Stainless Steel Wire Rod From Italy, Japan,
Korea, Spain, Sweden, and Taiwan

Investigations Nos. 731-TA-770-775 (Review)

Publication 3707 July 2004

U.S. International Trade Commission

e
VN

Washinglon, DC 20436




U.S. International Trade Commission

COMMISSIONERS

Stephen Koplan, Chairman
Deanna Tanner Okun, Vice Chairman
Marcia E. Miller
Jennifer A. Hillman
Charlotte R. Lane
Daniel R. Pearson

Robert A. Rogowsky
Director of Operations

Staff assigned:

DJ. Na, Investigator
Harry Lenchitz, Industry Analyst
James Fetzer, Economist
John Fry, Accountant
Michael Haldenstein, Attorney
Steve Hudgens, Statistician
Andrew Rylyk, Supervisory Statistician

Douglas Corkran, Supervisory Investigator

Address all communications to
Secretary to the Commission
United States International Trade Commission
Washington, DC 20436



U.S. International Trade Commission

Washington, DC 20436
WWw.usitc.gov

- Stainless Steel Wire Rod From ltaly, Japan,
Korea, Spain, Sweden, and Taiwan

Investigations Nos. 731-TA-770-775 (Review)

Publication 3707 July 2004






CONTENTS

Separate and Dissenting Views of Vice Chairman Deanna Tanner Okun and Commissioner
Daniel R. Pearson ... ... . e

Background . .. ... .. e
The original investigations .............c.. ..t e
Previous and related title VII investigations . ............. ... it innnnnnnn.
Previous and related safeguard investigations . . .......... ... ... ... . i

Statutory criteria and organization ofthereport . . ....... ... . ... .. ... ..
StatUtOry CIIteria . ... vttt e ittt e ettt e
Organization of the report . ... ... .. . e

Results of Commerce’s reVIEWS ... ... .ottt
Commerce’s final results of a full review of the countervailing duty order on SSWR

from Htaly . ... o e
Commerce’s final results of expedited reviews of the antidumping duty orders on SSWR
from Italy, Japan, Korea, Spain, Sweden, and Taiwan ...........................

Commerce’s adminiStrative TEVIEWS . . . ... .ot it ittt e e e e

The product . . . ... e e
COMMETICE S SCOPE - &+ v e s e e et e e e e et e e et e et e e e e e
General . ... e
Physical characteristics and USes . . . ........... . i i i e
Manufacturing facilities and production employees . ............ ... ... ... . ...
Channels of distribution . ........ ... ... . . e

Domestic like product iSSUES . ... ... ittt e e e

U.S. market partiCipants . ... ... ........ututinttie et e
UL, producers . ... o e
U S IMIPOItETS . . oottt et e e e e e
ULS. purchasers . ... ...t e

Apparent U.S. consumption and market shares .......... ... ... ... ... ... .. .. ... ...

Part II: Conditions of competition in the U.S. market .............. ... ... .. ... ...,

Market Se@Ments . . . ... . . e

Supply and demand considerations .............. ...
U S, sUPPLY o
US.demand . ... ... e

Substitutability iSSUES . . . ... .. . e
Factors affecting purchasing decisions .......... ... ... . i ...
Comparison of domestic products and subject imports . . ........... ... ... i,
Comparison of domestic products and subject imports to nonsubject imports .. ..........

Page

29
I-1

I-1
I-5

I-6
I-6
I-8
I-8



CONTENTS

Page
Part II: Conditions of competition in the U.S. market--Continued
Elasticity estimates . ... .. ... .. i e 1I-13
U.S. supply elasticity ... ... .o II-13
U.S.demand elastiCity . . ... ...ttt i e e II-13
Substitution elasticities . ... . ...... ... 1I-13
Part III: U.S. producers’ operations ... ... ... ... ..c.uuetnieeinnenne e inaenennns -1
U.S. producers’ capacity, production, and capacity utilization .......................... 1I-1
U.S. producers’ U.S. shipments and export shipments ................................ I-1
U.S. producers’ INVENTOTIES . ...\ttt ittt ittt ettt et et a e eanenenenns 1I-2
U.S. producers’ purchases . ..............iuiiiei ittt e 111-2
U.S. producers’ employment, wages, and productivity ........... .. ... ... i, -2
Financial condition of the U.S. industry . ... ... .. ... .. . . II1-3
Background ... ... ... e 1II-3
Operations on SSWR .. . e 1-4
Investment in productive facilities, capital expenditures, research and development
expenses, and return on INVESMENt . . .. .. ..ottt ettt i e eeeennn. I-5
Part IV: U.S. imports and the foreign industries . .. ... ... ... ... . i V-1
UL S IMPOItS ot e e e V-1
U.S. importers’ sShipments . ... ... .. ...ttt e V-1
U.S. Importers’ IVENTOTIES . . . . .ttt sttt et et et et e e et V-5
Italy’s capacity, production, capacity utilization, domestic shipments, export shipments, and
INVENTOTIES . ..\ttt et e e e e e e e V-5
Japan’s capacity, production, capacity utilization, domestic shipments, export shipments, and
INVENTOTIES . . .\ttt ittt e e e e et e e e e e e e V-6
Korea’s capacity, production, capacity utilization, domestic shipments, export shipments, and
131153 1707 ¢ (< Iv-7
Spain’s capacity, production, capacity utilization, domestic shipments, export shipments, and
INVENTOTIES . . o\ttt ittt ettt et et e e e e e et e e e V-8
Sweden’s capacity, production, capacity utilization, domestic shipments, export shipments, and
INVENTOTIES . . o\ttt ettt et e ettt e e e e e e e e e et V-8
Taiwan’s capacity, production, capacity utilization, domestic shipments, export shipments, and
INVENTOTIES . . oottt ettt et e e e e e e e e e Iv-9
Major markets . . . ... e e V9
BUIOpE . .o e V9
T IV-10
Part V: Pricing and related information . .......... ... . . ... . i V-1
Factors affecting PriCes . . . ... ...t e e V-1
Raw material costs . ... ... . e V-1
Transportation costs tothe U.S. market .......... ... ... ... . . ... V-1
U.S. inland transportation COStS . .. . ..o v vttt i e V-2
Exchange rates . .. ... ... o e V-2
Pricing PractiCes . ... ..ottt e V-6
Pricingmethods . . ... .. ... e V-6
Sales terms and diSCOUNES . . . .. ... .t e e V-6

il



CONTENTS

Page
Part V: Pricing and related information--Continued
Price data ... ... . V-6
Price trends . ... ... V-8
Price COMPArISONS . . . .ottt ittt et e et et e e e et e V-9
Appendixes
A. Federal Register notices and adequacy statement .. ................ccvoureiniain.nn. A-1
B. Hearing Willtesses . .. .. ...ttt ittt e e e e B-1
C. Summary data . .. ... e e C-1
D. Comments by U.S. producers, importers, purchasers, and foreign producers regarding the
effects of the orders and the likely effects of revocation . ............................. D-1
E. DataonKanthal AB . ... .. . . E-1

Note.--Information that would reveal confidential operations of individual concerns may not be published
and therefore has been deleted from this report. Such deletions are indicated by asterisks.

iii






UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigations Nos. 731-TA-770-775 (Review)
Stainless Steel Wire Rod from Italy, Japan, Korea, Spain, Sweden, and Taiwan

DETERMINATION

On the basis of the record' developed in the subject five-year reviews, the United States
International Trade Commission (Commission) determines, pursuant to section 751(c) of the Tariff Act
of 1930 (19 U.S.C. § 1675(c)) (the Act), that revocation of the antidumping duty orders on stainless steel
wire rod from Italy, Japan, Korea, Spain, Sweden, and Taiwan would be likely to lead to continuation or
recurrence of material injury to an industry in the United States within a reasonably foreseeable time.”

BACKGROUND

The Commission instituted these reviews on August 1, 2003 (68 F.R. 45277) and determined on
November 4, 2003 that it would conduct full reviews (68 F.R. 65085, November 18, 2003). Notice of the
scheduling of the Commission’s reviews and of a public hearing to be held in connection therewith was
given by posting copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal Register on February 3, 2004
(69 F.R. 5185). The hearing was held in Washington, DC, on May 18, 2004, and all persons who
requested the opportunity were permitted to appear in person or by counsel.

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

2 Vice Chairman Deanna Tanner Okun and Commissioner Daniel R. Pearson dissenting with respect to stainless
steel wire rod from Italy, Korea, Spain, and Sweden.






VIEWS OF THE COMMISSION

Based on the record in these five-year reviews, we determine under section 751(c) of the Tariff
Act of 1930, as amended (the Act), that revocation of the antidumping duty orders on stainless steel wire
rod (“SSWR?”) from Italy, Japan, Korea, Spain, Sweden, and Taiwan would be likely to lead to
continuation or recurrence of material injury to an industry in the United States within a reasonably
foreseeable time.'

L BACKGROUND

On September 1, 1998, the Commission determined that an industry in the United States was
materially injured by reason of subject imports of stainless steel wire rod from Italy, Japan, Korea, Spain,
Sweden, and Taiwan.” The Department of Commerce (“Commerce”) then imposed a countervailing duty
order on imports from Italy and antidumping duty orders on imports from Italy, Japan, Korea, Spain,
Sweden, and Taiwan on September 15, 19983

On August 1, 2003, the Commission instituted reviews pursuant to section 751(c) of the Tariff
Act of 1930, as amended (“the Act”), to determine whether revocation of the antidumping and/or
countervailing duty orders on stainless steel wire rod would likely lead to the continuation or recurrence
of material injury.*

In five-year reviews, the Commission initially determines whether to conduct a full review
(which would include a public hearing, the issuance of questionnaires, and other procedures) or an
expedited review. In order to make this decision, the Commission first determines whether individual
responses to the notice of institution are adequate. Next, based on those responses deemed individually
adequate, the Commission determines whether the collective responses submitted by two groups of
interested parties — domestic interested parties (such as producers, unions, trade associations, or worker
groups) and respondent interested parties (such as importers, exporters, foreign producers, trade
associations, or subject country governments) — demonstrate a sufficient willingness among each group
to participate and provide information requested in a full review. If the Commission finds the responses
from both groups of interested parties adequate, or if other circumstances warrant, it will determine to
conduct a full review.’

The Commission received a response to the notice of institution from domestic producers
Carpenter Technology Corp. (“Carpenter’”) and North American Stainless (“NAS”). Cogne Acciai
Speciali S.R.L. (“Cogne”), an Italian producer, and Cogne Specialty Steel USA (“Cogne USA”), an
importer of the subject merchandise jointly responded to the notice of institution. Korean producer
Changwon Specialty Steel Co., Ltd. (“Changwon”) filed a response to the Commission’s notice of
institution and Dongbang Special Steel Co. Ltd. (“Dongbang”), another Korean producer, also filed a

! Vice Chairman Deanna Tanner Okun and Commissioner Daniel R. Pearson dissent with respect to Italy, Korea,
Spain, and Sweden. See Separate and Dissenting Views of Vice Chairman Deanna Tanner Okun and Commissioner
Daniel R. Pearson.

% Stainless Steel Wire Rod from Germany. Italy. Japan. Korea, Spain, Sweden, and Taiwan, Inv. Nos. 701-TA-373
and 731-TA-769-775 (Final) USITC Pub. 3126 (September 1998).

3 63 Fed. Reg. 49327-34 (Sept. 15, 1998).

* 68 Fed. Reg. 45277 (Aug. 1, 2003). The Commission terminated its review of the countervailing duty order
covering certain SSWR from Italy after Commerce revoked the order. See 69 Fed. Reg. 40354, 40356 (July 2,
2004); 69 Fed. Reg. 41850 (July 12, 2004).

S See 19 C.F.R. § 207.62(a); 63 Fed. Reg. 30599, 30602-05 (June 5, 1998).

3



response. The Commission found the response to be adequate on behalf of the domestic industry and the
respondent group in the reviews concerning the antidumping orders on Italy and Korea. Despite the lack
of response from respondents in the reviews concerning the antidumping orders on subject imports from
Japan, Spain, Sweden, and Taiwan, the Commission determined to conduct full reviews in all
investigations in order to promote administrative efficiency.®

1I. DOMESTIC LIKE PRODUCT AND INDUSTRY
A. Domestic Like Product

In making its determination under section 751(c), the Commission defines the “domestic like
product” and the “industry.”” The Act defines the “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
under this subtitle.”®

In its final five-year review determinations for the subject merchandise from Italy, Japan, Korea,
Spain, Sweden, and Taiwan, Commerce defined the subject merchandise as:

products that are hot-rolled or hot-rolled annealed and/or pickled and/or
descaled rounds, squares, octagons, hexagons or other shapes, in coils,
that may also be coated with a lubricant containing copper, lime or
oxalate. SSWR is made of alloy steels containing, by weight, 1.2
percent or less of carbon and 10.5 percent or more of chromium, with or
without other elements. These products are manufactured only by hot-
rolling or hot-rolling, annealing, and/or pickling and/or descaling, are
normally sold in coiled form, and are of solid cross-section. The
majority of SSWR sold in the United States is round in cross-sectional
shape, annealed and pickled, and later cold-finished into stainless steel
wire or small-diameter bar. The most common size for such products is
5.5 millimeters or 0.217 inches in diameter, which represents the
smallest size that normally is produced on a rolling mill and is the size
that most wire-drawing machines are set up to draw. The range of
SSWR sizes normally sold in the United States is between 0.20 inches
and 1.312 inches diameter. Two stainless steel grades, SF20T and K-
M35FL, are excluded from the scope of [these] review([s].’

¢ Explanation of Commission Determinations on Adequacy, (Nov. 18, 2003).
719 U.S.C. § 1677(4)(A).

819 U.S.C. § 1677(10). See Nippon Steel Corp. v. United States, 19 CIT 450, 455 (1995); Timken Co. v. United
States, 913 F. Supp. 580, 584 (Ct. Int’] Trade 1996); Torrington Co. v. United States, 747 F. Supp. 744, 748-49 (Ct.
Int’l Trade 1990), aff'd, 938 F.2d 1278 (Fed. Cir. 1991). See also S. Rep. No. 249, 96™ Cong., 1* Sess. 90-91
(1979).

° Final Results of Expedited Sunset Reviews, 68 Fed Reg. 68862-66 (Antidumping Orders on Italy, Japan, Korea,
Spain, Sweden, and Taiwan). We further note that certain products produced by the Swedish producer Kanthal AB
are excluded as they were in the original investigations: “The following proprietary grades of Kanthal AB are also
excluded: Kanthal A-1, Kanthal AF, Kanthal A, Kanthal D, Kanthal DT, Alkrothal 720, and Nikrothal 40.” 68 Fed.
Reg. at 68861.



This scope is unchanged from the scope of the original investigations.'’

SSWR is an intermediate steel product that is used to produce wire and bar. The majority of the
production of SSWR is internally consumed by the domestic producers in the production of these
downstream products.'" Most commercial shipments of SSWR are purchased by redrawers for use in the
production of stainless steel wire. A smaller proportion of larger diameter wire rod is sold as
semifinished material to converters for use in the production of small-diameter stainless steel bar."

In the original investigations, the Commission rejected arguments that it should find multiple like
products consisting of different forms of SSWR and determined that the domestic like product was all
SSWR within the scope definition.” It concluded that there was a continuum of SSWR products that are
produced in a wide variety of grades, specifications, shapes, and sizes."* Similarly, the Commission has
rejected arguments in other investigations concerning SSWR that it divide the like product definition into
specialty and commodity SSWR or even include stainless steel bar in the like product definition."

In these reviews, the domestic industry argues that the Commission should continue to define the
domestic like product in the same fashion.'® They observe that the Commission has defined the like
product as all SSWR in all prior SSWR determinations and note that there is no new information
obtained during these five-year reviews bearing on these factors that would suggest a reason for
revisiting the Commission’s original determination of the domestic like product.’” Respondents raise no
like product arguments.

Reviewing the record and limited arguments of the parties, we see no basis for departing from the
Commission’s prior like product definition. There is no evidence in the record of these reviews
concerning the factors the Commission evaluates that suggests we should revisit the definition of the
domestic like product. Therefore, for the reasons outlined in the Commission’s original determination,
we continue to define the domestic like product as all SSWR, which is coterminous with the definition in
the scope of the subject merchandise from Italy, Japan, Korea, Spain, Sweden, and Taiwan.

B. Domestic Industry and Related Parties

Section 771(4)(A) of the Act defines the relevant domestic industry as the “producers as a whole
of a domestic like product, or those producers whose collective output of a domestic like product

19 USITC Pub. 3126 at 4.

I Confidential Staff Report (“CR”), INV-BB-074 (June 10, 2004) at II-1 n.1, Public Staff Report (“PR”) at II-1
n.1. The Staff Report was revised by memoranda INV-BB-082 (June 29, 2004) and INV-BB-089 (July 7, 2004).

12 CR at I-19 to I-20, PR at I-13.
13 See USITC Pub. 3126 at 7.
14 See USITC Pub. 3126 at 6.

15 Stainless Steel Wire Rod from India, Inv. No 731-TA-638 (Final), USITC Pub. 2704 (Nov. 1993) at 6-7;
Stainless Steel Wire Rod from Brazil and France, Inv. Nos. 731-TA-636-37 (Final), USITC Pub. 2721 (Jan. 1994) at
6-7.

1 Domestic Industry’s Prehearing Brief at 3.
71d. at 3-6.



constitutes a major proportion of the total domestic production of the product.”'® Based on our domestic
like product finding, we determine that the domestic industry consists of all U.S. producers of SSWR.

We must also 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.”® The purpose of the provision is to exclude domestic producers that substantially benefit
from their relationships with foreign exporters.?!

In the original investigations, the Commission found Al Tech and Carpenter to be related parties,
because both companies imported subject merchandise. The Commission, however, declined to exclude
either producer from the domestic industry because neither company’s imports were significant relative
to the company’s production of SSWR.?

Carpenter is still a producer of SSWR while Al Tech no longer exists.”* Carpenter did not import
subject merchandise during the period of review, and thus is not a related party. NAS, a new entrant into
the SSWR industry,* ***> and accordingly is a related party. We therefore must examine whether
appropriate circumstances exist to exclude it from the definition of the domestic industry.

NAS invested *** in 2003 to construct a new multi-product manufacturing facility in Kentucky
that will result in SSWR capacity of *** short tons in 2005.%° It thus appears that NAS is committed to
increased domestic production of SSWR. There is no evidence that its imports gave it any particular

819 U.S.C. § 1677(4)(A). In defining the domestic industry, the Commission’s general practice has been to
include in the industry producers of all domestic production of the like product, whether toll-produced, captively
consumed, or sold in the domestic merchant market, provided that adequate production-related activity is conducted
in the United States. See United States Steel Group v. United States, 873 F. Supp. 673, 682-83 (Ct. Int’l Trade
1994), aff’d, 96 F.3d 1352 (Fed. Cir. 1996).

1919 U.S.C. § 1677(4)(B).

% Sandvik AB v. United States, 721 F. Supp. 1322, 1331-32 (Ct. Int’l Trade 1989), aff’d without opinion, 904
F.2d 46 (Fed. Cir. 1990); Empire Plow Co. v. United States, 675 F. Supp. 1348, 1352 (Ct. Int’] Trade 1987). The
primary factors the Commission has examined in deciding whether appropriate circumstances exist to exclude the
related parties 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-vis the rest of the industry, i.e.
whether inclusion or exclusion of the related party will skew the data for the rest of the industry. See. e.g.,
Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. Int’l Trade 1992), aff’d without opinion, 991 F.2d 809
(Fed. Cir. 1993). The Commission has also considered the ratio of import shipments to U.S. production for related
producers and whether the primary interests of the related producers lie in domestic production or in importation.
See, e.g., Melamine Institutional Dinnerware from China, Indonesia, and Taiwan, Inv. Nos. 731-TA-741-743 (Final),
USITC Pub. 3016 (Feb. 1997) at 14, n.81.

21 USEC, Inc. v. United States, 132 F. Supp.2d 1, 12, (Ct. Int’l Trade 2001).

2 See USITC Pub. 3126 at 9.

2 See CR at [-23, PR at I-15.

2 NAS began production of SSWR in the United States in 2003. CR at I-24, PR at I-15.
2 CR at I-25, PR at I-16.

8 CR at 1-24, I11-8 and I11-20, PR at I-15, I1I-3, and III-5. The industry’s total capacity was *** short tons in 2003.
CR/PR at Table III-1.



advantage over other domestic producers. NAS’ financial results were *** for the one year it produced,
2003.%” No party has urged its exclusion as a related party, and it supports the continuation of the
orders.”® Therefore we do not exclude NAS from the definition of the domestic industry.

We therefore define the industry be as all domestic producers of SSWR.

ml. CUMULATION
A. Framework
Section 752(a) of the Act provides that:

the Commission may cumulatively assess the volume and effect of
imports of the subject merchandise from all countries with respect to
which reviews under section 1675(b) or (c) of this title were initiated on
the same day, if such imports would be likely to compete with each other
and with domestic like products in the United States market. The
Commission shall not cumulatively assess the volume and effects of
imports of the subject merchandise in a case in which it determines that
such imports are likely to have no discernible adverse impact on the
domestic industry.”

Thus, cumulation is discretionary in five-year reviews. However, the Commission may exercise
its discretion to cumulate only if the reviews are initiated on the same day and the Commission
determines that the subject imports are likely to compete with each other and the domestic like product in
the U.S. market. The statute precludes cumulation if the Commission finds that subject imports from a
country are likely to have no discernible adverse impact on the domestic industry.** We note that neither
the statute nor the Uruguay Round Agreements Act (“URAA™) Statement of Administrative Action
(“SAA”) provides specific guidance on what factors the Commission is to consider in determining that
imports “are likely to have no discernible adverse impact” on the domestic industry.>! With respect to
this provision, the Commission generally considers the likely volume of the subject imports and the
likely impact of those imports on the domestic industry within a reasonably foreseeable time if the orders
are revoked.”

27 See CR/PR at Table III-7 (***).

% CR at I-24, PR at I-15.

» 19 U.S.C. § 1675a(a)(7).

% 19 U.S.C. § 1675a(a)(7).

3 SAA, H.R. Rep. No. 103-316, vol. I (1994).

32 For a discussion of the analytical framework of Chairman Koplan and Commissioners Hillman and Miller
regarding the application of the “no discernible adverse impact” provision, see Malleable Cast Iron Pipe Fittings
from Brazil, Japan, Korea, Taiwan, and Thailand, Inv. Nos. 731-TA-278-280 (Review) and 731-TA-347-348
(Review) USITC Pub. 3274 (Feb. 2000). For a further discussion of Chairman Koplan’s analytical framework, see
Iron Metal Construction Castings from India; Heavy Iron Construction Castings from Brazil; and Iron Construction
Castings from Brazil, Canada, and China, Inv. Nos. 303-TA-13 (Review); 701-TA-249 (Review); and 731-TA-262,
263, and 265 (Review) USITC Pub. 3247 (Oct. 1999) (Views of Commissioner Stephen Koplan Regarding
Cumulation).




In these reviews, the statutory requirement for cumulation that all reviews be initiated on the
same day is satisfied as Commerce initiated all the reviews on August 1, 2003.>

The Commission generally has considered four factors intended to provide a framework for
determining whether the imports compete with each other and with the domestic like product.** Only a
“reasonable overlap” of competition is required.”® In five-year reviews, the relevant inquiry is whether
there likely would be competition even if none currently exists. Moreover, because of the prospective
nature of five-year reviews, we have examined not only the Commission’s traditional competition
factors, but also other significant conditions of competition that are likely to prevail if the suspended
investigations under review are terminated. The Commission has considered factors in addition to its
traditional competition factors in other contexts where cumulation is discretionary.’®

Based on the record, we find that subject imports from each of the six countries would not be
likely to have no discernible adverse impact on the domestic industry were the orders revoked. We also
find a likely reasonable overlap of competition between the subject imports and the domestic like product
if the orders were revoked. We do not find significant differences in the conditions of competition
among the subject imports from Italy, Japan, Korea, Spain, Sweden, and Taiwan that would limit
competition between those subject sources and between subject imports and the domestic like product.
We therefore exercise our discretion to cumulate the likely volume and effects of subject imports from
those six countries.

3 68 Fed. Reg. 45219 (Aug. 1, 2003).

3% The four factors generally considered by the Commission in assessing whether imports compete with each other
and with the domestic like product are: (1) the degree of fungibility between the imports from different countries
and between imports and the domestic like product, including consideration of specific customer requirements and
other quality related questions; (2) the presence of sales or offers to sell in the same geographical markets of imports
from different countries and the domestic like product; (3) the existence of common or similar channels of
distribution for imports from different countries and the domestic like product; and (4) whether the imports are
simultaneously present in the market. See, e.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (CIT 1989).

35 See Mukand Ltd. v. United States, 937 F. Supp. 910, 916 (CIT 1996); Wieland Werke, AG, 718 F. Supp. at 52
(“Completely overlapping markets are not required.”); United States Steel Group v. United States, 873 F. Supp.
673, 685 (CIT 1994), aff’d, 96 F.3d 1352 (Fed. Cir. 1996). We note, however, that there have been investigations
where the Commission has found an insufficient overlap in competition and has declined to cumulate subject
imports. See, e.g., Live Cattle from Canada and Mexico, Inv. Nos. 701-TA-386 (Preliminary) and 731-TA-812-813
(Preliminary), USITC Pub. 3155 at 15 (Feb. 1999), aff’d sub nom, Ranchers-Cattleman Action Legal Foundation v.
United States, 74 F. Supp.2d 1353 (CIT 1999); Static Random Access Memory Semiconductors from the Republic
of Korea and Taiwan, Inv. Nos. 731-TA-761-762 (Final), USITC Pub. 3098 at 13-15 (Apr. 1998).

