent. CR at I-4-1-5, PR at |-4.

183 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 the domestic producers. See Separate and
Dissenting Views of Commissioner Lynn M. Bragg inBicyclesfrom China, Inv. No. 731-TA-731 (Final), USITC Pub.
2968 (June 1996); Anhydrous Sodium Sulfate from Canada, Inv. No. 731-TA-884 (Preliminary), USITC Pub. 3345
(Sept. 2000) at 11, n.63.

164 CRat Tablelll-4, PR at Table|11-4.

15 CRat Tablelll-3, PR at Tablel11-3.
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commercid sales and tota production in both 1999 and 2000.1%¢ Several domestic producers entered
Chapter 11 bankruptcy proceedings, and two ceased operations atogether.1%” The number of production
related workers declined throughout the POI, as did the number of hours worked and total wages paid.*¢®
Tota capital expenditures increased between 1998 and 2000 but expenditures on research and
development dropped.16°

Undoubtedly, the industry’ s performance in the early portion of the POI reflected the adverse
effects of unfairly traded hot-rolled steel imports from Brazil, Japan, and Russia. But quarterly data
indicate that the domestic industry had gained some benefit from the import relief imposed on imports
from Brazil, Japan, and Russia by mid-1999. For a brief time, shipments increased, prices increased, and
the domestic industry’ s financia performance improved, although prices generaly remained below pre-
injury levels. The value per ton of net domestic commercia salesfell to $292 in 1999, but in the first
quarter of 2000 the value per ton of net domestic commercia sales reached $323.17° By the first quarter
of 2000, operating income on commercia sales had shifted from a $12 loss per ton for the year of 1999
to a$16 per ton profit.!’* The value of total net production was $285 for 1999 but reached $314 per ton
in the first quarter of 2000.172 On total production, aloss of $11 per ton for the year 1999 shifted to a $5
profit per ton in the first quarter of 2000.173

Thisimprovement did not last. Virtualy every financia and production indicator was lower in
interim 2001 than in interim 2000. Shipments by the domestic industry to the merchant market in interim
2001 were 11.4 percent lower than in interim 2000.174 Totd shipments, including internal consumption,
were 16.5 percent lower in interim 2001 than in interim 2000.1> Operating loss per ton of net sales was
$50 in interim 2001, compared to a positive income per ton of $16 in interim 2000.17® Operating loss per
ton of total production was $63 in interim 2001, compared to a positive income per ton of $5 in interim
2000.1"7 Operating losses were widespread in the industry, affecting 17 of 21 reporting firms in 2000.178

166 CR at TablesVI-2 and VI-5, PR at Tables VI-2 and VI-5. The domestic industry also suffered operating losses
onitsinternal transfers and related-party transfersin 1999 and 2000. CR at Table VI-5A, PR at Table VI-5A.

%7 CRalll-1n1,PRatI1l-1n.1.

168 CRat Tablelll-10, PR a Table111-10.
189 CRat TableVI-8, PR at Table VI-8.
0 CRa TableVI-1, PR at Table VI-1.
1 CRa TableVI-1, PR at Table VI-1.

12 CR at Table VI-5, PR at Table VI-5. The net value of internal transfers and transfers to related parties for
downstream processing was $282 for the year 1999 and $310 for the first quarter of 2000. CR at Table VI-5A, PR at
Table VI-5A.

1% CRat TableVI-5, PR at Table VI-5. Operating losses on internal transfers and transfers to related parties for
downstream processing were $22 per ton for the year 1999 and $1 per ton in the first quarter of 2000. CR at Table VI-
5A, PR at Table VI-5A.

174 CRat TableC-2, PR at Table C-2.

1% CRat Table C-1, PR at Table C-1. Internal transfers and transfers to related parties for downstream processing
were 9.7 million short tonsin interim 2001, compared to 12.0 million ininterim 2000. CR at Table VI-5A, PR at Table
VI-5A.

176 CRa TableVI-1, PR at Table VI-1.

17 CRat Table VI-5, PR at Table VI-5. For internal transfers and transfers to related parties for downstream
(continued...)