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




B. Likelihood of No Discernible Adverse Impact
1. Ttaly®’

In the original investigations, SSWR imports from Italy were *** short tons in 1995, *** short
tons in 1996, and *** short tons in 1997.*® Such imports from Italy accounted for *** percent of the U.S.
market in 1995 and *** in 1997.** While Cogne was not the only Italian subject exporter during that
period, the record indicates that it accounted for *** percent of the subject imports from Italy in 1997,
the final year of the original investigations, even though it only accounted for *** percent of Italian
production.®” After the antidumping and countervailing duty orders were placed on Italy in 1998,
Cogne’s exports to the United States essentially stopped.*’

While Cogne has exported only small volumes to the United States since the order has been in
place, it *** increased its exports to other markets from 1998 to 2003.** In 2003, only *** of Cogne’s
shipments served Italy, either through commercial sales or internal consumption.* While the great
majority of its shipments are to Europe and these shipments have increased over the period,* the fact
remains that Cogne is increasingly export-oriented.* In addition, reported overcapacity in the integrated
European market suggests that this market will be less attractive in the foreseeable future.*

Furthermore, Cogne’s shipments to another non-European market, the Asian market, increased
#%* from 2001 to 2003.*” Cogne argues that it is committed to serving the Asian market, particularly
China, and has invested in a new facility in China for production of downstream products from SSWR.*
However, some sources suggest that prices for SSWR have been generally lower in Asia and Europe than
the United States during the majority of the review period, although the relationship between U.S. and

37 Valbruna’s exports to the United States are not subject imports for purposes of our analysis because Valbruna is
not subject to the antidumping order. Those imports were subject to the countervailing duty order through the period
of review, but that order was revoked retroactive to September 15, 2003. 69 Fed. Reg. 40354, 40356 (July 2, 2004).

% CR/PR at Table I-1.
% CR/PR at Table I-1.
0 Original Staff Report, INV-V-057 (Aug. 11, 1998) at VII-6.

41 CR/PR at Table IV-5. The Italian exporter Valbruna (including its subsidiary Bolzano) was never subject to the
antidumping duty order on Italy. 68 Fed. Reg. 68862 (Dec. 10, 2003). The other subject Italian producer of SSWR,
Rodacciai S.p.A., appears to be only a minor exporter. Original Staff Report, INV-V-057 at VII-7.

42 Gee CR/PR at Table IV-5.
4 CR/PR at Table IV-5.
* See Cogne’s Final Comments at 7.

% Moreover, Cogne’s shipments to its larger markets fluctuated *** between 1998 and 2003, demonstrating
Cogne’s ability and practice of shifting between export markets. CR/PR at Table IV-5; Cogne Submission of June 1,
2004 (SSWR exports to *** fluctuated by as much as *** short tons per year).

% Domestic Industry’s Posthearing Brief at 13-14 and Exhibit 2.
47 See Cogne’s Final Comments at 4-7.

8 Transcript of Public Hearing of May 18, 2004 (“Tr.”) at 186-187. Cogne did not provide specific data reflecting
the volume of SSWR to be shipped to that facility.



European prices has fluctuated in 2003 and 2004.“ ** Production of SSWR in China is expected to
increase significantly.” Cogne USA also provides a ready outlet and distribution network for Cogne’s
exports to the United States. Cogne has also increased its capacity by *** short tons since 1998, and its
excess capacity totaled *** short tons in 2003, which was equivalent to almost *** percent of apparent
U.S. consumption.” Pricing data are limited given Cogne’s’ current absence from the U.S. market, but
indicate underselling during 1998 and 1999, although most of these instances occurred before the
imposition of the antidumping order.>* During the original investigations, subject imports from Italy
undersold domestic SSWR in 37 of 44 comparisons (we recognize that Valbruna’s shipments probably
accounted for some of the underselling).”® The pattern of underselling during the original investigations,
as well as in 1998 and 1999, indicate that subject imports would likely be sold at prices likely to depress
domestic prices if the order were revoked.

We also take into account other factors discussed below, including the vulnerability of the
domestic industry, the substitutability of SSWR from different sources,*® and the importance of price to
purchasers. In sum, we do not find that subject imports from Italy would likely have no discernible
adverse impact on the domestic industry if the order were revoked.

2. Japan

In the original investigations, subject imports from Japan increased rapidly, from *** short tons
in 1995 to *** short tons in 1997, before falling to minimal levels after the order was imposed in 1998.%

% The record evidence is mixed with respect to whether prices in the United States are higher or lower than prices
in other markets. We rely mainly on data from the Iron and Steel Statistics Bureau, an independent source of steel
industry data, showing that, from January 2000 through April 2004, U.S. prices for SSWR have been consistently
higher than prices in Asia, and higher than prices in Europe for all but nine months in 2003 and 2004. See
Petitioners’ Posthearing Brief at Exhibit 6. Importers were divided on the issue of price levels in different markets.
See CR at I1-8, PR at II-5. We also considered shipment average unit value (AUV) data submitted in response to
Commission foreign producer questionnaires, while recognizing the limitations on the usefulness of AUV data in
assessing relative price levels in different markets because there may be difference or changes in product mix. These
data are also inconclusive, with relative prices varying depending on foreign industry, market, and year. For
example, the producer in Sweden reported generally ***; the producers in Korea reported generally ***; the
producer in Taiwan reported ***. Cogne did not report *** since 1999. See CR/PR at Tables IV-5, IV-11, IV-16,
and IV-18. We also recognize that Mr. Blot, a consultant testifying for petitioners, stated that prices are “a little bit
higher in Europe and in some of the Asian countries, not all, than they are in the U.S.” Tr. at 83. Respondents
testified that prices are higher in Europe and Asia, and are expected to remain so. Tr. at 185, 186.

® Commissioner Miller notes the inconclusive nature of U.S. and third country price comparisons and gives greater
weight to other factors in reaching her determinations on no discernible adverse impact.

51 See CR at IV-34 to IV-35, PR at IV-10 (capacity in China increasing by at least *** metric tons).

2 CR/PR at Table IV-5.

%3 Compare CR/PR at Table IV-5 with CR/PR at Table I-3.

5% Underselling occurred in 10 of 11 comparisons. CR/PR at Table V-7; CR at V-9 n.§, PR at V-7 n.8.
% CR/PR at Table V-7 n.1.

% Cogne argued that the product mix for subject imports from Italy reflected less austenitic SSWR than subject
imports from other countries and domestic producers’ shipments. Cogne’s Prehearing Brief at 28-29. However, the
data indicate that Cogne’s shipments are ***, Id. at 29; CR/PR at Table IV-8.

7 CR/PR at Table I-1.
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The imports accounted for *** percent of the U.S. market in 1995 and *** percent of the U.S. market in
1997.%®

None of the eight Japanese exporters that responded in the original investigations responded to
the Commission’s questionnaire in these reviews, so information is limited concerning the Japanese
industry.” Available information indicates that production and consumption of SSWR in Japan have
both increased since the original investigations with production increasing to a greater extent.®

Underselling occurred in 26 of 32 of the monthly comparisons during the original investigations,
and underselling continued during the period of review, occurring in 16 of 23 comparisons, even with the
order in place.”' The underselling during the original investigations and its continuation despite the order
indicate that subject imports would likely be sold at prices likely to suppress or depress domestic prices if
the order were revoked.

We also take into account other factors discussed below, including the vulnerability of the
domestic industry, the substitutability of SSWR from different sources, and the importance of price to
purchasers. In sum, we do not find that subject imports from Japan, with a demonstrated history of rapid
increases in volume and significant underselling, would likely have no discernible adverse impact on this
vulnerable domestic industry.

3. Korea

In the original investigations, subject imports from Korea increased from *** short tons in 1995
to *** short tons in 1997.%* These imports accounted for *** percent of the U.S. market in 1997.5
Subject imports from Korea maintained their presence in the U.S. market despite the order, although they
gradually declined from their peak in 1997 to *** short tons in 2003, accounting for *** percent of the
U.S. market.**

The Commission received questionnaire responses from Changwon and Dongbang, which
account for all Korean production of SSWR.* Capacity for production of SSWR in Korea is *** since
1998 and capacity utilization for Changwon and Dongbang was *** percent in 2003.% Despite the high
utilization rate, these producers’ excess capacity was *** short tons in 2003, equivalent to *** percent of
apparent U.S. consumption in 2003.%

8 CR/PR at Table I-1.

* CR at IV-18, PR at IV-6. The record includes data on Japanese producers’ annual production, and total annual
consumption in Japan, from Steel and Metals Market Research. See CR/PR at Table IV-10.

% CR/PR at Table IV-10.

8 CR/PR at Table V-7.

62 CR/PR at Table I-1.

% CR/PR at Table I-1.

¢ CR/PR at Table I-1.

S CR atIV-19,1V-25, PR at IV-7.

% CR/PR at Table IV-11.

87 Compare CR/PR at Table IV-11 with CR/PR at Table I-3.
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Korean exports to Asia increased over the period,*® although the majority of shipments of Korean
SSWR remained in the Korean home market.”” Nonetheless, some sources suggest that prices are
generally higher in the U.S. market than Asia, and the U.S. market remains an attractive market for
Korean SSWR.” "' This is further evidenced by the fact that Korean exports to the United States
declined very slowly after imposition of the antidumping order and that subject imports from Korea
captured a not insignificant share of the U.S. market in 1999 and 2000 despite the order and the increase
in the Korean producers’ exports to Asia.”” Subject imports from Korea supplied fully *** percent of the
U.S. market in 2000 even though Korean exports to Asia increased from *** short tons in 1998 to ***
short tons in 2000.

Subject imports from Korea during the original investigations undersold domestic SSWR in 34
of 37 comparisons and the pattern of significant underselling by the subject imports from Korea
predominated during the period of review as well, occurring in 44 of 54 instances.” The underselling
during the original investigations and its continuation despite the imposition of the order indicates that
subject imports would likely be sold at prices likely to suppress or depress domestic prices if the order
were revoked.

We also take into account other factors, discussed later, including the vulnerability of the
domestic industry, the substitutability of SSWR from different sources, and the importance of price to
purchasers. In sum, we do not find that subject imports from Korea, with a demonstrated history of large
volumes shipped to the U.S. market, significant underselling, and substantial volumes of subject imports
with the order in place, would likely have no discernible adverse impact on the domestic industry if the
order were revoked.

4. Spain

In the original investigations, subject imports from Spain increased from *** short tons in 1995
to *** short tons in 1997.” Such imports accounted for *** percent of the U.S. market in 1997.
However, the volume of subject imports from Spain declined only for one year after imposition of the
order and then returned to levels comparable to that of 1997.¢ Imports of SSWR from Spain accounted
for *** percent of the U.S. market in 2001, *** percent in 2002, and *** percent in 2003.”

%8 See CR/PR at Table IV-11. Production of SSWR in China is growing which will likely dampen the demand for
imports of SSWR from Korea. See Domestic Industry’s Posthearing Brief, Exhibit 1 at 14-15.

% See CR/PR at Table IV-11.

" As discussed in n.49 supra, the record is mixed with respect to relative price levels, but we rely mainly on data
from the Iron and Steel Statistics Bureau.

' Commissioner Miller notes the inconclusive nature of U.S. and third country price comparisons and gives greater
weight to other factors in reaching her determinations on no discernible adverse impact.

" See CR/PR at Table I-1.
73 See CR/PR at Table V-7.
™ CR/PR at Table I-1.

> CR/PR at Table I-1.

¢ CR/PR at Table I-1.

" CR/PR at Table I-1.
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Neither of the two known Spanish producers, Roldan and Olarra, responded to the Commission’s
questionnaire in these reviews so information is limited concerning the Spanish industry.” Available
information suggests greater capacity now than existed during the original investigations.” The two
Spanish producers have increased production by *** percent since 1998.%° While the majority of Spanish
production was shipped to the home market in the original investigations,*' Spanish production of SSWR
has increased more than Spanish consumption, suggesting more exports of SSWR.** Underselling by the
subject imports from Spain predominated during the period of review, occurring in 6 of 7 instances, as it
did during the original investigations when underselling was reported in 14 of 16 comparisons.*® The
underselling during the original investigations and despite the order indicates that subject imports would
likely be sold at prices likely to suppress or depress domestic prices if the order were revoked.

We also take into account other factors, discussed later, including the vulnerability of the
domestic industry, the substitutability of SSWR from different sources and the importance of price to
purchasers. In sum, we do not find that subject imports from Spain, which continue to be present in the
U.S. market and undersell domestic SSWR with the order in place, would likely have no discernible
adverse impact on the domestic industry if the order were revoked.

5. Sweden

Subject imports from Sweden were *** short tons in 1995, *** short tons in 1996, and *** short
tons in 1997.% They remained above *** short tons during 1998-2000.%° The volume of subject imports
from Sweden declined only in 2002 and 2003 to approximately *** short tons per year.® Subject
imports from Sweden accounted for *** percent of the U.S. market in 1996, *** percent in 2001, and
*** percent in 2003."

The Commission obtained information from Fagersta Stainless AB, the only subject exporter
during the period of review and the original investigations.®® Fagersta’s capacity ***.5 However, its
production *** short tons and its capacity utilization was *** percent in 2003, the *** reported in nine

™ CR at IV-6. The record includes data on Spanish producers’ annual production, and total annual consumption in
Spain, from Steel and Metals Market Research. See CR/PR at Table IV-15.

™ QOriginal Staff Report, INV-057, at VII-15 to VII-17 (Roldan ***),
% CR/PR at Table IV-14.

# Original Staff Report, INV-V-057 at Table VII-6.

82 CR/PR at Table IV-15.

% See CR/PR at Table V-7.

¥ CR/PR at Table I-1.

8 CR/PR at Table I-1.

8 CR/PR at Table I-1.

¥ CR/PR at Table I-1.

% All subject imports from Sweden were produced by Fagersta during the period. Certain proprietary SSWR
grades of Swedish producer Kanthal are excluded from the scope of the order and Kanthal’s exports to the United
States were confined to these grades. CR at IV-26 to IV-27, PR at IV-8.

% CR/PR at Table IV-16.
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years.” In 2003, it had excess capacity of *** short tons which was equivalent to more than *** percent
of apparent U.S. consumption that year.”! Furthermore, Fagersta *** .

Underselling by the subject imports from Sweden also predominated during the period of review,
occurring in 46 of 68 instances, as it did during the original investigations when underselling was
reported in 31 of 38 comparisons.” The underselling despite the order and during the original
investigations indicate that subject imports would likely be sold at prices likely to suppress or depress
domestic prices if the order were revoked.

We also take into account other factors discussed below, including the vulnerability of the
domestic industry, the substitutability of SSWR from different sources, and the importance of price to
purchasers. In sum, we do not find that subject imports from Sweden, which continue to be present in the
U.S. market and undersell domestic SSWR with the order in place, would likely have no discernible
adverse impact on the domestic industry if the order were revoked.

6. Taiwan

In the original investigation, subject imports from Taiwan increased rapidly, rising from ***
short tons in 1995 to *** short tons in 1997.>* The imports fell to *** short tons in 1998, approximately
*** short tons per year during 1999-2000, and to minimal levels thereafter, except in 2002 when they
were *** short tons.” Subject imports from Taiwan peaked at *** percent of the U.S. market in 1997.%°

There are two known producers of SSWR in Taiwan, Walsin Lihwa (“Walsin) and Yieh Hsing.
However, only Walsin is subject to the antidumping duty order.”” Walsin exports more than *** of its
shipments.”® Walsin provided information to the Commission indicating that it *** short tons since the
original investigations.” Moreover, its excess capacity of *** short tons in 2003 was equivalent to more
than *** percent of apparent U.S. consumption that year.'” Some sources suggest that prices are
generally higher in the U.S. market than Asia and subject imports from Taiwan were *** short tons in

% Compare CR/PR at Table IV-16 with CR/PR at Table I-3.

1 CR/PR at Table IV-16; Original Staff Report, INV-V-057, at Table VII-7,
%2 CR/PR at Table IV-16..

%3 See CR/PR at Table V-7.

® CR/PR at Table I-1.

% CR/PR at Table I-1.

% CR/PR at Table I-1.

7 68 Fed. Reg. 68885, 68886 (Dec. 5. 2003).

%8 See CR/PR at Table IV-18.

» See INV-V-57 at Table VII-8 (capacity of *** short tons in 1997) and CR/PR at Table IV-18 (capacity increased
to **¥),

100 See CR/PR at Table IV-18,
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2002 despite the order, we conclude that the U.S. market remains an attractive market for SSWR from
Taiwan.'®! 12

During the period of review, subject imports from Taiwan undersold domestic SSWR in 5 of 14
instances;'"” during the original investigations underselling was reported in 15 of 20 comparisons.'* The
underselling during the original investigations and its continuation, albeit with less frequency, despite the
antidumping order indicates that subject imports would likely be sold at prices likely to suppress or
depress domestic prices if the order were revoked.

We also take into account other factors discussed below, including the vulnerability of the
domestic industry, the substitutability of SSWR from different sources, and the importance of price to
purchasers. In sum, we do not find that subject imports from Taiwan, which increased rapidly during the
original investigations, would likely have no discernible adverse impact on the domestic industry if the
order were revoked.

C. Likelihood of a Reasonable Overlap of Competition

In the original investigations, the Commission found that there was a reasonable overlap of
competition among the subject imports and between the subject imports and the domestic like product. It
found that subject imports from all subject countries and domestic SSWR were sold through the same
channels of distribution to end users.'” Subject imports and domestic SSWR were also sold throughout
the United States and present in substantial volumes during the period of investigation.!%

With respect to fungibility, the Japanese respondents had argued that quality differences between the
Japanese product and domestic SSWR limited the substitutability of the two. However, the Commission
found that although the Japanese product was superior in some respects, it was still used interchangeably
with domestic SSWR and thus SSWR from the subject countries and SSWR was fungible.'”’

In these reviews, no party has argued that circumstances have changed so as to warrant a
different result regarding the overlap of competition for cumulation purposes and the record continues to
indicate that a reasonable overlap of competition is likely if the orders were revoked.

First, the record indicates that once made to customers’ specifications, the subject imports and
domestic SSWR are generally substitutable and interchangeable in their uses.!”® Both the subject imports

1T As discussed in n.49 supra, the record is mixed with respect to relative price levels, but we rely mainly on data
from the Iron and Steel Statistics Bureau.

192 Commissioner Miller notes the inconclusive nature of U.S. and third country price comparisons and gives
greater weight to other factors in reaching her determinations on no discernible adverse impact.

1% See CR/PR at Table V-7.

104 See CR/PR at Table V-7 n.1.
1% USITC Pub. 3126 at 12.

1% USITC Pub. 3126 at 12.

17 USITC Pub. 3126 at 13.

'% CR at [I-14, PR at II-9. Almost all domestic producers and over half of the importers indicated that the subject
imports and domestic SSWR are always or frequently used interchangeably. Id. With the exception of subject
imports from Japan, the majority of purchasers indicated that the subject imports were always or frequently used in
the same applications. CR/PR at Table 1I-6. The majority of purchasers of Japanese subject imports indicated that
they were sometimes used in the same applications as domestic SSWR. Id.
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and domestic like product are sold directly to end users.'” The record in the original investigations
indicated that the subject imports and domestic like product are sold throughout the United States, and no
new information undermines that conclusion.

With respect to the presence of the subject imports in the U.S. market, the evidence suggests that
subject imports would be present from all countries if the orders were removed. Subject imports from all
six countries were present in the U.S. market during the period of review and quarterly price comparisons
were also available for all six countries.''

Based on the traditional four competition factors that the Commission considers, we conclude
that subject imports from the subject countries likely would be sufficiently fungible, move in the same
channels of distribution, and compete simultaneously in the same geographic markets if the antidumping
duty orders were revoked. Consequently, we conclude that there likely would be a reasonable overlap of
competition between subject imports and the domestic like product, and among the subject imports
themselves, if the orders were revoked.

D. Other Considerations

In determining whether to exercise our discretion to cumulate the subject imports from the six
countries we assess whether the subject imports from certain countries are likely to compete under
different conditions in the U.S. market. While there have been some differences in the import volumes
and product mixes, as reflected in higher unit values for imports from some countries, we do not find
these differences so substantial as to warrant declining to cumulate in these reviews. Further, there are
similarities in the circumstances of each country’s exporters as well that tend to offset differences in the
condition of competition. Producers in all subject countries have maintained a market presence in the
United States during the period of review.'"! Subject imports from Italy ***.'> Subject imports from
*%% followed a similar trend.'?® *** 114

In light of these and other similarities, and the high substitutability of subject imports from the
subject countries and their significant underselling, we do not find that there will likely be any significant
and consistent differences in the conditions of competition among the subject imports from the six
countries and exercise our discretion to cumulate the subject imports.'" !¢

1 CR atI-22, PR at I-14.
19 See CR/PR at Table V-7.

1T Although Cogne’s exports of SSWR to the United States have been minimal since 1999, Cogne has an affiliated
distributor in the United States, Cogne Specialty Steel USA. CR/PR at Table IV-5; CR at IV-9, PR at IV-5.

112 §ee CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.
113 Gee CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.

114 See CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089; CR/PR at Tables IV-5 and
IV-11.

13 Cogne argued that its product mix, import trends, and capacity utilization are different from other subject
exporters and that Italy is a net importer of SSWR, so the Commission should decline to cumulate subject imports
from Italy. See Cogne’s Prehearing Brief at 26-29; Cogne’s Posthearing Brief at 6-7. It also asserts that it should
not be penalized by being cumulated with countries for which the subject exporters did not respond to Commission
questionnaires. Cogne’s Prehearing Brief at 30. We do not finds that the record supports Cogne’s contentions.
Cogne’s shipments of SSWR are primarily ***. See Cogne’s Prehearing Brief at 28; CR/PR at Tables III-3, IV-2,
and I'V-8. Further, ***. See CR/PR at Tables I-1, IV-5, and IV-11.

With respect to Cogne’s argument regarding Italy being a net importer, and citing an earlier Commission
' (continued...)
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v. LIKELIHOOD OF CONTINUATION OR RECURRENCE OF MATERIAL INJURY IF
THE ANTIDUMPING ORDERS ARE REVOKED

A, Legal Standard In A Five-Year Review

In a five-year review conducted under section 751(c) of the Act, Commerce will revoke an
antidumping order unless: (1) it makes a determination that dumping is likely to continue or recur, and
(2) the Commission makes a determination that revocation of the antidumping order “would be likely to
lead to continuation or recurrence of material injury within a reasonably foreseeable time.”'"” The SAA
states that “under the likelihood standard, the Commission will engage in a counter-factual analysis; it
must decide the likely impact in the reasonably foreseeable future of an important change in the status
quo — the revocation or termination of a proceeding and the elimination of its restraining effects on
volumes and prices of imports.”'"® Thus, the likelihood standard is prospective in nature.'"’

113 (...continued)
investigation, we first note that every Commission investigation is sui generis because each involves the unique
interaction of many economic variables. See Ranchers-Cattlemen Action Legal Foundation v. United States, 74 F.
Supp. 2d 1353, 1379 (Ct. Int’] Trade 1999). While Italy may be a net importer of SSWR, the facts in these reviews

differ from those cited by Cogne in Certain Carbon Steel Products from Australia, Belgium, Brazil, Canada, Finland,

France, Germany, Japan, Korea, Mexico, the Netherlands, Poland, Romania, Spain, Sweden, Taiwan, and the United
Kingdom, Inv. Nos. AA1921-197 (Review), 701-TA-231, 319-320, 322, 325-328, 340, 342, and 348-350 (Review),

731-TA-573-576, 578, 582-587, 604, 607-608, 612, and 614-618 (Review) USITC Pub. 3364 (Nov. 2000). In that
review, in which the Commission did not cumulate subject imports from Canada, Canadian capacity was
significantly below levels during the original investigation; in contrast, Cogne’s capacity in the current review is ***
than in the original investigation See USITC Pub. 3364 at 22; CR/PR at Table IV-5. Unlike Cogne in the present
review, the Canadian producer, Stelco, was not export-oriented, with nearly all of its shipments remaining in the
home market or being internally consumed. Further, because Canada had imposed antidumping duty orders on a
number of countries, Stelco was expected to remain focused on supplying its home market. Also, exports of plate
from the United States to Canada were 15 times the level of subject imports from Canada. USITC Pub. 3364 at 22.
In this investigation, Italy only imports ***. See Domestic Industry’s Posthearing Brief at Exhibit 2 (imports of ***
metric tons and exports of *** metric tons). Finally, we note that there is no exception to cumulation based on
participation or non-participation in five-year reviews. See Ugine-Savoie Imphy v. United States, 248 F. Supp. 2d.
1208, 1223 (Ct. Int’l Trade 2002).

16 We also note the arguments of the Korean respondents, Changwon and Dongbang, Prehearing Brief at 9-11.
However, as we explained, we do not find that import trends with respect to subject imports from Korea will likely
differ from other subject imports to a significant or consistent extent. Subject imports from other countries followed
similar trends and the subject exporter in ***, Also, there is evidence on the record that price levels for SSWR in the
United States are generally higher than those in Asia. See Domestic Industry’s Posthearing Brief at Exhibit 6.

1719 U.S.C. § 1675a(a).

18 SAA, HR. Rep. No. 103-316, vol. 1, at 883-84 (1994). The SAA states that “[t]he likelihood of injury standard
applies regardless of the nature of the Commission’s original determination (material injury, threat of material injury,
or material retardation of an industry). Likewise, the standard applies to suspended investigations that were never
completed.” SAA at 883.

9 While the SAA states that “a separate determination regarding current material injury is not necessary,” it
indicates that “the Commission may consider relevant factors such as current and likely continued depressed
shipment levels and current and likely continued [sic] prices for the domestic like product in the U.S. market in
making its determination of the likelihood of continuation or recurrence of material injury if the order is revoked.”
SAA at 884.
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The U.S. Court of International Trade has found that “likely,” as used in the sunset review
provisions of the Act, means “probable,” and the Commission applies that standard in five-year
reVieWS.lzo 121 122

The statute states that “the Commission shall consider that the effects of revocation or
termination may not be imminent, but may manifest themselves only over a longer period of time.
According to the SAA, a “‘reasonably foreseeable time’ will vary from case-to-case, but normally will
exceed the ‘imminent’ timeframe applicable in a threat of injury analysis [in antidumping
investigations].”'?* *°

Although the standard in a five-year review is not the same as the standard applied in an original
antidumping investigation, it contains some of the same fundamental elements. The statute provides that
the Commission is to “consider the likely volume, price effect, and impact of imports of the subject
merchandise on the industry if the orders are revoked or the suspended investigation is terminated.”"*® It
directs the Commission to take into account its prior injury determination, whether any improvement in
the state of the industry is related to the order or the suspension agreement under review, whether the

2123

120 See NMB Singapore Ltd. v. United States, 288 F. Supp. 2d 1306, 1352 (Ct. Int’l Trade 2003) (““likely’ means
probable within the context of 19 U.S.C. § 1675(c) and 19 U.S.C. § 1675a(a)”); Nippon Steel Corp. v. United States,
Slip Op. 02-153 at 7-8 (Ct. Int’l Trade Dec. 24, 2002) (same); Usinor Industeel, S.A. v. United States, Slip Op. 02-
152 at 4 n.3 & 5-6 n.6 (Ct. Int’l Trade Dec. 20, 2002) (“more likely than not” standard is “consistent with the court’s
opinion”; “the court has not interpreted ‘likely’ to imply any particular degree of ‘certainty’”); Indorama Chemicals
(Thailand) Ltd. v. United States, Slip Op. 02-105 at 20 (Ct. Int’l Trade Sept. 4, 2002) (“standard is based on a
likelihood of continuation or recurrence of injury, not a certainty”); Usinor v. United States, Slip Op. 02-70 at 43-44
(Ct. Int’l Trade July 19, 2002) (““likely’ is tantamount to ‘probable,” not merely ‘possible’”).

121 Commissioner Hillman interprets the statute as setting out a standard of whether it is “more likely than not” that
material injury would continue or recur upon revocation. She assumes that this is the type of meaning of “probable”
that the Court intended when the Court concluded that “likely” means “probable”. See Separate Views of Vice
Chairman Jennifer A. Hillman Regarding the Interpretation of the Term “Likely”, in Certain Carbon Steel Products
from Australia, Belgium, Brazil, Canada, Finland, France, Germany, Japan, Korea, Mexico, The Netherlands,
Poland, Romania, Spain, Sweden, Taiwan, and the United Kingdom (Views on Remand), Invs. Nos. AA1921-197
(Review), 701-TA-231, 319-320, 322, 325-328, 340, 342, and 348-350 (Review), and 731-TA-573-576, 578, 582-
587, 604, 607-608, 612, and 614-618 (Review) (Remand), USITC Pub. 3526 (July 2002) at 30-31.

122 Commissioner Lane refers to her dissenting views in Pressure Sensitive Plastic Tape from Italy, Inv. No.
AA1921-167 (Second Review), USITC Pub. 3698 (June 2004) at 23-25.

13 19 U.S.C. § 1675a(a)(5).

124 SAA at 887. Among the factors that the Commission should consider in this regard are “the fungibility or
differentiation within the product in question, the level of substitutability between the imported and domestic
products, the channels of distribution used, the methods of contracting (such as spot sales or long-term contracts),
and lead times for delivery of goods, as well as other factors that may only manifest themselves in the longer term,
such as planned investment and the shifting of production facilities.” Id.

12 In analyzing what constitutes a reasonably foreseeable time, Chairman Koplan examines all the current and
likely conditions of competition in the relevant industry. He defines “reasonably foreseeable time” as the length of
time it is likely to take for the market to adjust to a revocation or termination. In making this assessment, he
considers all factors that may accelerate or delay the market adjustment process including any lags in response by
foreign producers, importers, consumers, domestic producers, or others due to: lead times; methods of contracting;
the need to establish channels of distribution; product differentiation; and any other factors that may only manifest
themselves in the longer term. In other words, this analysis seeks to define “reasonably foreseeable time” by
reference to current and likely conditions of competition, but also seeks to avoid unwarranted speculation that may
occur in predicting events into the more distant future.

126 19 U.S.C. § 1675a(a)(1).
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industry is vulnerable to material injury if the orders are revoked or the suspension agreement is
terminated, and any findings by Commerce regarding duty absorption pursuant to 19 U.S.C. §
1675(a)(4)."”

For the reasons stated below, we determine that revocation of the antidumping orders on SSWR
would be likely to lead to continuation or recurrence of material injury to the domestic industry within a
reasonably foreseeable time.

B. Conditions of Competition

In evaluating the likely impact of the subject imports on the domestic industry, the statute directs
the Commission to consider all relevant economic factors “within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.”'?® The following conditions of
competition in the SSWR market are relevant to our determination.

Demand for SSWR depends primarily on the demand for downstream products in certain end use
industries, such as the automotive, medical instruments and general manufacturing industries, that require
the corrosion-resistant properties of SSWR.'? While demand for SSWR had increased due to general
growth in the economy and the development of new applications for SSWR products at the time of the
original investigations,'® apparent U.S. consumption of SSWR dropped *** in 2001 and remains ***
below its 1998 level. Apparent U.S. consumption was *** short tons in 1998, but in 2003 it was only
*** short tons.”*' Competition from imports in the downstream market for wire, as well as the 2001
recession, are believed to have led to this decline.”?> However, the parties to these reviews agree that
apparent U.S. consumption is likely to grow over the next few years.'*

SSWR is typically made to customer specifications and inventories are generally low.”** Sales
are largely made directly to end users and most domestic producers determine prices for each particular
transaction.'®® There is at least a moderate degree of substitutability between the subject imports and
domestic SSWR,"*¢ and price, as well as quality, are the most important factors influencing purchasing
decisions."’

The domestic industry has restructured since the period of the original investigations. Carpenter
Technology Corporation purchased Talley Metals Technology, Inc. in 1998. Universal Stainless and

2719 U.S.C. § 1675a(a)(1). There have been no duty absorption findings by Commerce with respect to the orders
under review. See CR at I-14, PR at [-8. The statute further provides that the presence or absence of any factor that
the Commission is required to consider shall not necessarily give decisive guidance with respect to the Commission’s
determination. 19 U.S.C. § 1675a(a)(5). While the Commission must consider all factors, no one factor is
necessarily dispositive. SAA at 886.

128 19 U.S.C. § 1675a(a)(4).

12 CR at 1I-7, PR at [1-4.

BOUSITC Pub. 3126 at 13.

131 CR/PR at Table I-3.

32 CR at II-7, PR at [1-4. See Tr. at 214-215.

133 CR at II-7, PR at II-4; Tr. at 214 (recent increase in demand).
4 CR at II-3, 1I-5, PR at 1I-2, 11-4.

35 CR at I-22, PR at I-14.

136 CR at I1-9, PR at [1-6.

137 See CR/PR at Table II-1.
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Alloy Products, Inc. purchased Empire Specialty Steel in 2002 and formed Dunkirk Specialty Steel, LLC.
Avesta Sheffield merged with Outokumpu Stainless in 2001 to become Avesta Polarit which was
renamed Outokumpu in 2004. Both Charter Specialty Steel and North American Stainless entered the
industry and began SSWR production in 2001 and 2003, respectively."*

The domestic industry has also added capacity since the original investigations. Total capacity
has risen from *** short tons in 1997 to *** short tons in 2003."*° NAS spent ***'** on its productive
facilities; the industry’s capacity is expected to increase by another *** short tons in 2004 due to this
investment and investment by Allvac.'*!

Carpenter and Talley accounted for more than *** percent of the domestic industry’s total net
sales quantity and production in 2003, although that may change as new producers enter the market.'*
While captive consumption for production of downstream products accounts for over *** percent of the
industry’s shipments in 2003, this ratio has been gradually declining since 1998 due to decreases in
internal consumption by *** and increasing participation in the merchant market by new domestic
producers.'*

Subject imports remained in the U.S. market but steadily declined from their peak in 1997.'*
Nonsubject imports accounted for *** percent of the U.S. market in 1997 and steadily increased their
share until they peaked at *** percent of the market in 2000, before falling to *** percent in 2003.'*

There are antidumping orders on SSWR from Brazil, India, and France which have been in effect
since at least 1994.' Also, as part of the safeguard investigations involving steel products (including
SSWR), the President imposed temporary import relief via proclamation on March 5, 2002. Import relief
relating to SSWR consisted of an additional tariff of 15 percent ad valorem in the first year, and 12
percent in the second year. The relief, however, was terminated by the President on December 4,

13% Gee CR at [-23 to 1-24, PR at I-15.

132 CR/PR at Table I-1. Domestic capacity has increased at three facilities. Charter began production at a plant in
Ohio, NAS began and expanded SSWR operations at a plant in Kentucky, and Dunkirk acquired and started
operations at a plant in New York. CR at III-3, PR at III-3.

140 CR at I11-20, PR at III-5.
4! CR at IfI-1 to I11-2, PR at ITI-1
2 CR at III-17, PR at I1I-4; CR at I-24, PR at I-15.

143 CR at [-22, PR at I-15; CR at III-17, PR at IlI-4; Table III-7. The Commission has stated that the statutory
captive production provision does not apply to five-year reviews. See, e.g., Certain Carbon Steel Products from
Australia, Belgium, Brazil, Canada, Finland, France, Germany, Japan, Korea, Mexico, the Netherlands, Poland,
Romania, Spain, Sweden, Taiwan, and the United Kingdom, Inv. Nos. AA1921-197 (Review), 701-TA-231, -319-
20, -320, -322, -325-28, -340, -342, and -348-50 (Review), and 731-TA-573-76, -578, -582-87, -604, -607-08, -612,
and -614-18 (Review), USITC Pub. 3364 (November 2000) at 40; Electrolytic Manganese Dioxide from Greece and
Japan, Inv. Nos. 731-TA-406- 08 (Review), USITC Pub. 3296 at 15 n.90 (May 2000).

44 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.

145 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089. Nonsubject imports were ***
short tons in 1998, rose to *** short tons in 2000 and then declined to *** short tons in 2003. Id. For purposes of
our analysis, imports of SSWR produced by Valbruna of Italy, including *** percent of imports from Italy in 1997,
are considered to be nonsubject imports.

146 See CR at [-3, PR at I-5.
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2003.'*" There also are antidumping or countervailing duty orders on a downstream product, stainless
steel bar, from Brazil, France, Germany, India, Italy, Japan, Korea, Spain, and the United Kingdom.'*®

We find that these conditions in the SSWR market provide us with a reasonable basis on which
to assess the effects of revocation of the order.

C. Likely Volume of Subject Imports

In evaluating the likely volume of imports of subject merchandise if the antidumping orders are
revoked, the Commission is directed to consider whether the likely volume of imports would be
significant either in absolute terms or relative to production or consumption in the United States.'*’ In
doing so, the Commission must consider “all relevant economic factors,” including four enumerated
factors: (1) any likely increase in production capacity or existing unused production capacity in the
exporting country; (2) existing inventories of the subject merchandise, or likely increases in inventories;
(3) the existence of barriers to the importation of the subject merchandise into countries other than the
United States; and (4) the potential for product shifting if production facilities in the foreign country,
which can be used to produce the subject merchandise, are currently being used to produce other
products.'®

In the original investigations, the Commission found that the volume of cumulated subject
imports rose by *** percent from 1995 to 1997 and subject imports’ market share rose from *** percent
over the period.”! It noted that the increase was greater than the rise in apparent U.S. consumption over
the period. The Commission found the increase in volume and market share of the subject imports to be
significant.'*

Since 1997, cumulated subject imports have declined gradually but remained in the market.'>
Subject imports captured *** percent of the market in 1997, fell to *** percent in 1998 when the orders
were imposed and declined thereafter until 2003, but such imports still accounted for *** percent of
apparent U.S. consumption.'* The domestic industry was unable to increase its market share until 2002-
2003 due to an increase in nonsubject imports.'*

Capacity and excess capacity in the subject countries have increased significantly since the
original investigations. Total capacity in the six subject countries is known to be at least *** short tons

147 See CR at I-11, PR at I-6.

8 gee CR at I-3 n.9, PR at I-6 n.9.
19919 U.S.C. § 1675a(a)(2).

15019 U.S.C. § 1675a(a)(2)(A-D).
3! Original Determination at 19.
192 1d. at 19-20.

13 As discussed above for cumulation, we are not considering Italian producer Valbruna’s exports to the United
States to be subject imports.

15 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089. Cumulated subject imports were
**% short tons in 1997, *** short tons in 1998 and *** short tons in 2003. Id.

155 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089. The industry’s market share was
*** percent in 1998 but this fell to *** percent in 2001 before increasing to *** percent in 2002 and *** percent in
2003. '
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greater than during the original investigations.’*® Known excess capacity in the subject countries totals at
least *** short tons, equivalent to more than *** of apparent U.S. consumption in 2003."’

Several factors indicate that subject exporters are likely to increase exports to the United States
to significant levels if the orders were revoked. First, the subject imports maintained their presence in
the United States to a significant degree, indicating the importance of the U.S. market to the subject
exporters.'”® Second, the subject producers export a substantial portion of their shipments,"*® and
transportation costs do not appear to provide much disincentive to shipping SSWR to the United States
from Asia and Europe.'®® Some sources suggest that prices for SSWR generally have been lower in Asia
and Europe than in the United States during the majority of the review period, although the relationship
between U.S. and European prices has fluctuated in 2003 and 2004,"" indicating that the U.S. market
remains attractive.'® ' The increase in nonsubject imports until 2001 when apparent U.S. consumption
fell also evidences the attractiveness of the U.S. market.’®* The safeguard measure on SSWR, described
earlier, also was terminated in December 2003, and will make imports more competitive in the United
States.'®®

1¢ This figure is based on the increases reported by *** alone. Capacity did not increase in ***. It is unclear
whether capacity increased in Japan and Spain because the Commission did not receive responses to its foreign
producer questionnaires for those countries, but we note that production increased in both countries. See CR/PR at
Tables IV-10 and IV-15.

157 Compare CR/PR at Tables IV-5, IV-11, IV-16, IV-18 with CR/PR at Table I-1. This figure does not take into
account excess capacity in Japan and Spain, for which the Commission has no information. Inventories are not likely
an important source of increased export shipments. CR at II-5, PR at [I-3.

'*8 With the orders in place in 1999, the subject imports were *** short tons, accounting for *** percent of the U.S.
market. See CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.

139 CR/PR at Tables IV-5, IV-11, IV-16, and IV-18.

10 While transportation costs from the subject countries increased slightly since the original investigations, the
record indicates that they do not provide much disincentive to increased imports from the subject countries. CR at V-
2 to V-3, PR at V-1. For example, the record indicates that transportation costs were greatest for SSWR from Italy
at 9.0 percent of total cost, yet at least one Italian producer, Valbruna, continued to export to the U.S. market. CR at
V-2, PR at V-1; CR/PR at Table IV-6. Nonsubject exporter Yieh Hsing in Taiwan also continues to export to the
United States despite the transportation costs involved. See CR/PR at Table I-1.

16! As discussed in n.49 supra, the record is mixed with respect to relative price levels, but we rely mainly on data
from the Iron and Steel Statistics Bureau.

162 See Domestic Industry’s Posthearing Brief at Exhibit 6. Demand may have increased in Asia, yet this does not
appear to have decreased the attractiveness of the U.S. market for exporters located in Asia. Although subject
imports from Taiwan receded, U.S. imports from Taiwan not subject to the order generally increased. See CR/PR at
Table I-1. While Korean exports to Asia increased from *** short tons in 1998 to *** short tons in 2000, U.S.
subject imports from Korea still supplied *** percent of the U.S. market in 2000 even with the order in place. CR/PR
at Table IV-11.

1 Commissioner Miller notes the inconclusive nature of U.S. and third country price comparisons and gives
greater weight to other factors in reaching her determinations.

164 See CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.

18 Product shifting does not appear to be a significant factor in these reviews. Only one of six responding subject
exporters indicated that it could shift production from other products to production of SSWR. CR at II-6, PR at II-4.
Subject exporters also did not report any barriers to importation of SSWR in other countries. CR at IV-10n.11; IV-
24 n.15;IV-25n.17; IV-27 n.21; and IV- 30 n.22, PR at IV-6 nn. 10,11; IV-7n.15; IV-8 nn.17, 21; IV-9 n.22.
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The domestic industry was able to improve its market share to a significant degree in 2003.'¢
However, the U.S. market in 2003 was less than *** the size of the market in 1997, enhancing the
significance of the increased subject imports we find to be likely if the orders are revoked.'®’

Accordingly, we conclude that the likely volume of imports of the subject merchandise, both in
absolute terms and relative to production and consumption in the United States, would be significant
absent the restraining effects of the antidumping orders.

D. Likely Price Effects of Subject Imports

In evaluating the likely price effects of subject imports if the antidumping order is revoked, the
Commission is directed to consider whether there is likely to be significant underselling by the subject
imports as compared to domestic like products and whether the subject imports are likely to enter the
United States at prices that otherwise would have a significant depressing or suppressing effect on the
price of domestic like products.'®®

In the original investigations, the Commission found that purchasers of SSWR considered price
to be an important factor in making purchasing decisions. The subject imports from the subject countries
undersold the domestic like product in 83.9 percent of comparisons and the Commission found that the
subject imports suppressed price increases to a significant degree.'® Domestic prices were declining or
flat and the industry’s cost of goods sold rose as a fraction of net sales even though demand was
increasing.'”

The current conditions of competition are generally similar to those that prevailed during the
original investigations, although there is now greater domestic production capacity but less demand for
SSWR. There is no indication that the nature of the imported product has changed. The record indicates
that there is a moderate degree of substitutability between the subject imports and domestic SSWR.!”!
Price, as well as quality, are the most important factors influencing purchasing decisions.'”

The subject imports continued to undersell domestic SSWR to a significant extent even with the
antidumping duty orders in place. In these investigations, the Commission collected quarterly pricing
data on six pricing products, and underselling occurred in 127 of 177 comparisons from 1998 to 2003.'”

1% See CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.

197 See CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089. The domestic industry’s
production has also declined by *** percent since 1997, indicating that the same likely volume of subject imports
would be greater relative to domestic production. See CR/PR at Table III-1.

1% 19 U.S.C. § 1675a(2)(3). The SAA states that “[c]onsistent with its practice in investigations, in considering the
likely price effects of imports in the event of revocation and termination, the Commission may rely on circumstantial,
as well as direct, evidence of the adverse effects of unfairly traded imports on domestic prices.” SAA at 886.

1 USITC Pub. 3126 at 16.
10 USITC Pub. 3126 at 16.
I CR at 11-9.

72 See CR/PR at Table II-1.

173 CR/PR at Table V-7. The Commission collected data on six pricing products. See CR/PR at Tables V-1, V-2,
V-3, V-4, V-5, and V-6. Pricing products 1, 2, and 3 are austenitic grades of SSWR, product 4 is a ferritic grade,
and products 5 and 6 are martensitic grades. CR at V-8 n.7, PR at V-6 n.7. Five domestic producers and 11
importers provided data. CR at V-8, PR at V-7. Pricing data accounted for *** percent of domestic commercial
shipments of the domestic producers. The data account for *** percent of U.S. shipments of subject imports from
Korea, *** percent U.S. shipments of subject imports from Spain, *** percent U.S. shipments of subject imports

(continued...)
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Underselling occurred in the majority of comparisons for all pricing products.'™ The average margin of
underselling was 17.9 percent.'”

Domestic prices were weak over the period of review and domestic SSWR prices fell during
1998 and then fluctuated between 1999 and 2003.""® Domestic prices for three pricing products fell by
*** percent over the period, prices for two pricing products fell by approximately *** percent, and prices
for one pricing product rose by *** percent.'”” While the safeguard measure would be expected to
bolster U.S. prices, demand was weak during 2002 and 2003 so any positive effect on prices was limited,
and the safeguard measure has since been revoked.'” Prices for raw materials fluctuated over the period
and increased as a ratio to the value of net sales from *** percent.'” The domestic industry could not
raise prices sufficiently to cover costs.'® Recent increases in the prices for raw materials have led
domestic producers to attempt to raise prices to offset these rising costs.'*!

However, several factors continue to make it difficult for the domestic industry to increase
prices. While the industry has added capacity, demand, remains below the level during the original
investigations.'® Competition in the downstream market for wire also forces purchasers of SSWR to be
particularly sensitive to price and is another source of downward pressure on SSWR prices.'® All of
these factors are likely to continue to keep domestic prices for SSWR weak even with the orders in place.

The record indicates that subject imports have continued to undersell domestic SSWR in order to
maintain a presence in the U.S. market. If the orders were revoked, domestic purchasers of SSWR would
have further leverage for obtaining lower prices from the domestic producers. Because of the
substitutability of the subject imports and the importance of price in purchasing decisions, we find that
the increasing volumes of subject imports would likely undersell domestic SSWR to a significant degree
to regain market share. This underselling would suppress price increases and depress domestic prices to
a significant degree.

173 (...continued)
from Sweden, *** percent U.S. shipments of subject imports from Taiwan. Data for Italy and Japan were more
limited. CR at V-9, PR at V-7; CR at V-9 n.§, PR at V-7 n.8.

17 See CR/PR at Tables V-1, V-2, V-3, V-4, V-5, and V-6.

175 CR/PR at Table V-7. The underselling margin in the original investigations averaged 7.6 percent. USITC Pub.
3126 at 16.

6 CR at V-9, PR at V-8.

"7 CR at V-9, PR at V-8.

178 See Tr. at 98.

17 CR/PR at Table I1I-6.

180 The ratio of cost of goods sold to net sales rose from *** in 1998 to *** in 2003. CR/PR at Table III-6.
81 Tr. at 100.

182 Respondents have attempted to link price declines to NAS’s entry into the market. See Cogne’s Posthearing
Brief at 14 (***). However, NAS did not start production until 2003 and, as discussed above, prices were declining
before then. Moreover, the quantity of NAS’ net sales in 2003, *** short tons, was much less than the volume of
subject imports, *** short tons. See CR/PR at Table I1I-7; CR/PR at Table I-1, as revised by memoranda INV-BB-
082 and INV-BB-089. While we recognize that NAS is likely to have an effect on prices in the future, this does not
mean that subject imports will not also have a significant effect on prices.

183 Cogne’s Prehearing Brief at 40.
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E. Likely Impact of Subject Imports

In evaluating the likely impact of imports of subject merchandise if the antidumping orders are
revoked, the Commission is directed to consider all relevant economic factors that are likely to have a
bearing on the state of the industry in the United States, including but not limited to: (1) likely declines
in output, sales, market share, profits, productivity, return on investments, and utilization of capacity; (2)
likely negative effects on cash flow, inventories, employment, wages, growth, ability to raise capital, and
investment; and (3) likely negative effects on the existing development and production efforts of the
industry, including efforts to develop a derivative or more advanced version of the domestic like
product.’ All relevant economic factors are to be considered within the context of the business cycle
and the conditions of competition that are distinctive to the industry.”®® As instructed by the statute, we
have considered the extent to which any improvement in the state of the domestic industry is related to
the order at issue and whether the industry is vulnerable to material injury if the orders are revoked.'®

In the original investigations, the Commission found that the domestic industry’s production and
capacity utilization fell during each year of the period of investigation. Its shipments fell over the period
as did employment levels."®” The domestic industry’s financial performance also generally deteriorated
and the domestic industry’s operating profits declined from 1995 to 1996, before turning into operating
losses in 1997 '%

The condition of the domestic industry has deteriorated since the time of the original
investigations and we find the industry to be vulnerable. The industry ***.'* The domestic industry’s
total sales fell over the period,'” and the cost of goods sold including raw material costs did not fall as

1% 19 UU.S.C. § 1675a(a)(4).

'8 19 U.S.C. § 1675a(a)(4). Section 752(a)(6) of the Act states that “the Commission may consider the magnitude
of the margin of dumping” in making its determination in a five-year review. 19 U.S.C. § 1675a(a)(6).. The statute
defines the “magnitude of the margin of dumping” to be used by the Commission in five-year reviews as “the
dumping margin or margins determined by the administering authority under section 1675a(c)(3) of this title.” 19
U.S.C. § 1677(35)(C)(iv). See also SAA at 887. Commerce found the likely margin of dumping for exporters
(except Valbruna) in Italy to be 12.73 percent. The likely margin of dumping for exporters in Japan ranged from
21.18 to 34.21 percent. Subject exporters Changwon and Dongbang in Korea were assigned a likely margin of
dumping of 5.77 percent. Subject exporters in Spain received a likely margin of dumping of 4.73 percent. Subject
exporters in Sweden received a likely margin of dumping of 5.71 percent, and subject exporters in Taiwan received a
likely margin of dumping of 8.29 percent. See CR at I-15, PR at I-9 to I-10.

'% The SAA states that in assessing whether the domestic industry is vulnerable to injury if the order is revoked,
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 may also demonstrate that an
industry is facing difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.” SAA at
885.