24



Only 12 of 21 firms had reported losses in 1998, and only 13 of 21 firms had reported losses in 1999,
when imports from Brazil, Japan, and Russia were adversely affecting the domestic industry.'® The
number of production related workers was 29,123 in interim 2001, compared to 31,639 in interim 2000.18°
Hours worked were 16.3 million in interim 2001, compared to 18.2 million in interim 2000.18*

The record indicates that the domestic industry’ s condition has been affected by adrop in
consumption since the latter part of 2000. The industrial production index pesked in the third quarter of
2000 and declined thereafter. Similarly, total apparent domestic consumption of steel declined in the
second half of 2000. We aso note that, while the industry’ s internal transfers declined by only 5.3
percent from the first to the third quarter of 2000, commercia shipments fell by 19.2 percent.’®2 Thisis
further evidence that the general drop in demand for hot-rolled steel did not begin until the end of 2000,
and that the sharp drop in commercia shipments through the third quarter of 2000 was due primarily to
subject imports. However, the weakening in the domestic industry’ s condition began before the decline
in overall consumption. The order books of integrated producers peaked in the fourth quarter of 1999;
minimill order books pesked a quarter earlier, in the third quarter of 1999.182 Domestic shipments to the
merchant market pesked in the first quarter of 2000, as did total domestic shipments, including interna
transfers.’® Domestic shipments to the merchant market declined by 7.8 percent from the first quarter
of 2000 to the second. In contrast, subject imports rose from 1.2 million short tons in the first quarter of
2000 to 1.5 million short tons in the second quarter.!8> Furthermore, in that same second quarter subject
imports were generally underselling the domestic like product, regardless of whether the like product
came from aminimill or an integrated mill. 8¢

We note that the volume of subject imports has declined since the second quarter of 2000,
athough the volume remained notably high compared to pre-1999 levels through the third quarter of
2000. We dso note that some overselling by subject imports occurred in the second half of 2000 as
import volume contracted. Nonetheless, we find present material injury by reason of subject imports.
Domestic shipments and production contracted at a time when overall apparent domestic consumption
was gtill strong, as shown by the rapid growth in subject imports. In contrast, subject import volume
grew rapidly through most of the POI. Subject imports gained those sales from the domestic industry
largely through underselling. As discussed previoudy, subject imports have clearly had negative price

7 (...continued)
processing, operating losses per short ton were $70 in interim 2001, compared to a$1 lossin interim 2000. CR at
TableVI-5A, PR at Table VI-5A.

18 CRat TableVI-5, PR at Table VI-5.

1% CRat Table VI-5, PR at Table VI-5.

180 CRat Tablelll-10, PR at Table I11-10.

18l CR at Tablel11-10, PR at Table11-10.

182 CRat Tablelll-5, PR at Tablelll-5.

183 INV-Y-156.

18 CRat Tablelll-5, PR at Tablelll-5.

18 Respondents’ Joint Economic Prehearing Submission at Exh. 8.
18 |NV-Y-148.
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effects on the domestic industry. Finaly, the domestic industry has been negatively affected by the high
level of purchaser inventories to which low-priced subject imports contributed. 87

In sum, the record indicates there have been significant increases in the volume and market share
of the subject imports, and that the subject imports have undersold the domestic like product and have
had a significant suppressing and depressing effect on domestic prices. As aresult, the overall condition
of the industry declined during the period. Accordingly, we find that the subject imports are having a
significant adverse impact on the domestic industry.

CONCLUSION

For the foregoing reasons, we determine that an industry in the United States is materialy injured
by reason of imports of hot-rolled sted products from Argentina that are subsidized and by imports of
hot-rolled stedl products from Argentina and South Africathat are sold at less than fair value.

187 Fewer than one-half of the purchasers responding to the Commission’ s questionnaires were able to classify
inventories by country of origin. CR at V-15, PR at V-11. Nonetheless, the data gathered in the course of these
investigations indicate that subject imports did contribute to inventory growth. Purchaser inventories reached peak
levels at the same time as did subject import volume, namely, the second quarter of 2000, at atime when domestic
shipments to unrelated purchasers declined. CR at V-13, PR at V-11. Subject import volume held in purchaser
inventories rose by 149.8 percent between 1998 and 2000, while reported total purchaser inventories rose 20.5
percent. CRat V-15, PR at V-11. Subject imports accounted for only 4.9 percent of inventoriesin 1998 but accounted
for 10.2 percent of significantly larger inventories by the end of 2000. CR at V-15, PR at V-11.
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