87 USITC Pub. 3126 at 17-18.
18 USITC Pub. 3126 at 17-18.

% In 1998, the industry reported a positive operating income of *** percent. CR/PR at Table I1I-7. Since that
time the industry has not reported a profit. Its operating income to net sales ratio was ***, CR/PR at Table I1I-6.

1% The domestic industry’s total net sales fell from $*** in 1998 to $*** in 2001 and then recovered to $*** in
2003. CR/PR at Table III-7.
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quickly, resulting in losses.'"”’ Raw material prices have begun to increase and this will place further
pressure on the domestic industry’s financial condition.”® While the domestic industry captively
consumes a portion of its production, the current level of captive consumption is lower than the level
during the original investigations when the Commission found the domestic industry to be materially
injured by subject imports.'*®

The domestic industry increased its capacity in recent years as a result of the start-up of Charter
and NAS in 2001 and 2003 respectively.'” Domestic production fell over the period however;'*’
production decreased from 1998 to 2001 and then recovered only somewhat in 2002 and 2003."%

Due to falling production and increasing capacity, the industry’s capacity utilization rate feli
from *** percent in 1998 to *** percent in 2003."” While the parties agree an increase in domestic
demand is likely, the industry’s utilization rate has been below *** percent in two of the past three years,
a further indication of the weakness of the industry.'”®

Neither the antidumping orders nor the safeguard measure have enabled the industry to improve
its position over the period.'” In the face of a recession and weak demand, both subject and nonsubject
imports continue to capture a significant portion of the U.S. market despite the domestic industry’s
additions to capacity which should have enabled it to increase its market share with the antidumping

191 See CR/PR at Table I11-6. The cost of goods sold per unit as a ratio to the unit value of net sales rose from ***
percent in 1998 to *** percent in 2003. CR/PR at Table III-6.

192 CR at I11-8; Tr. at 100. Raw material costs fell by *** percent from 1998 to 2003, but began increasing 2003.
CR at I1I-8, 11I-17, PR at I1I-4.

193 See CR at II-6 to I1I-7, PR at III-3.

1% The domestic industry’s capacity fell from *** short tons in 1998 to *** short tons in 1999 and 2000. It then
increased capacity to *** short tons in 2001, *** short tons in 2002, and *** in 2003. CR/PR at Table I1I-1. The
industry’s capacity is expected to increase by another *** short tons in 2004, due to investment by Allvac and NAS.
See CR at III-1 to I1I-2, PR at ITI-1.

195 See CR/PR at Table I1I-1.

1% Domestic production was *** short tons in 1998 but it fell steadily to *** short tons in 2000 and then sharply to
*** short tons in 2001. CR/PR at Table III-1. Production then recovered to *** short tons in 2002, and *** short
tons in 2003. Id.

171d. The industry’s domestic shipments fell as well, following the same trend as domestic production. The
industry’s domestic shipments were *** short tons in 1998 but they fell steadily to *** short tons in 2000 and then
sharply to *** short tons in 2001. CR/PR at Table I1I-2. They recovered in 2002 to *** short tons, and *** short tons
in 2003, Id. The industry’s inventories increased from *** short tons in 1998 to *** short tons in 2003. CR/PR at
Table 111-4.

18 1d. Thus, despite the recent capital investment the industry remains in a precarious position.

1 Jtalian Respondent Cogne argues that the domestic industry has never been profitable and that the antidumping
orders have not led to any improvement in the condition of the industry. Cogne’s Prehearing Brief at 46. While the
industry has not been profitable under the orders, we do not view this factor as decisive. The statute clearly
addresses the situation where an industry continues to be materially injured under an order. The SAA provides that
an affirmative determination may be appropriate “notwithstanding the lack of any likely further deterioration of the
current condition of the domestic industry if revocation of the order ... would be likely to lead to the continuation or
recurrence of material injury.” SAA at 884.
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orders in place. The industry was unable to increase its market share until 2003, when nonsubject and
subject imports declined.*”

Other indicators also reflect the weakness of the domestic industry. The industry steadily
reduced its employment levels, from *** workers in 1998 to *** workers in 2003.2°' Capital
expenditures declined from $*** in 1998 to $*** in 2002 before NAS invested *** for a new plant in
2003 and capital expenditures totaled $*** 2%

As described above, revocation of the antidumping orders would likely lead to a significant
increase in the volume of subject imports that would undersell the domestic like product and significantly
suppress or depress already weak U.S. prices. We also find that the volume and price effects of the
subject imports would likely have a significant adverse impact on the production, shipments, sales,
market share, and revenues of a vulnerable domestic industry. These reductions, in turn, would have a
direct adverse impact on the industry’s profitability as well as its ability to raise capital and make and
maintain necessary capital investments. Accordingly, we conclude that, if the antidumping orders were
revoked, subject imports would be likely to have a significant adverse impact on the domestic industry
within a reasonably foreseeable time.

CONCLUSION

For the above-stated reasons, we determine that revocation of the antidumping orders on SSWR
from Italy, Japan, Korea, Spain, Sweden, and Taiwan would be likely to lead to continuation or
recurrence of material injury to an industry in the United States within a reasonably foreseeable time.

20 The industry’s market share was *** percent in 1998 but this fell to *** percent in 2001 before increasing to
*** percent in 2003. CR/PR at Table I-1.

2! CR/PR at Table I1I-5. As a result the industry’s productivity increased from *** tons per 1,000 hours in 1998 to
*** tons per 1,000 hours. CR/PR at Table III-5. Total wages paid fell by more than half, from $*** in 1998 to $***
in 2003. 1d.

%2 CR/PR at Table I1I-10. All respondents have argued that these recent capital expenditures indicate that the
domestic industry is not vulnerable. This factor is not dispositive, and given that the industry continues to operate at
such low levels of capacity utilization with the new capacity, we find it to be vulnerable to the likely adverse effects
of the subject imports if the orders were revoked. Cogne also argued that the domestic producers’ failure to produce
business plans should lead the Commission to conclude that the industry’s recent capital expenditures were not
premised on continuation of the orders under review, so the industry must not be vulnerable. Cogne’s Final
Comments at 12-15. We do not, however, base our decision concerning the vulnerability of the industry on whether
investment decisions were based on an assumption that the orders would continue but rather on the current state of

the industry.
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SEPARATE AND DISSENTING VIEWS OF VICE CHAIRMAN DEANNA TANNER OKUN
AND COMMISSIONER DANIEL R. PEARSON

Section 751(d)(2) of the Tariff Act of 1930, as amended (“the Act™), requires that the U.S.
Department of Commerce (“Commerce”) revoke a countervailing duty or an antidumping duty finding in
a five-year (“sunset”) review unless Commerce determines that dumping or a countervailable subsidy
would be likely to continue or recur and the U.S. International Trade Commission (“Commission”)
determines that material injury to a U.S. industry would be likely to continue or recur within a reasonably
foreseeable time.! Based on the record in this first five-year review, we determine that material injury is
likely to continue or recur within a reasonably foreseeable time if the orders on subject imports of
stainless steel wire rod (SSWR) from Japan and Taiwan are revoked, and we determine that material
injury is not likely to continue or recur within a reasonably foreseeable time if the orders on subject
imports of SSWR from Italy, Korea, Spain, and Sweden are revoked.

In these reviews, we have exercised our discretion to cumulate subject imports from Japan and
Taiwan; Italy and Korea; and Spain and Sweden. We have done so because the record indicates
differences in historical trading patterns between cumulated subject imports from Japan and Taiwan and
all other imports. Japan and Taiwan have exhibited similar behavior in the U.S. SSWR market, both pre-
and post-orders. During the original investigations, subject imports from Japan and Taiwan were chiefly
responsible for the volume effects found by the Commission. Pre- and post-order behavior and the
conditions of competition for the remaining four countries distinguish these subject imports from Japan
and Taiwan, albeit in different ways for Italy and Korea, and for Spain and Sweden. The record supports
the conclusion that Japan and Taiwan will revert to their pre-order trading practices of substantial and
rapid increases in subject imports, whereas the record supports a steady and continued presence of
subject imports from Spain and Sweden in the U.S. market for SSWR, and a gradual decline in subject
imports of SSWR from Italy and Korea with a continued redirection of those imports to alternative, more
attractive markets in Asia and Europe.

We join our colleagues’ discussion regarding domestic like product and domestic industry, and to
follow we write separately to discuss the legal standard governing five-year reviews, cumulation,
conditions of competition, and to provide our analysis of the statutory factors.

L CUMULATION
A. Framework
Section 752(a) of the Act provides that:

the Commission may cumulatively assess the volume and effect of
imports of the subject merchandise from all countries with respect to
which reviews under section 1675(b) or (c) of this title were initiated on
the same day, if such imports would be likely to compete with each other
and with domestic like products in the United States market. The
Commission shall not cumulatively assess the volume and effects of
imports of the subject merchandise in a case in which it determines that
such imports are likely to have no discernible adverse impact on the
domestic industry.?

119 U.S.C. § 1675(d)(2).
219 U.S.C. § 1675a(a)(7).
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Thus, cumulation is discretionary in five-year reviews. However, the Commission may exercise
its discretion to cumulate only if the reviews are initiated on the same day and the Commission
determines that the subject imports are likely to compete with each other and the domestic like product in
the U.S. market. The statute precludes cumulation if the Commission finds that subject imports from a
country are likely to have no discernible adverse impact on the domestic industry.> We note that neither
the statute nor the Uruguay Round Agreements Act (“URAA”) Statement of Administrative Action
(“SAA”) provides specific guidance on what factors the Commission is to consider in determining that
imports “are likely to have no discernible adverse impact” on the domestic industry.* With respect to this
provision, the Commission generally considers the likely volume of the subject imports and the likely
impact of those imports on the domestic industry within a reasonably foreseeable time if the orders are
revoked.

In these reviews, the statutory requirement for cumulation that all reviews be initiated on the
same day is satisfied as Commerce initiated all the reviews on August 1, 2003.°

The Commission generally has considered four factors intended to provide a framework for
determining whether the imports compete with each other and with the domestic like product.® Only a
“reasonable overlap” of competition is required.” In five-year reviews, the relevant inquiry is whether
there likely would be competition even if none currently exists. Moreover, because of the prospective
nature of five-year reviews, we have examined not only the Commission’s traditional competition
factors, but also other significant conditions of competition that are likely to prevail if the suspended
investigations under review are terminated. The Commission has considered factors in addition to its
traditional competition factors in other contexts where cumulation is discretionary.?

Based on the record, we do not find that subject imports from each of the six countries likely
would have no discernible adverse impact on the domestic industry if the orders were revoked. We also

319 US.C. § 1675a(a)(7).
4SAA, H.R. Rep. No. 103-316, vol. I (1994).
568 Fed. Reg. 45219 (Aug. 1, 2003).

¢ The four factors generally considered by the Commission in assessing whether imports compete with each other
and with the domestic like product are: (1) the degree of fungibility between the imports from different countries
and between imports and the domestic like product, including consideration of specific customer requirements and
other quality related questions; (2) the presence of sales or offers to sell in the same geographical markets of imports
from different countries and the domestic like product; (3) the existence of common or similar channels of
distribution for imports from different countries and the domestic like product; and (4) whether the imports are
simultaneously present in the market. See, e.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (CIT 1989).

7 See Mukand Ltd. v. United States, 937 F. Supp. 910, 916 (CIT 1996); Wieland Werke, AG, 718 F. Supp. at 52
(“Completely overlapping markets are not required.”); United States Steel Group v. United States, 873 F. Supp.
673, 685 (CIT 1994), aff’d, 96 F.3d 1352 (Fed. Cir. 1996). We note, however, that there have been investigations
where the Commission has found an insufficient overlap in competition and has declined to cumulate subject
imports. See, e.g., Live Cattle from Canada and Mexico, Inv. Nos. 701-TA-386 (Preliminary) and 731-TA-812-813
(Preliminary), USITC Pub. 3155 at 15 (Feb. 1999), aff’d sub nom, Ranchers-Cattleman Action Legal Foundation v.
United States, 74 F. Supp.2d 1353 (CIT 1999); Static Random Access Memory Semiconductors from the Republic
of Korea and Taiwan, Inv. Nos. 731-TA-761-762 (Final), USITC Pub. 3098 at 13-15 (Apr. 1998).

¥ See, e.g., Torrington Co. v. United States, 790 F. Supp. 1161, 1172 (Ct. Int’l Trade 1992), aff’d without opinion,
991 F.2d 809 (Fed. Cir. 1993). (affirming Commission's determination not to cumulate for purposes of threat
analysis when pricing and volume trends among subject countries were not uniform and import penetration was
extremely low for most of the subject countries); Metallverken Nederland B.V. v. United States, 728 F. Supp. 730,
741-42 (CIT 1989); Asociacion Colombiana de Exportadores de Flores v. United States, 704 F. Supp. 1068, 1072
(CIT 1988).
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find that a reasonable overlap of competition is likely upon revocation among subject imports from Italy,
Japan, Korea, Spain, Sweden, and Taiwan, and between subject imports and the domestic like product.
We find significant differences of competition between the subject imports from Japan and Taiwan,
subject imports from Italy and Korea, and subject imports from Spain and Sweden. We therefore
exercise our discretion to cumulate the likely volume and effects of subject imports from Japan and
Taiwan, and we exercise our discretion to cumulate separately the likely volume and effects of subject
imports from Italy and Korea, and to cumulate separately the likely volume and effects of subject imports
from Spain and Sweden.

B. Analysis
1. Likelihood of No Discernible Adverse Impact

By 1997, the last full year of the original period of investigation, subject imports from Italy
accounted for *** percent of apparent U.S. consumption; subject imports from Japan accounted for ***
percent; subject imports from Korea accounted for *** percent; subject imports from Spain accounted for
*** percent; subject imports from Sweden accounted for *** percent; and subject imports from Taiwan
accounted for *** percent.” Subject imports from each of the six countries remained in the market in
each of the years since the original orders were imposed, though subject imports from Italy, Japan, and
Taiwan were sometimes only at nominal levels.' Producers in Italy, Japan, Korea, and Sweden are
affiliated with importers in the United States; producers of subject merchandise in Spain and Sweden are
affiliated with U.S. producers or tollees.!! These relationships, along with the continued presence of
subject imports, suggest that producers in the six subject countries have access to channels of distribution
in the U.S. market.

The record evidence indicates that producers in each of the six countries have production
capacity and continue to produce SSWR at substantial levels. Responses to Commission questionnaires
in these reviews indicate that subject producers in Italy, Korea, Sweden, and Taiwan continue to produce
for export as well as home-market consumption.'> Evidence gathered in the Commission’s original
investigations indicated that producers in Japan and Spain produced for export,'* and no evidence on the
record in these reviews indicates that those producers are less interested in export markets than at the
time of the original determination. Responses to Commission questionnaires in these reviews indicate
that producers in Italy, Korea, Sweden, and Taiwan have some available unused capacity or some
inventories on hand which could be diverted to the U.S. market in the event of revocation, although for
Italy and Korea those available resources are modest."* SSWR production in Japan and Spain far outstrip

° CR/PR at Table I-1, as revised by memoranda INV-BB-082 (June 29, 2004) and INV-BB-089 (July 7, 2004).
For purposes of this analysis, our discussion of subject imports from Italy refers to U.S. imports of SSWR produced
by manufacturers other than Valbruna and its subsidiary, Bolzano. Consistent with the record developed in the
original investigations, we have treated *** percent of U.S. imports of SSWR from Italy in 1997 as subject. See
Original Staff Report, OINV-V-057, at VII-6-7.

1 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.
"' CR at [-25-1-26; PR at I-15-16.

12 CR/PR at Tables IV-5, IV-11, IV-16, and IV-18.

13 Original Staff Report, OINV-V-057, at Tables VII-3 and VII-6.

4 CR/PR at Tables IV-5, IV-11, IV-16, and IV-18.
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consumption in those countries, suggesting both the need for export markets and the likelihood that
inventories are on hand to direct to the U.S. market in the event of revocation."

Given the continued presence of subject imports in the U.S. market, the availability of unused
capacity or inventories, and the conditions of competition described below, such as the excess capacity
and increased price competition in the U.S. market, we do not find that subject imports from Italy, Japan,
Korea, Spain, Sweden, and Taiwan individually would have no discernible adverse impact on the
domestic industry in the event of revocation of the subject orders.

2. Reasonable overlap of competition

In its original determination, the Commission cumulated subject imports from Italy, Japan,
Korea, Spain, Sweden, and Taiwan. The Commission found that subject imports from all six countries
and the domestic like product were present in the market throughout the United States, and that
substantial volumes of both the subject imports and the domestic like product were present in the U.S.
market throughout the period examined. The Commission noted that noted that a “large majority” of the
domestic like product was captively consumed, but the “great majority of both domestic and imported
open market shipments” were made to the same types of purchasers, namely end users such as wire
redrawers or fastener manufacturers. The Commission thus found that subject imports and the domestic
like product traveled in similar channels of distribution. Finally, the Commission considered arguments
raised by respondents from Japan that the subject imports were not fungible because of product mix and
quality differences; the Commission acknowledged that such differences existed, but not to such an
extent that a reasonable overlap of competition did not exist.'

The available evidence on the record suggests that a reasonable overlap of competition is likely
upon revocation. Nothing on the record suggests that subject imports from any country, upon revocation,
would be so limited in terms of geographic presence in the market or in terms being simultaneously
present in the market as to prevent a reasonable overlap of competition from occurring.

Respondent Cogne has suggested that competition between subject imports from Italy and other
subject imports and the domestic like product would be limited by product mix differences.”” However, a
comparison of subject imports from Italy with other subject imports and the domestic like product shows
that, while some differences in product mix do exist, a significant overlap remains, since a majority of
both the domestic like product and imports from each of the six countries is austenitic SSWR."

Respondent Cogne has also suggested that competition would be limited because a substantial
portion of domestic production is captively consumed."” This was true during the period examined in the
original investigations, yet the Commission nonetheless found a reasonable overlap of competition.® In
the years since the orders were imposed, the domestic industry has continued to devote a significant share
of its production to internal consumption. But a significant share also has been directed to commercial
shipments. Indeed, the share of production directed to commercial shipments actually increased during
the period examined in these reviews, and, despite an overall decline in apparent U.S. consumption,
commercial shipments by domestic producers were at their highest level for the period examined in these

'3 CR/PR at Tables IV-10 and IV-15.

1§ USITC Pub. 3126 at 12-13.

7 Cogne prehearing brief at 29.

'® Compare CR/PR at Table IV-8 with Tables ITI-3, IV-2, IV-13, IV-14, IV-17, and IV-19.
'® Cogne prehearing brief at 28.

2 YSITC Pub. 3126 at 12-13.
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reviews in 2003.2! Despite the domestic industry’s continuing captive consumption, the record indicates
that a substantial portion of the domestic industry’s output is and will continue to be directed to
commercial shipments and thus in competition with subject imports. We therefore find it likely that a
reasonable overlap of competition would exist among subject imports and between subject imports and
the domestic like product if the subject orders were revoked.

3. Other factors

We find that significant differences in the likely conditions of competition would exist between
subject imports from Japan and Taiwan, subject imports from Italy and Korea, and subject imports from
Spain and Sweden if the subject orders were revoked. We therefore exercise our discretion to cumulate
the likely volume and effects of subject imports from Japan and Taiwan; to cumulate the likely volume
and effects of subject imports from Italy and Korea; and to cumulate the likely volume and effects of
subject imports from Spain and Sweden.

a. Japan and Taiwan

In the original investigations, subject imports from Japan and Taiwan drove the rapid increase in
import volume. Subject imports from Japan increased from *** short tons in 1995 to *** short tons in
1997, an increase of *** percent in just two years. Subject imports from Taiwan increased at an
explosive rate, leaping from just *** short tons in 1995 to *** short tons in 1997. The increase in
volume of subject imports from Japan and Taiwan easily outstripped the increase in volume from any
other subject country, nonsubject imports, or overall demand, as measured by apparent U.S.
consumption.”> These dynamic increases in volume were accompanied by sharp drops in average unit
values.”

The antidumping orders on Japan and Taiwan were imposed in September 1998. By 1999,
subject imports from Japan had fallen to *** tons, down nearly *** percent from the peak just two years
earlier, and down nearly *** percent from the 1995 starting point. Subject import volume from Japan
continued to dwindle, reaching a low point of *** short tons in 2003.** Subject imports from Taiwan in
1999 were *** short tons, down *** percent from the 1997 peak. There was a brief increase in 2002, but
in 2003 subject imports from Taiwan, like those from Japan, reached the lowest levels of the period
examined in these reviews, totaling only *** short tons for the year.

The record in the original investigations demonstrated that subject producers in Japan and
Taiwan were capable of responding quickly and intensively to openings in the U.S. market. The volume
trends since the orders were imposed suggest that the orders were responsible for largely excluding
subject imports from Japan and Taiwan from the U.S. market. Nothing in the record suggests that
producers in those two countries are operating under conditions of competition any different from those
found in the original investigations. We therefore exercise our discretion to assess cumulatively the
volume and effect of subject imports from Japan and Taiwan.

21 CR/PR at Table I1I-2.

22 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.
2 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.
¥ CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.
% CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.
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b. Italy and Korea

In the original investigations, subject imports from these two countries increased at a far less
significant rate than did subject imports from Japan or Taiwan. Evidence gathered in these reviews
suggest that subject producers in each of these countries will operate under conditions of competition that
distinguish them from the industries in Japan and Taiwan.

The imposition of the orders had different effects on the volume of imports from these countries.
Imports from Italy from subject producer Cogne were largely excluded from the U.S. market, although
imports from Valbruna, subject to a countervailing duty order, remained in the market and actually
increased. Subject imports from Korea remained close to pre-order levels through 2000 but decreased
sharply thereafter; in 2003, subject imports from Korea were down nearly 90 percent from the peak of
13,937 short tons in 1997.%

Subject producers of SSWR in Italy and Korea have operated at extremely high rates of capacity
utilization in recent years, particularly in 2003.”” Producers in those countries remain somewhat export-
oriented, but producers in both countries have successfully found other outlets for their exports. In Italy,
Cogne devoted approximately *** percent of its shipments to export markets throughout most of the
period examined in these reviews. At the end of the period examined in these reviews, shipments to
customers in Asia were at levels *** to shipments to the European Union, and shipments to other
markets, including non-EU European purchasers, accounted for the lion’s share of Cogne’s shipments.**
The average unit values of Cogne’s shipments to its European purchasers *** the average unit value of
its shipments to U.S. purchasers.”” Finally, since 1995-1997, the outstanding countervailing duty order
has been lifted on, first, Cogne and then Valbruna (Valbruna was not subject to the antidumping duty
order).*

For subject producers in Korea the situation is similar: the export market remained significant
throughout the period examined in these reviews, accounting for between *** percent of shipments, but
the destination of those exports changed. Despite relatively low dumping margins,’! the U.S. market
dwindled in importance to producers in Korea after 2000. Shipments to the U.S. market accounted for
**x percent of shipments in 1998 but only *** percent by 2003, while shipments to purchasers in Asia
accounted for *** percent of all shipments in 2003.>> For producers in Korea, shipments to the U.S.
market had the lowest average unit value of any export shipments, by a *** margin.** Subject producers
in Korea, like the subject producer in Italy, still ship to export markets, but have found receptive and
valuable markets away from the United States.

The record gathered in these reviews indicates that producers in Italy and Korea would face
conditions of competition different from those faced by producers in Japan or Taiwan, or Spain or
Sweden. Though the volume of subject imports from Italy and Korea reacted differently to the

26 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.
2 CR/PR at Tables IV-5 and IV-11.

2 CR/PR at Table IV-5.

» CR/PR at Table IV-5.

% CR at I-1 and I-14 n. 14/15; PR atI-1 and -9 n. 15.

3! All producers in Korea except Sammi Steel were subject to margins of 3.18 percent after the orders were initially
imposed. USITC 3126 at I-2. In the most recent administrative review, POSCO/Changwon/Dongbang’s margin was
1.67 percent. CR at 1-16, PR at I-10.

32 CR/PR at Table IV-11.
3 CR/PR at Table IV-11.
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imposition of the orders, in recent years subject producers in both countries have directed their efforts to
developing export markets outside the United States. Recent high rates of capacity utilization, coupled
with higher average unit values, suggest that producers in these two countries would respond to
revocation in similar ways, but differently than producers in Japan or Taiwan. We therefore exercise our
discretion to assess cumulatively the volume and effects of subject imports from Italy and Korea.**

c. Spain and Sweden

The volume of subject imports from Spain and Sweden did not change significantly after the
orders were imposed. These imports were subject to the lowest initial dumping margins of any of the
countries subject to these investigations.”® Even so, the continued steady presence of these imports
suggests that they have found purchasers relatively insensitive to the uncertainties posed by the orders.
The continued steady presence of these imports also suggests that revocation would have little effect on
volume. Furthermore, producers still subject to the orders in Spain and Sweden are now related to U.S.
producers or tollees: Roldan in Spain is related to NAS, and Fagersta in Sweden is related to
Outokumpu.*® These relationships are also likely to dampen any post-revocation changes in subject
import volume, as these producers now can participate in the U.S. market in a more direct manner.

In short, conditions of competition have changed for producers in both of these countries in ways
that likely would affect the way each responds to revocation. They have continued to participate in the
U.S. market at pre-order levels and have gained an alternate foothold in the domestic industry. Producers
in each of these countries will thus be operating under conditions of competition significantly different
from those facing them during the original investigations, and also significantly different from those
likely to face producers of subject merchandise in Japan or Taiwan, or even those in Italy or Korea. We
therefore exercise our discretion to assess cumulatively the volume and effect of subject imports from
Spain and Sweden.

1 8 LIKELIHOOD OF CONTINUATION OR RECURRENCE OF MATERIAL INJURY IF
THE ORDERS ARE REVOKED

A. Legal Standard
1. In General

In a five-year review conducted under section 751(c) of the Act, Commerce will revoke a
countervailing or antidumping duty order or terminate a suspended investigation unless: (1) it makes a
determination that dumping is likely to continue or recur, and (2) the Commission makes a determination
that revocation of an order or termination of a suspended investigation “would be likely to lead to
continuation or recurrence of material injury within a reasonably foreseeable time.”*” The Statement of
Administrative Action (SAA) states that “under the likelihood standard, the Commission will engage in a

3% Cogne also argued that subject producers in Italy would face different conditions of competition because Italy is
a net importer of SSWR. Cogne posthearing brief at 6. We did not rely on this argument in reaching our decision to
cumulate.

3 CR at -2 n. 4, PR at I-2 n.4. For Spain, the final margin determined by Commerce in the original investigation
was 4.72 percent, and for Sweden, the final margin was 5.71 percent. USITC Pub. 3126 at 17 n.93 citing 63 Fed.
Reg. 40391 (July 29, 1998) and 63 Fed. Reg. 40449 (July 29, 1998).

3 CR at [-24-25, PR at I-15-16; CR at IV-26, PR at IV-8.
19 U.S.C. § 1675a(a).
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counter-factual analysis; it must decide the likely impact in the reasonably foreseeable future of an
important change in the status quo — the revocation or termination of a proceeding and the elimination of
its restraining effects on volumes and prices of imports.”*® Thus, the likelihood standard is prospective in
nature.*® The statute states that “the Commission shall consider that the effects of revocation or
termination may not be imminent, but may manifest themselves only over a longer period of time.
According to the SAA, a “‘reasonably foreseeable time’ will vary from case-to-case, but normally will
exceed the ‘imminent’ time frame applicable in a threat of injury analysis in antidumping and
countervailing duty investigations.™"!

Although the standard in five-year reviews is not the same as the standard applied in original
antidumping or countervailing duty investigations, it contains some of the same fundamental elements.
The statute provides that the Commission is to “consider the likely volume, price effect, and impact of
imports of the subject merchandise on the industry if the order is revoked or the suspended investigation
is terminated.”* It directs the Commission to take into account its prior injury determination, whether
any improvement in the state of the industry is related to the finding or the suspension agreement under
review, whether the industry is vulnerable to material injury if the finding is revoked or the suspension
agreement is terminated, and any findings by Commerce regarding duty absorption pursuant to 19 U.S.C.
§ 1675(a)(4). *

940

3% SAA, H.R. Rep. No. 103-316, vol. I, at 883-84 (1994). The SAA states that “[t]he likelihood of injury standard
applies regardless of the nature of the Commission’s original determination (material injury, threat of material injury,
or material retardation of an industry). Likewise, the standard applies to suspended investigations that were never
completed.” SAA at 883.

3 While the SAA states that “a separate determination regarding current material injury is not necessary,” it
indicates that “the Commission may consider relevant factors such as current and likely continued depressed
shipment levels and current and likely continued [sic] prices for the domestic like product in the U.S. market in
making its determination of the likelihood of continuation or recurrence of material injury if the order is revoked.”
SAA at 884.

© 19 U.S.C. § 1675a(a)(5).

1 SAA at 887. Among the factors that the Commission should consider in this regard are “the fungibility or
differentiation within the product in question, the level of substitutability between the imported and domestic
products, the channels of distribution used, the methods of contracting (such as spot sales or long-term contracts),
and lead times for delivery of goods, as well as other factors that may only manifest themselves in the longer term,
such as planned investment and the shifting of production facilities.” Id.

219 U.S.C. § 1675a(a)(1).

# 19 U.S.C. § 1675a(a)(1). The statute further provides that the presence or absence of any factor that the
Commission is required to consider shall not necessarily give decisive guidance with respect to the Commission’s
determination. 19 U.S.C. § 1675a(a)(5). While the Commission must consider all factors, no one factor is
necessarily dispositive. SAA at 886. We note that no duty absorption findings have been made by Commerce. CR
at I-8, PR at I-8.

* Section 752(a)(6) of the Act states that “the Commission may consider the magnitude of the margin of dumping”
in making its determination in a five-year review. 19 U.S.C. § 1675a(a)(6). The statute defines the “magnitude of
the margin of dumping” to be used by the Commission in five-year reviews as “the dumping margin or margins
determined by the administering authority under section 1675a{c)(3) of this title.” 19 U.S.C. § 1677(35)(C)(iv). See
also SAA at 887. Commerce found the likely margin of dumping for exporters (except Valbruna) in Italy to be 12.73
percent. The likely margin of dumping for exporters in Japan ranged from 21.18 to 34.21 percent. Subject exporters
Changwon and Dongbang in Korea were assigned a likely margin of dumping of 5.77 percent. Subject exporters in
Spain received a likely margin of dumping of 4.73 percent. Subject exporters in Sweden received a likely margin of

(continued...)
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2. Facts Available

The statute authorizes the Commission to take adverse inferences in five-year reviews, but such
authorization does not relieve the Commission of its obligation to consider the record evidence as a
whole in making its determination.” We generally give credence to the facts supplied by the
participating parties and certified by them as true, but base our decision on the evidence as a whole, and
do not automatically accept the participating parties’ suggested interpretation of the record evidence.
Regardless of the level of participation and the interpretations urged by participating parties, the
Commission is obligated to consider all evidence relating to each of the statutory factors and may not
draw adverse inferences that render such analysis superfluous. In general, the Commission makes
determinations by “weighing all of the available evidence regarding a multiplicity of factors relating to
the domestic industry as a whole and by drawing reasonable inferences from the evidence it finds most
persuasive.” In this case, not all interested parties participated in this review. Accordingly, we have
relied on the facts available in this review in certain limited instances.

3. The “Likely” Standard

As noted above, the legal standard the Commission is to apply is whether revocation of an
finding “would be likely to lead to continuation or recurrence of material injury within a reasonably
foreseeable time.”*’ In reviewing the Commission’s application of the “likely” standard, the U.S. Court
of International Trade has found that “likely,” as used in the sunset review provisions of the Act, means
“probable,” and that a Commission affirmative determination in such a review would be deemed by the
Court to be in error absent application of this standard.*® Pursuant to the Usinor Industeel and Usinor
remand orders, the Commission issued remand determinations that applied the “probable” standard.* *°

# (...continued)
dumping of 5.71 percent, and subject exporters in Taiwan received a likely margin of dumping of 8.29 percent. See
CR at I-15, PR at I-9 to I-10.

$ 19 U.8.C. § 1675(c)(3)(B); 19 C.F.R. § 207.62(¢). Section 751(c)(3) of the Act and the Commission’s
regulations provide that in an expedited five-year review the Commission may issue a final determination “based on
the facts available, in accordance with section 776 of the Act.” Section 776 of the Act, in turn, authorizes the
Commission to “use the facts otherwise available” in reaching a determination when: (1) necessary information is not
available on the record or (2) an interested party or any other person withholds information requested by the agency,
fails to provide such information in the time or in the form or manner requested, significantly impedes a proceeding,
or provides information that cannot be verified pursuant to section 782(I) of the Act. 19 U.S.C. § 1677e(a).

4 SAA at 869.
719 U.S.C. § 1675a(a).

8 See NMB Singapore Ltd. v. United States, 288 F. Supp. 2d 1306, 1352 (2003) (““likely’ means probable within
the context of 19 U.S.C. §§ 1675(c) and 1675a(a)”’); Nippon Steel Corp., et al. v. United States, Slip Op. 02-153 at
7-8 (Dec. 24, 2002) (same) (Nippon); Usinor Industeel, S.A. v. United States, Slip Op. 02-152 at 6 n.6 (Dec. 20,
2002) (“the court has not interpreted ‘likely’ to imply any particular degree of ‘certainty’””) (Usinor Industeel III);
and Usinor v. United States, Slip Op. 02-70 at 43-44 (July 19, 2002) (““likely’ is tantamount to ‘probable,’ not
merely ‘possible’) (Usinor).

# In its remand determination in Usinor Industeel (Certain Carbon Steel Products from Australia, Belgium, Brazil,
Canada, Finland, France, Germany, Japan, Korea, Mexico, The Netherlands, Poland, Romania, Spain, Sweden,
Taiwan, and the United Kingdom (Views on Remand), Invs. Nos. AA1921-197 (Review), 701-TA-231, 319-320,
322, 325-328, 340, 342, and 348-350 (Review), and 731-TA-573-576, 578, 582-587, 604, 607-608, 612, and 614-

(continued...)
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Subsequently, the Court has stated that it “has not interpreted ‘likely’ to imply any degree of
‘certainty,’” but it has indicated that the Court views “likely” to equal a standard of “more likely than
not.”'  While we do not concur with the Court’s interpretation, we will apply the Court’s standard in
these reviews and all subsequent reviews until either Congress clarifies the meaning or the U.S. Court of
Appeals for the Federal Circuit addresses this issue.*

The Court’s standard means that the Commission must make a negative determination unless the
continuation or recurrence of material injury is “more likely than not.” While this standard may not
equate to a high level of certainty, there may be reviews in which there could be “more than one likely
outcome,” but the likelihood of continuation or recurrence of injury is not more likely than any other
outcome.

B. Conditions of Competition

In evaluating the impact of subject imports on the domestic industry if the finding is revoked, the
statute directs the Commission to evaluate all the relevant economic factors “within the context of the
business cycle and conditions of competition that are distinctive to the affected industry.”* Discussed
below are the conditions of competition that weigh significantly in our determination.

1. Demand

Apparent U.S. consumption increased over the period examined in the original investigations.
Apparent U.S. consumption in 1997 was *** short tons, up *** percent from the 1995 level of *** short

4 (...continued)
618 (Review) (Remand), USITC Pub. 3526 (July 2002) at 6), the Commission (Chairman Okun and Commissioners
Bragg and Miller) stated that the Commission, in rendering its initial determination in those reviews, did not equate
“likely” with “probable” or “possible” for purposes of its determination of whether material injury was likely to
recur. The Commission stated its view of the meaning of the word “likely” is found in the statutory language itself
and the relevant explication of that text found in the SAA. The Commission noted that the SAA explains that a
determination by the Commission in a five-year review “is inherently predictive.” SAA at 883. As a result of the
inherently predictive nature of the inquiry, the SAA explains that “[t]here may be more than one likely outcome
following revocation.” SAA at 883 (emphasis added). Thus, the Commission stated that reading the term “likely” in
conjunction with the SAA led it to conclude that “likely” captures a concept that falls in between “probable” and
“possible” on a continuum of relative certainty.

% In reviewing the Commission’s remand determination in Usinor Industeel, the Court rejected the Commission’s
interpretation that “likely” captures a concept that falls in between “probable” and “possible” on a continuum of
relative certainty. Usinor Industeel HI, Slip. Op. 02-152 at 5-6. (The Court, however, did not remand the matter to
the Commission on those grounds, as the Commission explicitly adopted the Court’s definition of “likely” for
purposes of making that remand determination. Usinor Industeel III, Slip. Op. 02-152 at 4.) (Subsequent to Usinor
Industeel IIT, Commissioners Hillman, Koplan, and Miller explicitly stated they were applying the court’s definition
of “likely” per Usinor Industeel, Usinor, and Nippon. Steel Concrete Reinforcing Bars from Turkey, Inv. No. 731-
TA-745 (Review), USITC Pub. 3577 at 13 n.60 (Feb. 2003).)

3! Usinor Industeel 111, Slip. Op. 02-152 at 6 n.6.

%2 While, for purposes of these reviews, Commissioner Pearson does not take a position on the correct
interpretation of “likely,” he notes that he would have made the same determination under any interpretation of
“likely” other than that equating “likely” with merely “possible.”

5 SAA at 883.
19 U.S.C. § 1675a(a)(4)
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tons.”® In its original determination, the Commission attributed the increase in demand to general growth
in the economy and also the use of SSWR in “new and expanding applications such as bar conversion
and automotive applications, and replacement of carbon steel products.”*

The last year of the period examined in the original investigations has proven to be a peak for
SSWR demand. Apparent U.S. consumption in 2000 increased temporarily to *** short tons, after two
years in which apparent U.S. consumption was well below the 1997 level. Since 2000, however,
apparent U.S. consumption has trended downward, with sharp contractions in both 2001 and 2003. In
2003, apparent U.S. consumption was *** short tons, down *** percent from 2000 and down *** percent
from the 1997 peak.”’

Domestic producers apparently believe the downturn since 2000 is a reflection of weakness in
the overall economy rather than an indication of any longterm decline in U.S. demand for SSWR.*®
However, even the demand projections offered by the domestic producers suggest that the U.S. market
for SSWR may be in a longterm decline. The most recent demand upturn peaked in 2000 at a level
below that recorded in 1997; the next peak will not be reached until 2008 and is still projected to be 11.5
percent below the 1997 level.”® Responding purchasers suggest that demand is falling because finished
parts can be imported less expensively, but purchasers, like domestic producers, do expect demand to
increase in the next few years.*

2. Supply
a. Domestic producers

In the original investigation, five domestic producers were identified: Al Tech, Carpenter,
Republic, Talley, and ***; *** tol] produced for ***.5' Total domestic production capacity in 1997 was
*** short tons, while apparent U.S. consumption was *** short tons.? Even operating at peak capacity
utilization, the domestic industry was unable to supply all the needs of the U.S. SSWR market.%

The domestic industry has changed significantly since the period examined in the original
investigation. Republic ceased SSWR operations; Talley was acquired by Carpenter; Al Tech
reorganized under Chapter 11, emerged as Empire Specialty Steel, shut down, had its assets purchased by

55 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.
¢ USITC Pub. 3126 at 14, citing 11-2.
’7 Calculated from CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.

%8 Hearing tr. at 20-21 (Mr. Blot) and Chart R-1. Mr. Blot also suggested that the downturn was caused by subject
importers shifting from exports of subject SSWR to nonsubject bar. However, data gathered in the course of our
investigation into developments in the domestic steel industry and our report regarding conditions with respect to the
steel safeguard measures suggest any such product shifting was not significant, as imports of both bar and wire from
sources covered by the safeguard action (which included all six subject countries) dropped in recent years, with a
particularly sharp falloff in imports of bar. See, e.g., Steel: Monitoring Developments in the Domestic Industry, Inv.
No. TA-204-9, and Steel-Consuming Industries: Competitive Conditions with Respect to Steel Safeguard Measures,
Inv. No. 332-452, USITC Publication 3632 (September 2003) at Tables STAINLESS I1-10 and STAINLESS IV-10.

* Hearing tr. at 23-24 (Mr. Blot) and Chart R-1.

% CR at II-7, as revised by memorandum INV-BB-082, PR at I1-4-5.

' CR at [-23, PR at I-15.

2 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.
5 CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089.
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Dunkirk, and began operating again in 2002. Avesta Sheffield merged with Outokumpu Stainless; as a
result, ***. Finally, two new producers have entered the U.S. market: Charter Specialty Steel began
producing in 2001, and North American Steel (NAS), which is affiliated with Roldan, a producer of
subject merchandise in Spain, began U.S. SSWR operations in 2003.%

These changes have significantly altered the production capabilities of the domestic industry. In
the years prior to 2001, the domestic industry was unable to meet apparent U.S. consumption with its
existing production capacity. Domestic production capacity has expanded steadily in recent years,
however. By 2003, domestic production capacity had reached *** short tons, up *** percent from its
low point in 1999-2000.% The industry has plans to continue adding new capacity in the near future:

% %% 66

By 2003, therefore, domestic production capacity exceeded apparent U.S. consumption by a
substantial margin. If industry projections are correct, this situation is likely to continue for the
reasonably foreseeable future, as the increases projected by *** significantly exceed the increases in
consumption in the domestic industry’s own forecast.

The presence of this new capacity will have significant effects on the U.S. market in the
reasonably foreseeable future.®” In particular, the new production capacity will primarily be directed
toward commercial grades, high-volume runs, and the merchant market, rather than for internal
consumption.®® Internal consumption has declined in recent years, and domestic producers will seek to
replace internal consumption with greater sales in the merchant market.” This is likely to lead to
heightened price competition, as domestic producers compete both with new productive capacity, built
predominantly to serve the merchant market, and subject imports.

b. Imports

Imports played a role in the U.S. market throughout the period examined in the original
investigation and in the years since. In fact, total imports, including subject and nonsubject, remained
relatively steady as a share of the market until the last year of the period examined in these reviews,
ranging from *** percent in 1998 to *** percent in 2001; in 2003, however, total imports dropped to ***
percent of the market. Subject imports initially remained in the market after the orders were imposed,
but nonsubject imports increasingly displaced subject imports. Nonsubject imports peaked in 2000 at
*** short tons and accounted for *** percent of apparent U.S. consumption in 2000. The nonsubject

% CR at I-23-1-24, PR at I-15-16.
% CR/PR at Table C-1.
% CR at 11I-1-11I-2, PR at I1I-1.

57 The addition of so much capacity at this time is a particularly important condition of competition. We were
interested in understanding the decision-making process that led to the domestic industry undertaking such
significant capacity expansions. Chairman Koplan and Vice Chairman Okun both specifically asked the domestic
participants to submit any planning documents which indicated the assumptions on which those investment decisions
were made. Hearing tr. at 66 (Vice Chairman Okun), 98 (Chairman Koplan). No response to this request was made
by NAS, though NAS is a domestic interested party. We did not find the documents submitted by Charter to be
responsive, as they gave no indication as to the assumptions that underlay the figures. See Domestic producers’
posthearing brief at Exh. 1 p. 24 and Exh. 4.

¢ Hearing tr. at 184 (Mr. Robinson); see also CR/PR at Table III-2 nn.2 and 3.
% CR/PR at Table I1I-2.
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producer in Taiwan, Yieh Hsing, accounted for a *** share of all nonsubject imports for most of the
period since the orders were imposed.”

3. Substitutability

In the original investigations, the Commission found the domestic like product and subject
imports to be generally substitutable when compared by size and grade. The Commission also noted
rising demand for SSWR in larger coils, especially coils in excess of 2,000 pounds.” At the time, Talley
was the only domestic producer capable of producing larger coils.”

The record suggests that a similar degree of general substitutability between corresponding sizes
and grades is likely to exist if the orders were revoked. Both producers and importers generally reported
the domestic like product and subject imports as being “always” or “frequently” interchangeable.”
Although some differences in product mix exist, there is a significant overlap in product mix in SSWR
from the various sources. Indeed, the record suggests that the domestic like product and subject imports
may be more substitutable now and within a reasonably foreseeable time than during the original
investigations. During the period examined in the original investigations, only Talley was capable of
producing heavier-weight coils. By 2003, *** were all capable of producing such coils, and *** was in
the process of adapting its facilities to produce heavier-weight coils.™

Finally, as noted previously, the new producers entering the market are generally more oriented
toward producing common grades of SSWR for the merchant market, and the domestic industry as a
whole is producing more for the merchant market. In the original determination, the Commission found
price to be a significant factor in making purchasing decisions.” Nothing in the record suggests that
price will not continue to be a significant factor, and the increased domestic capacity, combined with
greater domestic production aimed at the merchant market, suggests that price competition will be at least
as intense, if not more so, than during the original investigations.

4. Costs and pricing

As a ratio of cost of goods sold, raw material costs rose between 1998 and 2000, dropped briefly
in 2001, and rose again in 2002-2003. Raw materials accounted for *** percent of the costs of goods
sold for the domestic industry in 2003, the peak level for the period examined in these reviews.”® Nickel,
chromium, and molybdenum account for a substantial portion of the raw material costs for production of
SSWR.”” Nickel prices have followed roughly the same path as raw material costs overall, rising into

" CR/PR at Table I-1, as revised by memoranda INV-BB-082 and INV-BB-089. For purposes of this analysis,
imports manufactured by Valbruna of Italy, and its subsidiary, Bolzano, are treated as nonsubject imports.

M USITC Pub. 3126 at 14.
2 USITC Pub. 3126 at I-8.
™ CR/PR at Table 1I-3.

" CR atI-21, PR atI-13.
S USITC Pub. 3126 at 15.
76 CR/PR at Table I11-6.
"CRatV-1,PRat V-1,
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2000, falling in 2001, and rising sharply in 2003.”® Both producers and importers report applying
surcharges based on alloy prices (especially nickel prices) to SSWR sales.” The steep rise in nickel
prices stalled in early 2004, but high raw material prices appear likely to continue in the near future, as
demand recovers in the U.S. market and remains high in other markets.

In the U.S. market, both domestic producers and importers determine prices by transaction-
specific negotiations. Spot sales appear to be the norm, although both producers and importers report
occasional contract sales.*® Both producers and importers have identified specific firms as influencing
prices, but there is little agreement as to which firms influence price; however, producers, importers, and
purchasers directly or indirectly indicated that NAS has caused price declines.®'

Product-specific pricing data was gathered on six products. Prices for five of the six products
were lower in 2003 than in 1998.%* Prices generally fell after 1998 despite the imposition of these orders,
and even the imposition of safeguard remedies (discussed below) had only mixed effects on prices in
2002 and 2003.

5. Trade remedies

During the period examined in these reviews, the SSWR market in the United States was subject
to a variety of trade remedies. The orders under review were imposed in 1998; at that time, orders were
already in place on SSWR imports from Brazil, France, India, and Spain; the antidumping duty orders on
Brazil, France, and India were continued in 2000, and the countervailing duty order on SSWR from Spain
was revoked.®® In 2001, at the request of the United States Trade Representative and, subsequently, a
resolution by the Committee on Finance of the United States Senate, the Commission instituted a
safeguard investigation on a wide variety of steel products, including SSWR; in March 2002, the
President imposed temporary additional tariffs on SSWR. Those safeguard remedies were terminated in
December 2003.% A variety of antidumping and countervailing duty orders are in effect on other
stainless steel products, such as stainless steel bar from Brazil, India, Japan, and Spain; stainless steel
angle from Japan, Korea, Spain; and stainless steel bar from France, Germany, Italy, Korea, and the
United Kingdom.* The Commission also conducted safeguard investigations on stainless steel products
in 1975-1976 and 1982-1983.%

6. The domestic industry’s history
We have already noted that the domestic industry’s production capacity has expanded

substantially in recent years and that additional substantial increases are planned for the near future.
These recent additions, combined with the significant drop off in shipments in recent years, have led to

" CR/PR at Figure V-1.

" CR at V-1-V-2, PR at V-1,

% CR at V-3 and V-7, PR at V-6.

¥ CR at V-7, PR at V-6.

82 CR/PR at Tables V-1-V-4 and V-6.
8 CR at I-3, PR at I-5-6.

¥ CR at I-10-1-11, PR at [-6.

8 CR at I-3 n.9, PR at [-6 n.9.

% CR at I-10, PR at I-6.
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the domestic industry registering low rates of capacity utilization, especially in 2001 and in 2003.*” We
note, however, that the domestic industry typically has operated at relatively low rates of capacity
utilization over a long period of time, regardless of the number or type of trade remedies. Respondents
have calculated the industry’s weighted average capacity utilization rate over the period of 1970-2003 at
*** percent, and domestic producers have not cast doubt on that figure.®® Similarly, the domestic
industry has operated at relatively low levels of profitability throughout most of the last 30 years.
Respondents have compiled data indicating that the domestic industry showed operating profit in only
*** years between 1970 and 2003 and that the industry’s weighted average of operating profit to net
sales for those years was *** percent.”

We are mindful of domestic producers’ arguments that these low figures have been driven by
repeated import surges. However, we are also mindful that the U.S. market has been subject to repeated,
and sometimes overlapping, trade remedies. The domestic industry has continued to operate over a very
long period of time at relatively low capacity utilization rates and relatively low operating margins.
Significant contraction has occurred in the industry over this period, but more recently these relatively
low operating rates have not discouraged new producers from entering the market and have not prevented
the addition of significant productive capacity.

C. .Revocation of the antidumping duty orders on subject imports from Japan and
Taiwan are likely to lead to a continuation or recurrence of material injury within a
reasonably foreseeable time

1. Likely Volume of Subject Imports

The Commission is to consider whether the likely volume of subject imports would be significant
either in absolute terms or relative to production or consumption in the United States if the finding under
review were revoked. In so doing, the Commission shall consider “all relevant economic factors,”
including four enumerated in the statute: (1) any likely increase in production capacity or existing
unused production capacity in the exporting country; (2) existing inventories of the subject merchandise,
or likely increases in inventories; (3) the existence of barriers to the importation of the subject
merchandise in countries other than the United States; and (4) the potential for product shifting if the
production facilities in the foreign country, which can be used to produce the subject merchandise, are
currently being used to produce other products.”

In the original determination, the Commission found the increases in volume and market share of
subject imports to be significant.”’ ** The Commission found that the volume of cumulated subject
imports increased *** percent between 1995 and 1997, from *** short tons to *** short tons. The value
of cumulated imports from subject countries rose from *** million in 1995 to *** in 1997, an increase of
*** percent. The Commission further found that the volume of subject imports in the 1995-1997 period

¥ CR/PR at Table C-1.

8 Cogne prehearing brief at Exh. 7.
¥ Cogne prehearing brief at Exh. 11.
% 19 U.S.C. § 1675a(a)(2)(A-D).

°! Original Determination at 19-20.

*2 In performing our analysis, we have taken into account the Commission’s previous volume, price, and impact
findings. We note, however, that the Commission’s original findings were based on the cumulated effects of imports
from all six countries and we must consider those findings in the context of information gathered during these
reviews.
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exceeded the increase in apparent domestic consumption by *** short tons, and that subject imports
gained market share at the expense of domestic producers.”

It is apparent that subject imports from Japan and Taiwan were chiefly responsible for the
increase in imports between 1995 and 1997. Subject imports from Japan increased from *** short tons
in 1995 to *** short tons in 1997, an increase of *** percent.”* Subject imports from Taiwan also
increased sharply between 1995 and 1997, from *** short tons to *** short tons, a nearly *** increase.
Together, Japan and Taiwan accounted for *** percent of the increase in total subject imports between
1995 and 1997.” Japan increased its market share from *** percent to *** percent and Taiwan increased
its market share from *** percent to *** percent between 1995 and 1997. Japan and Taiwan’s combined
market share in 1997 registered *** percent, while Italy, Korea, Spain, and Sweden accounted for ***,
k% dkk and *** percent of U.S. market share in 1997, respectively.”

While subject imports from Japan and Taiwan sharply declined during the period examined in
these reviews and were nearly non-existent in the U.S. market in 2003 (*** short tons, combined), record
evidence suggests that subject imports from Japan and Taiwan will reenter the U.S. market if the
antidumping orders are revoked. In fact, the two countries’ post-order behavior suggests that the
imposition of the orders were responsible for the rapid decline in subject imports from Japan and Taiwan
from the U.S. market in 1998.%"

Both Japan and Taiwan have increased production and maintained export capacity during the
period examined in these reviews. Notwithstanding the increased demand pull in foreign markets,
especially in Asia, the very rapid increase in cumulated subject imports from Japan and Taiwan during
the original investigations, followed by the abrupt exit of such imports from the U.S. market, strongly
indicates that the SSWR industries in Japan and Taiwan would direct available productive capacity and
divert exports from other markets to the United States upon revocation of the orders. Further, even
though we find it likely that demand in the United States will recover somewhat from its cyclical trough
as the pace of manufacturing activity and overall economic activity rebound,” and even with the entrance
of two new firms, NAS and Charter, in the U.S. market, which are indications of U.S. producers’ ability
to capture future increases in U.S. demand, there is no evidence on the record to suggest that cumulated
subject imports from Japan and Taiwan would not recapture U.S. market share at or above pre-order
levels, in the same manner that was exhibited by subject imports from Japan and Taiwan between 1995
and 1997, which the Commission determined to come at the expense of domestic producers.

To the contrary, record evidence strongly supports the notion that subject imports from Japan and
Taiwan likely would increase rapidly if the subject orders were revoked. While the Japanese SSWR
industry failed to provide information requested by the Commission, published data indicate that subject
Japanese manufacturers produced *** short tons less in 2003 than in 2002, indicating that at least ***
short tons of available capacity exists among subject Japanese producers.”” Combined with the *** short

% Original Determination at 19-20.
* CR/PR at Table I-1.

 CR/PR at Table I-1. At the time of the original determination, all imports of SSWR from Italy were subject
imports; therefore, we have included imports from Valbruna in this calculation.

% CR/PR at Table I-1. As noted previously, we have included imports from Valbruna in this calculation.
7 CR/PR at Table I-1.
% Hearing tr. at 20-21 (Mr. Blot) and Chart R-1.

* CR/PR at Table IV-10 (data for nonsubject manufacturer Hitachi are excluded from this calculation).
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tons of available capacity reported by the subject manufacturer in Taiwan, Walsin,'® at least *** short
tons of cumulated available capacity exists among subject manufacturers in Japan and Taiwan. In
addition, subject manufacturers in Taiwan and Japan hold inventories of SSWR equivalent to *** percent
of total annual shipments, based on data reported in these reviews (Taiwan) or in the original
investigations (Japan).'®! Moreover, at least two subject Japanese manufacturers of SSWR are also
believed to produce stainless steel bar, enabling those manufacturers to engage in product shifting.'®
Thus, even without evidence of barriers to the importation of the subject merchandise in countries other
than the United States,'® relevant economic factors as well as past practice indicate that subject imports
from Japan and Taiwan would increase rapidly, if the subject orders were revoked.

Therefore, we find that the likely volume of subject imports from Japan and Taiwan upon
revocation would be significant, both absolutely and relatively.

2. Likely Price Effects of Subject Imports

In evaluating the likely price effects of subject imports if an antidumping order is revoked, the
Commission considers whether there is likely to be significant underselling by the subject imports as
compared to domestic like product, and if the subject imports are likely to enter the United States at
prices that otherwise would have a significant depressing or suppressing effect on the price of domestic
like products.'™

In its original determination, the Commission found that prices were falling or remained flat as
the industry’s ratio of cost of goods sold to net revenue had risen.'”®> The Commission found that subject
imports undersold the domestic like product in 83.9 percent of quarterly price comparisons by average
margins of 7.6 percent.'” Additionally, the Commission found that underselling was widespread and
significant for the products for which pricing data was collected, which were considered by the
Commission to be high-volume, commodity-type grades of SSWR. Moreover, the Commission found
price suppression to a significant degree, as producers were unable to raise prices to cover rising
production costs.

In the current reviews, prices for U.S.-produced SSWR fell overall between 1998 and 2003,
declining for five of the six pricing products; however, prices generally decreased in 1998 and then
fluctuated between 1999 and 2003.'”7 In 2003, prices of SSWR generally increased.'”® With the

'% CR/PR at Table IV-18.

1" CR/PR at Table 1V-18; Original Staff Report, INV-V-057, at Table VII-3. We note that U.S. importers
maintain inventories of subject SSWR from Taiwan as well, at times equivalent to ***. See CR/PR at Table IV-3.

12 CR at 11-6, PR at I1-4.
1% CR at IV-30 n.22, PR at IV-9 n.22.
%19 U.S.C. § 1675(a)(3).

19 In performing our analysis, we have taken into account the Commission’s previous volume, price, and impact
findings. We note, however, that the Commission’s original findings were based on the cumulated effects of imports
from all six countries and we must consider those findings in the context of information gathered during these
reviews.

19 USITC Pub. 3126 at 15-16.
17 CR at V-9, PR at V-8.
1% CR/PR at Tables V-1 through V-6.
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expectations for continued increased demand in the U.S. market,'” coupled with rising raw material
costs,'! prices of SSWR in the United States are likely to continue to follow an upward trend. We find it
likely that raw material costs will continue to account for the greatest share of the cost of goods sold.
However, price is an important consideration for purchasers,''! and excess capacity, substitutability, and
the prevalence of spot sales will combine to make the market even more competitive. At the same time,
with new investment, we expect increased competitiveness among domestic producers. Nevertheless,
because price is an important factor in purchasing decisions, large surges in unfairly-priced cumulated
subject imports from Japan and Taiwan are likely to come directly at the expense of domestic producers,
capturing increases in U.S. demand, and therefore mitigating or eliminating any cost-based price
increases. Ultimately, U.S. producers are likely to find themselves in a situation similar to that of the
original investigations, unable to raise prices to remain in line with any increase in production costs.

Consequently, we find that revocation of the antidumping orders on Japan and Taiwan would
likely lead to significant underselling''? by the cumulated subject imports as compared to the domestic
like product, and to significant price suppression within a reasonably foreseeable time. Therefore, we
find that revocation of the order on Japan and Taiwan is likely to lead to significant price effects.

3. Likely Impact of Subject Imports

In evaluating the likely impact of imports of subject merchandise if the antidumping order is
revoked, the Commission considers all relevant economic factors that are likely to have a bearing on the
state of the industry in the United States, including, but not limited to: (1) likely declines in output, sales,
market share, profits, productivity, return on investments, and utilization of capacity; (2) likely negative
effects on cash flow, inventories, employment, wages, growth, ability to raise capital, and investment;
and (3) likely negative effects on the existing development and production efforts of the industry,
including efforts to develop a derivative or more advanced version of the domestic like product.'®

In the original determination the Commission found that subject imports had a significant
adverse impact on the U.S. SSWR industry, emphasizing the increase in subject import market share at
the direct expense of U.S. producers; declining domestic production during each year of the period
examined; a drop in U.S. shipments by volume and value between 1995 and 1997; reductions in
employment; and a deterioration of the financial performance of the industry.'™* '

We have carefully considered whether the imposition of the orders resulted in any improvement
in the domestic industry. We note that with Japan’s and Taiwan’s almost immediate retreat from the
market upon imposition, the domestic industry initially showed some signs of improvement, such as
increased market share and slightly higher profitability in 1998, compared to 1997. Volume indicators

19 CR at II-7, PR at 1I-4-5.

110 See, e.g., hearing tr. at 102 (Mr. Mellowes).
"' CR/PR at Table II-1.

"2 CR/PR at Table V-7.

1319 U.S.C. § 1675(a)(4).

" Original Determination at 22-24.

"5 In performing our analysis, we have taken into account the Commission’s previous volume, price, and impact
findings. We note, however, that the Commission’s original findings were based on the cumulated effects of imports
~ from all six countries and we must consider those findings in the context of information gathered during these
reviews.
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such as production and U.S. shipments did decline somewhat in 1998, but less so than demand, as
measured by apparent U.S. consumption.''®

Subject imports are likely to have a significant adverse impact on the domestic SSWR industry if
the orders on Japan and Taiwan are revoked. While in the current reviews cumulated subject imports
from Japan and Taiwan accounted for *** percent of total subject imports,'"” as mentioned previously,
there is no evidence on the record that suggest that the volume of cumulated subject imports from Japan
and Taiwan would not return to at or above pre-order levels. Thus, given the commodity nature of the
product and the sensitivity of the U.S. SSWR market to significant increases in the volume of imports,
we find that the U.S. SSWR industry would be adversely impacted in much the same manner as it was in
the original investigations. Additionally, with two new domestic producers in the U.S. market that have
*** ynused capacity, the likely volumes of subject imports from Japan and Taiwan will hinder the U.S.
SSWR industry’s ability to make use of idle capacity and to increase its market share, and thus to
improve its financial performance during a period of rising demand.

The domestic industry is in a state of transition. Capital expenditures soared in 2003, consistent
with NAS’s entry into the domestic industry. While employment is down, worker productivity has
grown rapidly in the last two years. While the domestic industry has recorded operating losses for the
last five years, it as pared such losses over the last two years, competing with increased proficiency in the
commercial market for SSWR and gaining market share in what has been a difficult environment of
declining demand.'"® In light of the domestic industry’s rapid expansion, its ability to attract capital, and
its greater efficiency in production and sales, we do not view the domestic industry as being in a
weakened state. Following the application of a safeguard action on SSWR and extensive domestic
restructuring, we do not find the domestic industry to be vulnerable as it enters a period of forecasted
rising demand.

While the profitability of the domestic industry has improved in the last two years of these
reviews, increasing from *** percent in 2001 to *** percent in 2003, and while the industry registered a
*** percent increase in productivity between 1998 and 2003, both of which are signs of an industry in
recovery, the industry is still operating in a state of *** such that we find that cumulated subject imports
from Japan and Taiwan would likely have a significant impact on domestic SSWR producers’ cash flow,
inventories, employment, wages, growth, ability to raise capital, or investment within a reasonably
foreseeable time in the event the order is revoked.

Therefore, in conjunction with our findings regarding likely volume and price effects, we find
that revocation of the orders on SSWR from Japan and Taiwan is likely to lead to a significant reduction
in U.S. producers’ output, sales, market share, profits, productivity, ability to raise capital, and/or return
on investments within a reasonably foreseeable time. We therefore find that revocation of the subject
orders on SSWR from Japan and Taiwan is likely to lead to the continuation or recurrence of material
injury to the domestic SSWR industry within a reasonably foreseeable time.

16 CR/PR at Table I-1.
7 CR/PR at Table I-1.
18 CR/PR at Table C-1.
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D. Revocation of the antidumping duty orders on subject imports from Italy and
Korea are not likely to lead to a continuation or recurrence of material injury
within a reasonably foreseeable time

1. Likely Volume of Subject Imports

As mentioned earlier, Japan and Taiwan were chiefly responsible for the increase in subject
imports in the Commission’s original investigation, accounting for *** percent of the increase between
1995 and 1997. Moreover, during the original investigations, cumulated Italian and Korean subject
imports’ share of the U.S. market remained relatively steady. Italy’s market share actually declined,
while Korea increased its market share marginally, by *** percentage points.'"”” Combined, these subject
imports from Italy and Korea held *** percent of the U.S. SSWR market in 1997, while cumulatively,
Japan and Taiwan held *** percent, and Spain and Sweden together held *** percent.'?

Current levels of cumulated subject imports from Italy and Korea are modest, as they totaled
approximately *** short tons and accounted for only *** percent of apparent U.S. consumption in
2003."”' Cumulated subject imports from Italy and Korea gradually but persistently exited the U.S.
market during the period of review; however, unlike cumulated subject imports from Japan and Taiwan,
cumulated subject imports from Italy and Korea have departed without a sharp drop off upon imposition
of the orders, as was the case with cumulated subject imports from Japan and Taiwan. Thus, while
cumulated subject import market share from Japan and Taiwan fell markedly from *** percent in 1997 to
*** percent in 1998, subject import market share from Italy and Korea fell from *** percent in 1997 to
*%* percent in 1998.'%

While absolute import levels have dropped from *** short tons in 1998 to *** short tons in
2003,'* the decline was accompanied by a shift in sales of SSWR from the U.S. market to alternative
third-country markets. The record indicates a steady, strong, and growing market presence for these
countries’ SSWR in markets other than the United States. These producers have maintained relatively
high capacity utilization rates during the period of review, reaching *** percent for Cogne of Italy and
*** percent for Korea by 2003.'**

Thus, record evidence strongly supports the notion that subject imports from Italy and Korea
likely would not increase rapidly if the subject orders were revoked. Reported data for the subject
manufacturers indicates extremely modest growth in capacity between 1998 and 2003, and only *** short
tons of available capacity in 2003.'” While subject manufacturers in Italy and Korea hold inventories of
SSWR equivalent to *** percent of total annual shipments, such inventories have fallen irregularly
relative to total shipments, and in 2003 were equivalent to *** percent of Cogne’s shipments and ***

' CR/PR at Table I-1. We note that the market share of total imports from Italy declined by *** percentage points
between 1995 and 1997. The record suggests that the subject imports from Cogne were responsible, in part, for this
decline. See, e.g., hearing tr. at 209-211,

"2 CR/PR at Table I-1, as revised. This calculation excludes imports of SSWR from Valbruna and its subsidiary
Bolzano.

12! CR/PR at Table I-1.

122 CR/PR at Table I-1, as revised.

12 CR/PR at Table I-1.

124 CR/PR at Table IV-5 and Table IV-11.
' CR/PR at Tables IV-5 and IV-11.
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percent the Korean industry’s shipments of white coil SSWR."?® Neither of the Korean producers
reported the ability to engage in product shifting, and Cogne reported ***.'*” Finally, there is no
evidence of barriers to the importation of the subject merchandise in countries other than the United
States.'?® Thus, relevant economic factors as well as the diminishing presence of subject imports from
Italy and Korea indicate that such subject imports would not increase rapidly, if the subject orders were
revoked.

Moreover, the subject producers have become increasingly active in Asian and European
markets.'” Both domestic and respondent interested parties testified to the fact that prices in Asia and
Europe are higher than those in the United States,”® and AUV for Europe and Asian markets largely
corroborate this testimony.”' While domestic interested parties suggest that transportation costs to China
are higher than to other markets,"? it is not reasonable to conclude that removal of the orders would
result in diversion of SSWR from these other higher-priced export markets to the lower-priced U.S.
market. On the contrary, because cumulated subject imports exited the U.S. market gradually, and not
immediately upon the imposition of the antidumping orders, and because cumulated subject imports
currently account for such a small share of the U.S. market, it is reasonable to conclude that within a
reasonably foreseeable time any increase in such imports as a result of the orders’ removal will be
moderate, and that no unexpected surges shall occur inconsistent with their historical trading behavior.

In addition to changes in marketing structure for these countries, also important is that the
industries in Italy and Korea face different competitive situations in the U.S. market than they did during
the period examined in the original investigations. In the case of Italy, since 1995-1997, when two
subsidized producers accounted for as much as *** percent of the U.S. market, the outstanding
countervailing duty order has been lifted on first Cogne'** and then on Valbruna.”** While Cogne
confirmed that the U.S. market for SSWR was formerly a significant market for its company, its exports
to the United States only resulted in very small quantities for the U.S. market.”*®> With regard to Korea,
the only Korean manufacturer found by Commerce to be dumping at high levels in the original

126 CR/PR at Tables IV-5 and IV-11. We note that U.S. importers’ inventories of SSWR from Korea fell to their
lowest level during the past six years in 2003 — ***_ There have been *** reported inventories of subject SSWR
from Italy since 1999. See CR/PR at Table IV-3, as revised by memorandum INV-BB-082 (June 29, 2004).

127 CR at I1-6, PR at II-4. A Cogne representative also claimed that downstream products were higher-value-added
products, and that shifting to SSWR made little financial sense. Hearing tr. at 146 (Ms. Pirovano).

1282 CR at IV-10 n.11 (Italy) and IV-24-1V-25 nn.15, 17 (Korea), PR at IV-6 n.11 (Italy) and IV-7-IV-8 n.15
(Korea).

129 CR/PR at Table IV-5 and Table IV-11.

130 See, e.g., hearing tr. at 83, testimony of Mr. Blot (“The limited information that I have would indicate that the
prices are a little bit higher in Europe and in some of the Asian countries, not all, than they are in the U.S.”) and
hearing tr. at 185, testimony of Ms. Pirovano (“We will continue to concentrate on other markets, such as Europe
and Asia, which are much more attractive to us, because prices are higher, demand is increasing, and freight costs are
significantly lower than to the United States”).

3L CR/PR at Table IV-5, Table IV-11, Table IV-12, and Table IV-16.
132 Domestic industry’s posthearing brief at 9 and exhibit 5.

3 CR at I-14 n. 14/15, PR at I-9 n. 15.

B4CRatl-1, PR atI-1.

135 Hearing tr. at 211 (Ms. Pirovano).
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investigations was Sammi Steel (28.44 percent).”** Sammi, however, was purchased by Posco in 1997
and incorporated into Changwon."’ Finally, we find it unlikely that producers would shift from higher-
value added downstream products™® in order to increase exports to a market that is likely to be marked by
excess production capacity and greater price competition.

It is for these aforementioned reasons that we find that the volume of subject imports upon

revocation of the antidumping orders is not likely to be significant, either absolutely or relatively.
2. Likely Price Effects of Subject Imports

Prices for U.S.-produced SSWR fell overall between 1998 and 2003, declining for five of the six
pricing products; however, prices generally decreased in 1998 and then fluctuated between 1999 and
2003."° In 2003, prices of SSWR generally increased.'*® With the expectations for continued increased
demand in the U.S. market,"! coupled with rising raw material costs,'** prices of SSWR in the United
States are likely to continue to follow an upward trend. At the same time, with new investment and
increased domestic capacity, we expect increased competitiveness among domestic producers. As noted
above, we do not expect the likely volume of cumulated subject imports to be significant. As a result,
although price is an important consideration for purchasers,'*® we do not find it likely that these modest
volumes of subject imports will lead to significant price declines for the domestic like product. Nor do
we expect subject imports to capture increases in U.S. demand to the point that they would place
downward pressure on U.S. prices. On balance there is likely to be a marginal effect on volume, but it is
likely not to be significant, especially with the increased competitiveness of the U.S. industry resulting
from the entrance of NAS and Charter during the period of review.

Consequently, despite the likelihood of continued underselling upon revocation of the orders,'**
we find that modest volumes of subject imports will not likely lead to price depression or suppression
within a reasonably foreseeable time. Therefore, on balance, we find that revocation of the orders is not
likely to lead to significant price effects.

3. Likely Impact of Subject Imports
As discussed above, in light of the domestic industry’s rapid expansion, its ability to attract

capital, and its greater efficiency in production and sales, we conclude the domestic industry is not
currently in a weakened state. Following the application of a safeguard action on SSWR and extensive

36 CR atI-2, PR at I-2 n.4.

B7CR atIV-19, PR at IV-7.

138 Hearing tr. at 146 (Ms. Pirovano).

3% CR at V-9, PR at V-8.

140 CR/PR at Tables V-1 through V-6.

"1 CR at II-7, PR at I1-4-5.

142 See, e.g., hearing tr. at 102, testimony of Mr. Mellowes.
'3 CR/PR at Table II-2.

144 CR/PR at Table V-7.
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domestic restructuring, we do not find the domestic industry to be vulnerable as it enters a period of
forecasted rising demand.'®

Profitability of the domestic industry has improved in the last two years of these reviews,
increasing from *** percent in 2001 to *** percent in 2003, and the industry registered a *** percent
increase in productivity between 1998 and 2003, both of which are signs of an industry in recovery. The
industry is still operating in a state of *** such that we have found that cumulated subject imports from
Japan and Taiwan would likely have a significant impact on domestic SSWR producers’ cash flow,
inventories, employment, wages, growth, ability to raise capital, or investment within a reasonably
foreseeable time in the event the orders were revoked. However, in conjunction with our findings on
likely volume and price effects of cumulated subject imports from Italy and Korea, we find that those
imports would not be likely to have a significant impact on domestic SSWR producers’ cash flow,
inventories, employment, wages, growth, ability to raise capital, or investment within a reasonably
foreseeable time in the event the orders are revoked. Further, we find that revocation of the orders on
Italy and Korea is not likely to lead to a significant reduction in U.S. producers’ output, sales, market
share, profits, productivity, ability to raise capital, or return on investments within a reasonably
foreseeable time.

In light of these findings, we determine that revocation of the orders on SSWR from Italy and
Korea is not likely to lead to the continuation or recurrence of material injury to the domestic SSWR
industry within a reasonably foreseeable time.

E. Revocation of the antidumping duty orders on subject imports from Spain and
Sweden are not likely to lead to a continuation or recurrence of material injury
within a reasonably foreseeable time

1. Likely Volume of Subject Imports

As mentioned earlier, Japan and Taiwan were chiefly responsible for the increase in subject
imports in the Commission’s original investigation, accounting for *** percent of the increase between
1995 and 1997. Moreover, during the original investigations, cumulated Spanish and Swedish subject
imports’ share of the U.S. market remained relatively steady. Spain’s market share increased by ***
percentage points, while Sweden’s market share declined by *** percentage points."*® Combined,
subject imports from Spain and Sweden held *** percent of the U.S. SSWR market in 1997, while
cumulatively, subject imports from Japan and Taiwan held *** percent, and subject imports from Italy
and Korea together held *** percent.!*’

Current levels of cumulated subject imports from Spain and Sweden totaled approximately ***
short tons and accounted for *** percent of apparent U.S. consumption in 2003."** Cumulated subject
imports from Spain and Sweden have maintained a consistent presence in the U.S. market pre- and post-
orders, which means that these countries did not retreat from the U.S. market after the imposition of the
orders.

During the period examined in these reviews, absolute import levels from these two countries
fluctuated, but remained somewhat steady, increasing from *** short tons in 1998 to a high of *** short

' As discussed above, there is some evidence of improvement of the state of the industry with the imposition of
the orders, which is primarily attributable to the rapid decrease in subject imports from Japan and Taiwan.

146 CR at Table I-1.
147 CR/PR at Table I-1.
¥ CR at Table I-1.
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tons in 1999, and then returning to *** short tons in 2003."*° Given that these countries have maintained
a relatively stable presence in the U.S. market, even with the imposition of the antidumping order, it is
reasonable to conclude that while subject imports may increase modestly upon revocation, the volume of
subject imports upon revocation is likely to be consistent with historical trading behavior.

Thus, record evidence strongly supports the notion that subject imports from Spain and Sweden
likely would not increase rapidly if the subject orders were revoked. Reported data for the subject
manufacturers does not indicate growth in capacity between 1998 and 2003, and less than *** short tons
of confirmed available capacity in 2003."*° Subject manufacturers in Spain and Sweden hold inventories
of SSWR equivalent to *** percent of total annual shipments.'”! The Swedish producer reported no
ability to engage in product shifting, although the Spanish producers are also believed to produce
stainless steel bar, enabling those manufacturers to engage in product shifting.'”? Finally, there is no
evidence of barriers to the importation of the subject merchandise in countries other than the United
States.”® Thus, relevant economic factors as well as the relatively stable presence of subject imports
from Spain and Sweden indicate that such subject imports would not increase rapidly, if the subject
orders were revoked.

Further supporting the above conclusion is the fact that two of the three subject producers in
Spain and Sweden now are affiliated with firms in the United States, which, coupled with steady import
volumes, exhibits a commitment to U.S. production, and which indicates a disincentive to undercut
themselves through large increases in unfairly-priced imports. As noted previously, Roldan, the ***
SSWR manufacturer in Spain, is a subsidiary of Acerinox. Acerinox’s U.S. subsidiary, NAS, entered the
domestic industry and began production in 2003. Similarly, Fagersta AB (Fagersta), a producer of
SSWR in Sweden, now partially owns Outokumpu.'* We believe that in these reviews, the existence of
affiliations between subject producers and U.S. producers or tollees, is a factor that has and will continue
to mitigate any increase in subject volume of SSWR to the United States.

It is for these aforementioned reasons that we find that the volume of cumulated subject imports
upon revocation is not likely to be significant, either absolutely or relatively.

2, Likely Price Effects of Subject Imports
Prices for U.S.-produced SSWR fell overall between 1998 and 2003, declining for five of the six

pricing products; however, prices generally decreased in 1998 and then fluctuated between 1999 and
2003."° In 2003, prices of SSWR generally increased.”*® With the expectations for continued increased

149 CR/PR at Table I-1.

15 CR/PR at Tables IV-15 and IV-16. Confirmed available capacity was in Sweden. Spanish production of SSWR
in 2003 was *** suggesting ***,

I CR/PR at Table IV-16; Original Staff Report, INV-V-057, at Table VII-6. We note that U.S. importers
currently maintain *** inventories of subject SSWR from Spain and *** short tons of subject SSWR from Sweden —
the *** level since 1998. CR/PR at Table IV-3,

52 CR at II-6, PR at II-4.

3 CR at IV-27 n.21 (Sweden), PR at IV-8 n.21.
134 CR at I-24-25, PR at I-15-16.

'3 CR at V-9, PR at V-8.

1% CR/PR at Tables V-1 through V-6.
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demand in the U.S. market,"*” coupled with rising raw material costs,'*® prices of SSWR in the United

States are likely to continue to follow an upward trend. At the same time, with new investment and
increased domestic capacity, we expect increased competitiveness among domestic producers. As noted
above, we do not expect the volume of cumulated subject imports to be significant. As a result, although
price is an important consideration for purchasers,'”” we do not find it likely that these volumes of subject
imports will lead to significant price declines for the domestic like product. Nor do we expect these
imports to capture increases in U.S. demand to the point that they would place downward pressure on
U.S. prices. On balance there is likely to be a marginal effect on price, but it is likely not to be
significant, especially with the increased competitiveness of the U.S. industry resulting from the entrance
of NAS and Charter during the period of review.

Consequently, despite the likelihood of continued underselling upon revocation of the orders,'*
we find that the volume of subject imports upon revocation will not likely lead to significant price
depression or suppression within a reasonably foreseeable time. Therefore, on balance, we find that
revocation of the orders is not likely to lead to significant price effects.

3. Likely Impact of Subject Imports

As discussed above, in light of the domestic industry’s rapid expansion, its ability to attract
capital, and its greater efficiency in production and sales, we conclude the domestic industry is not
currently in a weakened state. Following the application of a safeguard action on SSWR and extensive
domestic restructuring, we do not find the domestic industry to be vulnerable as it enters a period of
forecasted rising demand.'®!

Profitability of the domestic industry has improved in the last two years of these reviews,
increasing from *** percent in 2001 to *** percent in 2003, and the industry registered a *** percent
increase in productivity between 1998 and 2003, both of which are signs of an industry in recovery. The
industry is still operating in a state of *** such that we find that cumulated subject imports from Japan
and Taiwan would likely have a significant impact on domestic SSWR producers’ cash flow, inventories,
employment, wages, growth, ability to raise capital, or investment within a reasonably foreseeable time
in the event the order is revoked. However, in conjunction with our findings on likely volume and price
effects of cumulated subject imports from Spain and Sweden, we find that those imports would not be
likely to have a significant impact on domestic SSWR producers’ cash flow, inventories, employment,
wages, growth, ability to raise capital, or investment within a reasonably foreseeable time in the event the
orders are revoked. Further, we find that revocation of the orders on Spain and Sweden is not likely to
lead to a significant reduction in U.S. producers’ output, sales, market share, profits, productivity, ability
to raise capital, or return on investments within a reasonably foreseeable time.

In light of these findings, we determine that revocation of the orders on SSWR from Spain and
Sweden is not likely to lead to the continuation or recurrence of material injury to the domestic SSWR
industry within a reasonably foreseeable time.

7 CR at 1I-7, PR at I1-4-5.

138 See, e.g., hearing tr. at 102, testimony of Mr. Mellows.
3% CR/PR at Table II-1.

1 CR/PR at Table V-7.

11 As discussed above, there is some evidence of improvement of the state of the industry with the imposition of
the orders, which is primarily attributable to the rapid decrease in subject imports from Japan and Taiwan.
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PART I: INTRODUCTION AND OVERVIEW
BACKGROUND

On August 1, 2003, the Commission gave notice, pursuant to section 751(c) of the Tariff Act of
1930 (the Act), that it had instituted reviews to determine whether revocation of the antidumping duty
orders on stainless steel wire rod (SSWR) from Italy, Japan, Korea, Spain, Sweden, and Taiwan and the
countervailing duty order on SSWR from Italy would likely lead to the continuation or recurrence of
material injury to a domestic industry. Effective November 4, 2003, the Commission determined that it
would conduct full reviews pursuant to section 751(c)(5) of the Act. Information relating to the
background and schedule of the reviews is provided in the following tabulation.'

Effective date Action

September 15, 1998 | Commerce’s countervailing duty order: ltaly (63 FR 49334)

Commerce’s antidumping duty orders: Italy (63 FR 49327), Japan (63 FR
49328), Korea (63 FR 49331), Spain (63 FR 49330), Sweden (63 FR 49329),
and Taiwan (63 FR 49332)

August 1, 2003 Commission’s institution of reviews (68 FR 45277)

September 15, 2003 Effective date of Commerce’s determination to revoke the countervailing duty
order on SSWR from ltaly, following its full review (completed in June 2004) (69
FR 40354, July 2, 2004)

November 4, 2003 Commission’s decision to conduct full reviews (68 FR 65085, November 18,
2003)

December 10, 2003 Commerce’s final results of expedited reviews: Italy (AD only) (68 FR 68862),
Japan (68 FR 68864), Korea (68 FR 68863), Spain (68 FR 68866), Sweden (68
FR 68860), and Taiwan (68 FR 68865)

January 28, 2004 Commission’s scheduling of the reviews (69 FR 5185, February 3, 2004)
May 18, 2004 Commission’s hearing'

July 8, 2004 Commission’s vote

July 22, 2004 Commission’s determinations due to Commerce

" App. B contains a list of the witnesses who appeared at the hearing.

The Original Investigations

On July 30, 1997, a petition was filed with Commerce and the Commission alleging that an
industry in the United States was materially injured and threatened with material injury by reason of
subsidized imports of SSWR from Italy and less-than-fair-value (LTFV) imports of SSWR from

' The Commission’s notice of institution, notice to conduct full reviews, scheduling notice, and statement on
adequacy appear in app. A and also may be found at the Commission’s web site (internet address www.usitc. gov).
Commissioners’ votes on whether to conduct expedited or full reviews also may be found at the web site.
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Germany, Italy, Japan, Korea, Spain, Sweden, and Taiwan.? On July 29, 1998, Commerce made a final
affirmative subsidy determination on imports from Italy® and final affirmative dumping determinations
for Germany, Italy, Japan, Korea, Spain, Sweden, and Taiwan.* On September 1, 1998, the Commission
made final affirmative determinations with respect to subject imports from Italy, Japan, Korea, Spain,
Sweden, and Taiwan, and a final negative determination with respect to subject imports from Germany.’
These determinations were transmitted to Commerce on September 8, 1998. Commerce issued a
countervailing duty order on imports from Italy and antidumping duty orders on imports from Italy,
Japan, Korea, Spain, Sweden, and Taiwan on September 15, 1998.°

Table I-1 presents a summary of data from the original investigations and from these reviews;
figures I-1 and I-2 show U.S. imports of subject and total (subject plus nonsubject) SSWR, respectively,
from Italy, Japan, Korea, Spain, Sweden, and Taiwan since 1995. Figure I-3 presents apparent U.S.
consumption since 1995.

2 The petition was filed by Al Tech Specialty Steel Corp., Dunkirk, NY; Carpenter Technology Corp., Reading,
PA; Republic Engineered Steels, Inc., Massillon, OH; Talley Metals Technology, Inc., Hartsville, SC; and the
United Steelworkers of America, AFL-CIO/CLC.

 Commerce calculated the following margins: Cogne Acciai Speciali S.r.1. (Cogne Acciai) received a net subsidy
rate of 22.22 percent; Acciaierie Valbruna/Acciaierie di Bolzano SpA (Valbruna) received a net subsidy rate of 1.28
percent; and all other producers/exporters received a net subsidy rate of 13.85 percent.

* Commerce calculated the following margins:

. For Germany, Commerce found a margin of 21.28 percent for Krupp Edelstahlprofile GmbH, Krupp
Hoesch Steel Products, and BGH Edelstahl Freital GmbH, and 19.45 percent for all other
producers/exporters.

. For Italy, Commerce found a margin of 1.27 percent for Valbruna and 12.73 percent for Cogne Acciai and
all other producers/exporters.

. For Japan, Commerce found a margin of 0 percent for Hitachi Metal Corp. (Hitachi), 34.21 percent for

Daido Steel Co., Ltd. (Daido), 21.18 percent for Nippon Steel Corp. (Nippon), 34.21 percent for Sanyo
Steel Co., Ltd. (Sanyo), 34.21 percent for Sumitomo Electric Industries, Ltd. (Sumitomo), and 25.26
percent for all other producers/exporters.

. For Korea, Commerce found a margin of 3.18 percent for Dongbang Special Steel Co., Ltd. (Dongbang),
Changwon Specialty Steel Co., Ltd. (Changwon), and Pohang Iron and Steel Co., Ltd. (POSCO), 28.44
percent for Sammi Steel Co., Ltd. (Sammi), and 3.18 percent all other producers/exporters.

. For Spain, Commerce found a margin of 4.72 percent for Roldan, S.A. (Roldan) and all other
producers/exporters.

. For Sweden, Commerce found a margin of 5.71 percent for Fagersta Stainless AB (Fagersta) and all other
producers/exporters.

. For Taiwan, Commerce found a margin of 0.02 percent (de minimis) for Yieh Hsing Corp., Ltd. (Yieh

Hsing) and 8.24 percent for Walsin Cartech Specialty (Walsin) and all other producers/exporters.

’ Commissioners Bragg, Miller, and Koplan made affirmative determinations with respect to subject imports from
Italy, Japan, Korea, Spain, Sweden, and Taiwan, with Commissioners Crawford and Askey dissenting and
Commissioner Hillman not participating. Commissioners Miller, Koplan, and Askey made negative threat
determinations with respect to subject imports from Germany, while Commissioner Crawford determined such
imports to be negligible, Commissioner Bragg made an affirmative determination, and Commissioner Hillman did
not participate.

8 The Commission’s determination with respect to subject imports from Germany was appealed by the petitioning
coalition. After due deliberations, Judge Delissa A. Ridgeway of the U.S. Court of International Trade denied the
motion for judgement on the agency record, sustained the Commission’s determination with respect to subject
imports from Germany, and dismissed the action. AL-Tech Specialty Steel Corp., et. al. v. United States, Court No.
98-10-03062, Slip Opinion 03-164 (December 16, 2003).
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Table 11

SSWR: Comparative data of the U.S. and foreign markets and industries from the original investigations and the current reviews, 1995-2003

{Quantity in short tons, value in 1,000 dollars, shares/ratios in percent)

Item 1995 1996 I 1997 | 1998 1999 | 2000 | 2001 2002 2003
U.S. consumption quantity:
Amount . . o ok o . . - .
U.S. producers’ share . . wk wx e . e . o
U.S. importers’ share: . . . . . xx e e .
Japan (ex. Hitachi) - xe . e o . . . P
Korea e . . . x . e . .
Spain . i . e . . . - .
Sweden (ex. Kanthal) . . e . . e . . e
Taiwan (ex. Yieh Hsing) e . i . v . . . .
Subtotal, - . - . - o - - -
subject imports
Japan / Hitachi . ex . . o . - o .
Sweden / Kanthal o . . . . . ex . o
Taiwan / Yieh Hsing ek . vk e . . . e .
Germany & other sources e e . . e - . . .
Subtotal, orx - - e - -, - —_— .
nonsubject imports
Total imports . e . . . . . e .
U.S. imports from:
Italy:
Quantity 9,859 8,289 8,844 5,685 6,064 13,598 7,638 7,401 4,526
Value 21,446 19,413 17,554 11,793 10,562 24,104 14,866 11,619 7,546
Unit value per short ton $2,175 $2,342 $1,985 $2,075 $1,742 - $1,773 $1,946 $1,570 $1,667
Japan (ex. Hitachi):
Quantity . ek . . x . . ~e i
Value - . x . . . . . e
Unit value . e . . . . . xe .
Korea:
Quantity 10,938 10,437 13,937 12,984 10,570 9,058 5,593 4,482 1,437
Value 25,392 22,097 25,956 22,489 14,918 13,869 7,745 5,730 2,128
Unit value $2,321 $2,117 $1,862 $1,732 $1,411 $1,531 $1,385 $1,278 $1,481
Spain:
Quantity 2,663 2,854 4,705 1,932 4,732 3,881 4,783 5,885 4,158
Value 6,939 6,529 9,510 3,809 7,684 6,282 7,573 8,323 6,602
Unit value $2,606 $2,288 $2,022 $1,972 $1,603 $1,618 $1,583 $1,414 $1,588

—Table continued on next page.




Table I-1 = Continued
SSWR: Comparative data of the U.S. and foreign markets and industries from the original investigations and the current reviews, 1995-2003

(Quantity in short tons, value in 1,000 doliars, shares/ratios in percent)

item 1995 I 1996 I 1997 I 1998 1999 | 2000 | 2001 | 2002 l 2003
Sweden (ex. Kanthal):
Quantity . . e . . . . . ok
Value ik e . ok ik [ e ik .
Unit value ik o . . ik ok ok . ok
Taiwan (ex. Yieh Hsing):
Quantity . ok . . . . ok . o
Value i . . . ik . . a ok
Unit value . ek . - ok . . ok .
Subtotal, subject countries:
Quantity 36,787 44,068 57,534 35,445 30,632 35,464 25,794 24,274 14,693
Value 90,696 104,015 115,989 68,558 50,049 62,482 44,509 38,004 26,617
Unit value $2,465 $2,360 $2,016 $1,934 $1,634 $1,762 $1,726 $1,566 $1,812
ok e R ok ok &
Subtotal, nonsubject countries:
Quantity 18,847 17,353 24,228 26,673 35,366 49,462 36,493 34,020 20,792
Value 48,920 42,597 52,099 60,786 63,710 95,518 67,895 61,974 37,185
Unit value $2,596 $2,455 $2,150 $2,279 $1,801 $1,931 $1,860 $1,822 $1,788
Total:
Quantity 55,634 61,421 81,762 62,118 65,999 84,926 62,287 58,294 35,485
Value 139,616 146,612 168,088 129,343 113,758 158,000 112,403 99,978 63,802
Unit value $2,510 $2,387 $2,056 $2,082 $1,724 $1,860 $1,805 $1,715 $1,798

U.S. producers’:*?

* k k k kX % %

* % *k *k *k * %

Foreign producers:

" U.S. producers’ data for the period 1995-97 do not include the operations of ***, with the exception of production and shipment data.

2 U.S. producers’ financial data for the period 1998-2003 are calculated in the same manner as they were reported in the original investigations (the so-
called “original method”). As explained in greater detail in Part IIl of this report, one producer has refined its methodology for reporting financial data (the so-
called “new method”). Because this table requires consistency and data comparability for maximum effectiveness, the financial data presented are based on
the “original method” and are not comparable with data based on the “new method” presented elsewhere in this report.

Note.—In June 2004, Commerce notified the Commission of its determination to revoke the countervailing duty order on ltaly, effective September 15, 2003.
Accordingly, for the remainder of 2003, subject imports of SSWR from Italy include only SSWR produced by Italian manufacturers other than Valbruna (and
its subsidiary Bolzano) ~ in essence, those of Cogne Acciai. Based on questionnaire responses (1998) and adjusted official import statistics (1999-2003),
imports of SSWR from Valbruna and Cogne Acciai are as follows:

Vaibruna

Other (Cogne Acciai)

1998: *** short tons ($***) *** short tons ($***)
1999: *** short tons ($***) *** short tons ($***)
2000: *** short tons ($***) *** short tons ($***)
2001: *** short tons ($***) *** short tons ($***)
2002: *** short tons ($***) *** short tons ($***)
2003: *** short tons ($***) *** short tons ($***)

Due to exports by third parties, imports attributed to Valbruna may be somewhat understated, and those attributed to other manufacturers may be somewhat

overstated.

Source: Data for 1995-97 are compiled from the confidential staff report (memorandum INV-V-057, August 11, 1998) in Stainless Steel Wire Rod from

Germany, Italy, Japan, Korea, Spain, Sweden, and Taiwan (Invs. Nos. 701-TA-373 (Final) and 731-TA-769-775 (Final)), as modified to exclude imports from
Germany in subtotaling subject imports of SSWR (memorandum INV-V-061, August 19, 1998). Specifically, the data are derived from the following tables in
the original staff report, as modified: table IV-2 (apparent U.S. consumption and market shares); table V-1 (import volume); table 111-1 (production and

capacity, reflecting actual, as opposed to optimal, product mix); table 11i-2 (shipments); table |ll-4 (employment); and table VI-1 (financial performance).
Foreign industry data are compiled from tables VII-2-8. Data for 1998-2003 are compiled from responses to the Commission questionnaires in the current
reviews and from official Commerce statistics.
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Figure 11
SSWR: U.S. subject imports from ltaly, Japan, Korea, Spain, Sweden, and Taiwan

* * * * * * *

Figure I-2
SSWR: U.S. total (subject plus nonsubject) imports from Italy, Japan, Korea, Spain, Sweden, and
Taiwan
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Source: Official Commerce statistics.

Figure 1-3
SSWR: Apparent U.S. consumption, 1995-2003

* * * * * * *

Previous and Related Title VII Investigations

Since 1980, the Commission has conducted original investigations on SSWR from Brazil,
France, India, and Spain, as well as Germany (discussed above) and the six countries subject to the
“instant reviews. During 1999-2000, the Commission conducted five-year reviews of the 1983 transition
countervailing duty order on Spain and the 1993-94 transition antidumping duty orders on SSWR from
Brazil, France, and India.” The Commission made affirmative determinations with respect to SSWR
from Brazil, France, and India and a unanimous negative determination with respect to SSWR from

7 Stainless Steel Wire Rod from Brazil, France, India, and Spain, Invs, Nos. 701-TA-178 and 731-TA-636-638
(Review), Publication No. 3321, July 2000; Ugine-Savoie Imphy v. United States, 248 F. Supp. 2™ 1208 (2002).
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Spain.! The Commission is scheduled to review the antidumping duty orders on SSWR from Brazil,
France, and India beginning in July 2005.°

Previous and Related Safeguard Investigations

During 1982-83, the Commission conducted a safeguard investigation of stainless steel products
(Inv. No. TA-201-48) that included the SSWR subject to these reviews. Following affirmative
determinations of serious injury and remedy recommendations by the Commission, President Reagan
proclaimed four-year global quotas limiting SSWR imports to 19,100 tons in the first year, increasing to
19,700 tons, 20,300 tons, and 20,900 tons in subsequent years.'°

In 2001, the Commission conducted a safeguard investigation of steel products (Inv. No. TA-
201-73) that included the SSWR subject to these reviews (as well as downstream products such as
stainless steel bar and stainless steel wire). Following affirmative determinations of serious injury and
remedy recommendations by the Commission, President Bush issued a proclamation on March 5, 2002,
imposing temporary import relief for a period not to exceed three years and one day.'" Import relief
relating to SSWR consisted of an additional tariff of 15 percent ad valorem on imports in the first year,
12 percent in the second year, and 9 percent in the third year. On December 4, 2003, President Bush
terminated the steel safeguard tariffs."

STATUTORY CRITERIA AND ORGANIZATION OF THE REPORT
Statutory Criteria

Section 751(c) of the Act requires Commerce and the Commission to conduct a review no later
than five years after the issuance of an antidumping or countervailing duty order or the suspension of an
investigation to determine whether revocation of the order or termination of the suspended investigation
“would be likely to lead to continuation or recurrence of dumping or a countervailable subsidy (as the
case may be) and of material injury.”

Section 752(a) of the Act provides that in making its determination of likelihood of continuation
or recurrence of material injury--

8 Commissioners Koplan and Okun dissenting with respect to SSWR from France, and Commissioner Askey
dissenting with respect to SSWR from Brazil, France, and India.

® Antidumping and/or countervailing duty orders also are in effect on other stainless steel long products, including
stainless steel bar from Brazil, India, Japan, and Spain (issued in 1995), stainless steel angle from Japan, Korea, and
Spain (issued in 2001), and stainless steel bar from France, Germany, Italy, Korea, and the United Kingdom (issued
in 2002). The Commission is scheduled to review these orders beginning in March 2006, April 2006, and February
2007, respectively.

19 Memorandum of July 5, 1983, from President Reagan to the United States Trade Representative (48 FR 31177,
July 7, 1983). Earlier, during 1975-76, the Commission conducted a safeguard investigation of stainless steel
products (Inv. No. TA-201-05) that included the SSWR subject to these reviews. Following affirmative
determinations that increased imports were a substantial cause of serious injury and remedy recommendations by the
Commission, President Ford decided to seek orderly marketing agreements and to expedite the processing of trade
adjustment assistance to unemployed workers in the affected industries. Memorandum of March 16, 1976, from
President Ford to the Special Representative for Trade Negotiations (41 FR 11269, March 18, 1976).

! Presidential Proclamation 7529 of March 5, 2002 (67 FR 10553, March 7, 2002).
12 Presidential Proclamation 7741 of December 4, 2003 (68 FR 68483, December 8, 2003).
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(1) IN GENERAL.-- . . . the Commission shall determine whether revocation of
an order, or termination of a suspended investigation, would be likely to lead to
continuation or recurrence of material injury within a reasonably foreseeable time. The
Commission shall consider the likely volume, price effect, and impact of imports of the
subject merchandise on the industry if the order is revoked or the suspended
investigation is terminated. The Commission shall take into account--

(A) its prior injury determinations, including the volume, price effect,
and impact of imports of the subject merchandise on the industry before
the order was issued or the suspension agreement was accepted,

(B) whether any improvement in the state of the industry is related to
the order or the suspension agreement,

(C) whether the industry is vulnerable to material injury if the order
is revoked or the suspension agreement is terminated, and

(D) in an antidumping proceeding . . ., (Commerce’s findings)
regarding duty absorption . . ..

(2) VOLUME.--In evaluating the likely volume of imports of the subject
merchandise if the order is revoked or the suspended investigation is terminated, the
Commission shall consider whether the likely volume of imports of the subject
merchandise would be significant if the order is revoked or the suspended investigation
is terminated, either in absolute terms or relative to production or consumption in the
United States. In so doing, the Commission shall consider all relevant economic factors,
including--

(A) any likely increase in production capacity or existing unused
production capacity in the exporting country,

(B) existing inventories of the subject merchandise, or likely increases
in inventories,

(C) the existence of barriers to the importation of such merchandise
into countries other than the United States, and

(D) the potential for product-shifting if production facilities in the
Jforeign country, which can be used to produce the subject merchandise,
are currently being used to produce other products.

(3) PRICE.--In evaluating the likely price effects of imports of the subject
merchandise if the order is revoked or the suspended investigation is terminated, the
Commission shall consider whether--

(A) there is likely to be significant price underselling by imports of
the subject merchandise as compared to domestic like products, and
(B) imports of the subject merchandise are likely to enter the United

States at prices that otherwise would have a significant depressing or

suppressing effect on the price of domestic like products.

(4) IMPACT ON THE INDUSTRY.--In evaluating the likely impact of imports of
the subject merchandise on the industry if the order is revoked or the suspended
investigation is terminated, the Commission shall consider all relevant economic factors
which are likely to have a bearing on the state of the industry in the United States,
including, but not limited to—

(A) likely declines in output, sales, market share, profits, productivity,
return on investments, and utilization of capacity,

I-7



(B) likely negative effects on cash flow, inventories, employment,
wages, growth, ability to raise capital, and investment, and

(C) likely negative effects on the existing development and production
efforts of the industry, including efforts to develop a derivative or more
advanced version of the domestic like product.

The Commission shall evaluate all such relevant economic factors . . . within the context
of the business cycle and the conditions of competition that are distinctive to the affected
industry.

Section 752(a)(6) of the Act states further that in making its determination, “the Commission
may consider the magnitude of the margin of dumping or the magnitude of the net countervailable
subsidy.”

Organization of the Report

Information obtained during the course of the reviews that relates to the above factors is
presented throughout this report. A summary of data collected in the reviews is presented in appendix C.
U.S. industry data are based on questionnaire responses of seven firms that accounted for all of U.S.
production of SSWR during 2003. U.S. import data are based on official Commerce statistics adjusted to
exclude SSWR produced by certain foreign producers that are not subject to these reviews.” Responses
by U.S. producers, importers, and purchasers of SSWR and producers of SSWR in Italy, Japan, Korea,
Spain, Sweden, and Taiwan to a series of questions concerning the significance of the existing
countervailing duty order and antidumping duty orders and the likely effects of revocation are presented
in appendix D.

RESULTS OF COMMERCE’S REVIEWS

Commerce has made a final negative determination with respect to the countervailing duty order
on SSWR from Italy and final affirmative determinations with respect to the antidumping duty orders on
SSWR from Italy, Japan, Korea, Spain, Sweden, and Taiwan. Commerce has not issued any duty
absorption determinations with respect to the antidumping duty orders on SSWR from Italy, Japan, and
Korea."

13 #*x%  Telephone interview with *** Kanthal Corp., April 2, 2004. ***. SSWR produced by Hitachi in Japan
and Yieh Hsing in Taiwan also are excluded from these reviews. These adjustments were made by subtracting
imports manufactured by Hitachi and Yieh Hsing in Japan and Taiwan, respectively, as identified by Customs data.
Two stainless steel grades, SF20T and K-M35FL, also are excluded from the scope of these reviews. It is believed
that imports of stainless steel grades SF20T and K-M35FL are insignificant. To the extent that these grades are
included in the official Commerce statistics, import data presented in this report are slightly overstated. In addition,
to the extent that import data for SSWR from Italy are presented separately by manufacturer, such data reflect similar
adjustments based on Customs data (1999-2003) or questionnaire data (1998).

14 Commerce has not published a statement regarding whether it has made any duty absorption determinations with
respect to the antidumping duty orders on SSWR from Spain, Sweden, and Taiwan.
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Commerce’s Final Results of a Full Review of
the Countervailing Duty Order on SSWR from Italy"

Commerce published the preliminary results of its full review of the countervailing duty order on
SSWR from Italy in the Federal Register on March 4, 2004. In June 2004, Commerce completed its full
review of this order, and determined that the level of subsidization likely to prevail, were the order
revoked, is below the de minimis threshold. Accordingly, Commerce determined that it would revoke the
countervailing duty order on Italy effective September 15, 2003.'¢

Commerce’s Final Results of Expedited Reviews of the
Antidumping Duty Orders on SSWR from Italy, Japan, Korea, Spain, Sweden, and Taiwan

Commerce published the final results of its expedited reviews of the antidumping duty orders on
SSWR from Italy, Japan, Korea, Spain, Sweden, and Taiwan in the Federal Register on December 10,
2003. Commerce determined that the revocation of the antidumping duty orders on SSWR from Italy,
Japan, Korea, Spain, Sweden, and Taiwan would be likely to lead to continuation or recurrence of
dumping at the following weighted-average margins:"’

Country Company Weighted-average margin percentage
italy' Cogne Acciai Speciali S.r.l. 12.73
All others 12.73
Japan? Daido Steel Co., Ltd. 34.21
Nippon Steel Corp. 21.18
Sanyo Special Steel Co., Ltd. 34.21
Sumitomo Electric Industries, Ltd. 34.21
All others 25.26

Korea Dongbang Special Steel Co., Ltd./Changwon Specialty
‘ Steel Co., Ltd./Pohang lron and Steel Co., Ltd. 5.77
Sammi Steel Co., Ltd. 28.44
All others 5.77
Spain Roldan, S.A. 4,73
All others 4.73
Sweden Fagersta Stainless AB 5.71
All others 5.71

Continued on the following page.

5 Cogne Acciai received a net subsidy rate of 22.22 percent in the original investigation. However, Conumerce
revoked this order with respect to Cogne Acciai on November 7, 2003, due to its Section 129 determination. See 68
FR 64858 (November 17, 2003). This notice is included app. A.

' Commerce’s notice is presented in app. A.

17 Commerce’s notices are presented in app. A.
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Country Company Weighted-average margin percentage

Taiwan® Walsin Cartech Specialty Steel 8.29

All others

8.29

' Valbruna received a de minimis rate in the original investigation and was excluded from the antidumping duty
order on SSWR from lItaly.

2 Hitachi received a zero margin rate in the original investigation and was excluded from the antidumping duty
order on SSWR from Japan.

% Yieh Hsing received a de minimis rate in the original investigation and was excluded from the antidumping
duty order on SSWR from Taiwan.

COMMERCE’S ADMINISTRATIVE REVIEWS
Italy

Commerce has not conducted any administrative reviews of the antidumping duty order on

SSWR from Italy. It has conducted one administrative review of the countervailing duty order on SSWR
from Italy as shown in the following tabulation:

Period of review Date results published Company

1/1/2000-12/31/2000 | October 15, 2002 (67 FR 63619) Valbruna

' De minimis margin.

Margin (percent)
0.27

Japan

Commerce has not conducted any administrative reviews of the antidumping duty order on
SSWR from Japan.

Korea

Commerce has conducted two administrative reviews of the antidumping duty order on SSWR
from Korea as shown in the following tabulation:

Period of review Date results published . Company Margin (percent)
POSCO/Changwon/
9/1/1999-8/31/2000 | March 12, 2002 (67 FR 11096) Dongbang 5.61
POSCO/Changwon/
9/1/2001-8/31/2002 April 12, 2004 (69 FR 19153) Dongbang 1.67
' As amended by Commerce on March 12, 2002. The original final results of the antidumping duty
administrative review on SSWR from Korea were published on February 13, 2002 (67 FR 6685). In that notice,
Commerce published a 6.80 margin for POSCO/Changwon/Dongbang.
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Spain

Commerce has conducted one administrative review of the antidumping duty order on SSWR
from Spain as shown in the following tabulation:

Period of review Date results published Company Margin (percent)
3/5/1998-8/31/1999 | February 21, 2001 (66 FR 10988) Roldan 0.8
Sweden

Commerce has not conducted any administrative reviews of the antidumping duty order on
SSWR from Sweden.

Taiwan

Commerce has conducted one administrative review of the antidumping duty order on SSWR
from Taiwan as shown in the following tabulation:

Period of review Date results published Company Margin (percent)
1/1/1999-8/31/2000 | October 16, 2001 (66 FR 52587) Walsin 475
THE PRODUCT

Commerece’s Scope

The imported product subject to the countervailing and antidumping duty orders under review, as
defined by Commerce, is the following:

{stainless steel} products that are hot-rolled or hot-rolled annealed and/or pickled and/or
descaled rounds, squares, octagons, hexagons or other shapes, in coils, that may also be
coated with a lubricant containing copper, lime or oxalate. Stainless steel wire rod is
made of alloy steels containing, by weight, 1.2 percent or less of carbon and 10.5 percent
or more of chromium, with or without other elements. These products are manufactured
only by hot-rolling or hot-rolling, annealing, and/or pickling and/or descaling, are
normally sold in coiled form, and are of solid cross-section. The majority of SSWR sold
in the United States is round in cross-sectional shape, annealed and pickled, and later
cold-finished into stainless steel wire or small-diameter bar. The most common size for
such products is 5.5 millimeters or 0.217 inches in diameter, which represents the
smallest size that normally is produced on a rolling mill and is the size that most wire-
drawing machines are set up to draw. The range of stainless steel wire rod sizes
normally sold in the United States is between 0.20 inches and 1.312 inch diameter.
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Two stainless steel grades, SF20T and K-M35FL, are excluded from the scope of these
reviews.'® With respect to products of Sweden, the following proprietary grades of
Kanthal AB also are excluded: Kanthal A-1, Kanthal AF, Kanthal A, Kanthal D,
Kanthal DT, Alkrothal 14, Alkrothal 720, and Nikrothal 40."

General

Stainless steels are alloys of iron containing at least 10.5 percent by weight of chromium. In
comparison to carbon steel and other alloy steels, stainless steels offer superior resistance to corrosion or
oxidation at ambient or elevated temperatures. There are 5 classes of stainless steel, each having
different chemical compositions and physical properties: austenitic, martensitic, ferritic, duplex
(austenitic plus ferritic), and precipitation hardenable stainless steel alloys. Austenitic stainless steels
(200- and 300-series) are nonmagnetic, chromium-nickel alloys, such as grades 304 and 316. Austenitic
alloys are nonhardenable by heat treatment, but can be substantially hardened by cold working.
Martensitic stainless steels (400-series) are magnetic, chromium alloys such as grade 410, which are
hardenable by heat treatment. Ferritic stainless steels (also 400-series) are magnetic, chromium alloys
such as grade 430, and are nonhardenable by heat treatment. Duplex stainless steels, such as 2205, are
magnetic, and nonhardenable by heat treatment. Precipitation hardenable (PH) alloys, such as 17-7 PH,
are chromium nickel alloys that can be hardened by an aging treatment. The essential characteristics
imparted by physical structures and chemical compositions influence how the steel is melted, as well as
its ladle treatment, hot-rolling, and heat treatment.*

The Commission collected data on the leading grades of SSWR by type of shipment.?! The
following tabulation lists the most common grades reported by U.S. producers, importers, and foreign
producers by type of shipment in 2003.

* * * * * * *

'® The chemical makeup (in percent by weight) for the excluded grades is as follows:

. SF20T: Carbon--0.05 max; Manganese--2.00 max; Phosphorus--0.05 max; Sulfur--0.15 max; Silicon--1.00
max; Chromium--19.00/21.00; Molybdenum--1.50/2.50; Lead--added (0.10/0.30); and Tellurium--added
(0.03 min).

. K-M35FL: Carbon--0.015 max; Silicon--0.70/1.00; Manganese--0.40 max; Phosphorus--0.04 max; Sulfur--

0.03 max; Nickel--0.30 max; Chromium--12.50/14.00; Lead--0.10/0.30; and Aluminum--0.20-0.35.

12 68 FR 68862, December 10, 2003. Commerce’s scope also indicates that the products subject to these orders
currently are covered by statistical reporting numbers 7221.00.0005, 7221.00.0015, 7221.00.0030, 7221.00.0045,
and 7221.00.0075 of the Harmonized Tariff Schedule of the United States (HTSUS). Although the HTSUS
statistical reporting numbers are provided for convenience and customs purposes, the written description of the
merchandise is dispositive.

® Stainless Steel Wire Rod from Germany, Italy, Japan, Korea, Spain, Sweden, and Taiwan, Invs. Nos. 701-TA-
373 (Final) and 731-TA-769-775 (Final), Publication No. 3126, September 1998, pp. I-4, and Stainless Steels, ASM
International, Materials Park, OH, 1994.

21 U.S. producers were requested to report their top five grades for each type of SSWR by type of shipment while
importers and foreign producers were requested to report their top three.
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Physical Characteristics and Uses

SSWR is an intermediate stainless steel product that is produced in a wide variety of sizes and
grades, usually in accordance with specific customer requirements. It is used as a starter material for the
production of stainless steel wire and stainless steel bar. Although SSWR is produced in sizes as large as
32 mm (1.259 inch) in diameter, the most common size SSWR is 5.5 mm (0.217 inch) in diameter,
circular cross-section, which is the smallest size normally produced on a hot-rolling mill and is the size
that is most commonly used for wire drawing. A substantial proportion of domestic SSWR is consumed
internally by producers who also maintain cold finishing operations. The primary end users of subject
SSWR are wire redrawers, who produce stainless steel wire. A smaller proportion of larger diameter
subject wire rod is converted into small-diameter stainless steel bar. Finally, some forgers and
fabricators machine subject SSWR into various downstream products, including, but not limited to,
industrial fasteners, springs, medical and dental instruments, automotive parts, and welding electrodes.?

SSWR is available in a fairly wide range of weights. The Commission collected data on the
maximum weight of SSWR per coil that can be produced by reporting mills in the United States and the
subject foreign countries. The following tabulation lists the responses of U.S. and foreign producers:

Country Producer Quantity (in pounds)
Allvac —_—
Carpenter ok
Charter -
Dunkirk -
NAS -
United States Talley -
Cogne Acciai e
ltaly Valbruna ek
Changwon -
Korea Dongbang ek
Sweden Fagersta —-—
Taiwan Walsin -
1 wak

Manufacturing Facilities and Production Employees

There are three basic steps in SSWR production, regardless of grade or final cross section: (1)
the melting of steel and production of billets, (2) hot-rolling the billets and coiling the wire rod, and (3)
finishing, which includes annealing and pickling. Inspection, packaging, and shipment follow these three

22 Stainless Steel Wire Rod from Germany, Italy, Japan, Korea, Spain, Sweden, and Taiwan, Invs. Nos. 701-TA-
373 (Final) and 731-TA-769-775 (Final), Publication No. 3126, September 1998, pp. 1-4 and I-6.
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stages of production. The production process employed by U.S. producers and by foreign manufacturers
is generally the same.”

In the first stage, molten stainless steel is produced by melting stainless steel scrap and various
alloying agents (including chromium, nickel, and molybdenum) in an electric arc furnace. Molten
stainless steel typically is passed through a ladle metallurgy station, where its chemistry is refined to
produce steel with specific properties according to end-use applications. It is then cast into billets, which
are semifinished long products with a square cross section.

In the second stage, the stainless steel billet may be fed directly into the hot-rolling mill, or it
may be subjected to one or more conditioning operations (such as heating, annealing, or grinding) in
preparation for hot rolling. In the hot-rolling mill, the billet passes through a series of continuous heating
and rolling operations until it has been reduced to a specific diameter and shape, at which point it has the
dimensions of wire rod. The wire rod is coiled in irregularly wound coils and is subject to either blown
air cooling or direct water-quench cooling. The weight of a single, continuous (non-welded) coil is a
function of the size of the billet used to produce it.**

In the finishing stage, the coils may be annealed (heat-treated) and mechanically descaled (shot-
blasted) and/or pickled (dipped in a series of acid baths) to improve surface quality. The coils of wire
rod may also be coated with a [ubricant containing copper, lime, or oxalate, which facilitates the drawing
process. : »

Some SSWR may be further subjected to a cold-drawing process to produce “sized” or “shaved”
rod. In this process, the wire rod is straightened and cold-drawn after the initial hot-rolling, annealing,
and pickling, and is then recoiled. This process imparts tighter dimensional tolerances and minimizes
surface imperfections.

Channels of Distribution

Approximately *** of domestically produced SSWR is captively consumed. Internal
consumption/company transfers of subject imports from Italy, Japan, Korea, Spain, Sweden, and Taiwan
ranged between 13 and 66 percent during the period of review. The vast majority of all U.S. shipments
that have been made by U.S. producers and importers during the period of review were to end users. In
2003, *** percent of U.S. producers’ U.S. shipments were made to end users while all importers’ U.S.
shipments were made to end users.

DOMESTIC LIKE PRODUCT ISSUES
In its original determination the Commission found the appropriate domestic like product to be

all SSWR corresponding to the scope of Commerce’s investigations.”> No party argued for an alternative
domestic like product in response to the Commission’s notice of institution of these reviews.”®

B Stainless Steel Wire Rod from Germany, Italy, Japan, Korea, Spain, Sweden, and Taiwan, Invs. Nos. 701-TA-
373 (Final) and 731-TA-769-775 (Final), Publication No. 3126, September 1998, pp. I-6 - I-8.

4 At the time of the original investigations, only one domestic manufacturer, ***_ produced continuous coils
greater than 2,000 pounds. Stainless Steel Wire Rod from Germany, Italy, Japan, Korea, Spain, Sweden, and
Taiwan, Invs. Nos. 701-TA-373 (Final) and 731-TA-769-775 (Final), Publication No. 3126, September 1998, p. I-
13.

% Stainless Steel Wire Rod From Germany, Italy, Japan, Korea, Spain, Sweden, and Taiwan, Investigations Nos.
701-TA-373 (Final) and 731-TA-769-775 (Final), Publication No. 3162, September 1998.

% See Response to the Commission’s Notice of Institution by Italian respondent interested parties at 20, Korean
respondent interested parties at 7, and domestic interested parties at 16. See also, Prehearing Brief of Domestic
(continued...)
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U.S. MARKET PARTICIPANTS
U.S. Producers

The five producers of SSWR identified during the original investigations were Al Tech Specialty
Steel Corp. (Al Tech), Carpenter Technology Corp. (Carpenter), Republic Engineered Steels, Inc.
(Republic), Talley Metals Technology (Talley), and ***. Two of the five producers, ***, reported
receiving SSWR from ***. Therefore, ***.

The industry has restructured since the original investigations. Republic exited the stainless steel
wire rod business in *** and has not been involved in any operations concerning SSWR since that time.’
Talley was acquired by Carpenter in 1998. Following the bankruptcy of its Korean parent company,
Sammi, Al Tech reorganized under Chapter 11, emerging in 1999 as Empire Specialty Steel, Inc., but
then shutting down in June 2001. Empire’s assets subsequently were purchased by Dunkirk Specialty
Steel (Dunkirk) on February 8, 2002, and the plant became operational on March 14, 2002.® Avesta
Sheffield merged with Outokumpu Stainless, Inc. in 2001 to become Avesta Polarit (renamed
Outokumpu Stainless in 2004).” Outokumpu Stainless owns Outokumpu Stainless Bar, Inc.
(Outokumpu), which ****° Finally, two companies, Charter Specialty Steel (Charter) and North
American Stainless (NAS), entered the industry and began operations in 2001 and 2003, respectively.

Currently Carpenter, Talley, Dunkirk, NAS, Charter, and Allvac produce SSWR, ***_ These
companies’ plant locations, shares of 2003 production, and positions on the orders are shown in the
tabulation below. For the purposes of this report, Carpenter and Talley are considered separate
producers.

Firm Plant location Percent of production Position on orders

Allvac Monroe, NC o whk
Carpenter Reading, PA ol Support all orders
Charter Fond Du Lac, Wi bl sk
Dunkirk Dunkirk, NY el wex
NAS' Ghent, KY e Support all orders
Outokumpu® | Richburg, SC b b
Talley Hartsville, SC bl Support all orders

1

2 xwx.

26 (_..continued)
Interested Parties at 2-3.

1 Telephone interview with *** March 24, 2004.

2 Steel: Monitoring Developments in the Domestic Industry, Investigation No. TA-204-9, Volume II, Publication
No. 3632, September 2003, Tables Stainless I-3, I-4, and I-5. Telephone interview with *** May 4, 2004,

» Telephone interview with *** March 25, 2004.
30 #%*  Telephone interview with *** March 25, 2004.
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Outokumpu Stainless Bar is wholly owned by Outokumpu Stainless, Inc., which is ***-percent
owned by Fagersta Stainless AB (Fagersta), a producer of SSWR in Sweden. Outokumpu also is related
to Outokumpu Stainless, Ltd. located in the United Kingdom. Outokumpu Stainless, Ltd. is a producer of
SSWR and exports the product to the United States.

*** and *** import the subject product. *** imported SSWR from *** during the period of
review.*! Its imports during 2003 equaled *** percent of its production in that year.

**+* imported SSWR from *** during the period of review.** Its imports during 2003 equaled
*** in that year. All of its imports since 2000 have been from ***,

None of the U.S. producers purchase imports of the subject merchandise from domestic sources.

U.S. Importers

In response to Commission importers’ questionnaires, 29 firms supplied usable data and 41 firms
indicated that they had not imported the product since 1998. Affiliations with domestic and foreign
producers are as follows:

Cogne Specialty Steel USA, Inc., an importer of SSWR, is affiliated with Cogne Acciai Speciali
S.p.a., a producer of stainless steel wire rod in Italy.

Sumitomo Corporation of America, Rosemont, IL, an importer of SSWR, is fully owned by
Sumitomo Corp., an exporter of SSWR in Japan.

Okaya (USA) of Fort Lee, NJ is wholly owned by Okaya & Company of Japan, an exporter of
SSWR from Japan to the United States.

POSCO America Corp., Fort Lee, NJ (POSAM), an importer of SSWR, is ***-percent owned by
POSCO of Korea, a company which also owns both POSTEEL, an exporter of SSWR from Korea to the
United States, and Changwon Specialty Steel Co., Ltd., a producer of SSWR in Korea.

Sandvik Materials Technology, Scranton, PA (Sandvik), is an importer of SSWR. Its parent
company, Sandvik AB of Sweden, owns *** percent of Fagersta. Fagersta Stainless, Inc., Clarks
Summit, PA, an importer of SSWR, is wholly owned by Fagersta. Outokumpu is affiliated with Sandvik
as Fagersta partially owns Outokumpu’s parent company.

Hitachi Metals America, Ltd. of Purchase, NY (Hitachi), an importer of SSWR from Japan, is
fully owned by Hitachi Metals, Ltd.,** a producer of SSWR in Japan. Hi Specialty America, a division of
Hitachi, is also an importer of SSWR from Japan.

U.S. Purchasers

Sixteen purchasers supplied usable questionnaire responses related to SSWR. Twelve of these
firms are wire drawers, one is a distributor and importer, one is an end user that produced fasteners, one
is a wire drawer and bar maker, and one cold forms welding studs. Seven of the purchasers are related to
importers and three are related to foreign producers, (one of which is a subject foreign producer). Most
responding purchasers are located in states along the East Coast (eight), and in the Midwest (four), with
two purchasers in California, and one each in Texas and Tennessee.

31 kokok

32 kkk

33 Hitachi Metals, Ltd. is excluded from the antidumping duty order on SSWR from Japan.
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APPARENT U.S. CONSUMPTION AND MARKET SHARES

Table I-2 presents apparent U.S. consumption for 1998-2003 and table I-3 presents U.S. market

shares for the same period.

g;t\)l:leRl:-ZU.S. shipments of domestic product, U.S. imports, and apparent U.S. consumption, 1998-2003
item 1998 1999 2000 2001 2002 2003
Quantity (short tons)

U.S. producers’ U.S. shipments ok i i ax ol ex
U.S. imports from--

Italy 5,685 6,064 13,598 7,638 7,401 4,526

Japan (other than Hitachi) e el ol ok ek ek

Korea 12,984 10,570 9,058 5,593 4,482 1,437

Spain 1,932 4732 3,881 4,783 5,885 4,158

Sweden (other than Kanthal) el el el ek ek el

Taiwan (other than Yieh Hsing) bl bl bl bl ol ok

Subtotal, subject sources 35,445 30,632 35,464 25,794 24,274 14,693

Subtotal, nonsubject sources 26,673 35,366 49,462 36,493 34,020 20,792

Total imports 62,118 65,999 84,926 62,287 58,294 35,485

Apparent U.S. consumption i ool bl bl ok il

Value ($1,000)

U.S. producers’ U.S. shipments ek ol w e hE ol
U.S. imports from--

ltaly 11,793 10,562 24,104 14,866 11,619 7,546

Japan (other than Hitachi) ok el bl i bl ok

Korea 22,489 14,918 13,869 7,745 5,730 2,128

Spain 3,809 7,584 6,282 7,573 8,323 6,602

Sweden (other than Kanthal) e i bl ek ol ol

Taiwan (other than Yieh Hsing) bl rrk ol ol okk ok

Subtotal, subject sources 68,558 50,049 62,482 44 509 38,004 26,617

Subtotal, nonsubject sources 60,786 63,710 95,518 67,895 61,974 37,185

Total imports 129,343 113,758 158,000 112,403 99,978 63,802

Apparent U.S. consumption i el o ek ik o

Continued on the following page.




1998:
1999:
2000:
2001:
2002:
2003:

statistics.

Valbruna

*** short tons ($***)
*** short tons ($***)
*** short tons ($***)
*** short tons ($***)
*** short tons ($***)
*** short tons ($***)

Note.—In June 2004, Commerce notified the Commission of its determination to revoke the countervailing duty
order on ltaly, effective September 15, 2003. Accordingly, for the remainder of 2003, subject imports of SSWR
from lItaly include only SSWR produced by Italian manufacturers other than Valbruna (and its subsidiary Bolzano) —
in essence, those of Cogne Acciai. Based on questionnaire responses (1998) and adjusted official import statistics
(1999-2003), imports of SSWR from Valbruna and Cogne Acciai are as follows:

Other (Cogne Acciai)

*** short tons ($***)
*** short tons ($***)
*** short tons ($***)
*** short tons ($***)
*** short tons ($***)
*** short tons ($***)

Due to exports by third parties, imports attributed to Valbruna may be somewhat understated, and those attributed
to other manufacturers may be somewhat overstated.

Source: Compiled from data submitted in response to Commission questionnaires and from official Commerce

Table I-3

SSWR: U.S. market shares, 1998-2003

* *
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PART II: CONDITIONS OF COMPETITION IN THE U.S. MARKET
MARKET SEGMENTS

Most SSWR sold on the commercial market' is sold to firms that draw the rod into stainless wire.
In addition, SSWR is sold to end users for the manufacture of various products including fasteners,
automotive products, and welding electrodes, and smaller quantities are sold to distributors and bar
manufacturers. Only *** of five responding U.S. producers (¥***) and none of the seven responding
foreign producers indicated that there are types of SSWR customers that they do not supply. ***
indicated that is does not supply accounts ***,

Although most sales of U.S.-produced SSWR are to end users, *** in recent years. *** reported
that about *** percent of their sales between 1998 and 2003 were to end users. While *** reported that
more than *** of its sales in 1998 and 1999 were to end users, it reported that *** of its sales between
2000 and 2003 were to end users. *** reported that more than *** percent of its sales in 2002 and 2003
(all from inventory) were to distributors. *** commercial sales of imports of SSWR between 1999 to
2003 were to end users. In general, U.S. producers and U.S. importers reported commercial sales of
SSWR throughout the United States.

SUPPLY AND DEMAND CONSIDERATIONS
U.S. Supply
U.S. Producers

Based on available information, U.S. SSWR producers are likely to respond to changes in
demand with moderate changes in the quantity shipped to the U.S. market. Supply responsiveness is
enhanced by the existence of production alternatives and the availability of unused capacity, but limited
by the low level of inventories and the lack of significant alternate markets.

Industry capacity

U.S. producers’ capacity utilization rates fluctuated between 1998 and 2003, declining overall
from *** percent in 1998 to *** percent in 2003. This level of capacity utilization would indicate that
U.S. producers have unused capacity with which they could increase production of SSWR in the event of
a price change.

In addition to available unused capacity, the level of domestic capacity has increased by nearly
*** percent since 1998, largely as a result of the entry of two new U.S. producers, NAS and Charter.
Seven of nine responding purchasers identified the entry of NAS in the U.S. SSWR market as an
improvement or change in the industry. Four of these seven purchasers also identified the entry of
Charter as an improvement or change.’

One purchaser, ***, indicated that NAS and Charter both offer large (3,000 pound) coils and
good quality product, while another purchaser, ***, indicated that NAS and Charter have improved

' About *** of U.S. shipments from U.S. producers were sold on the commercial market in 2003. ***. Between
1998 and 2003, about *** of imports from subject sources were sold on the commercial market.

2 In addition, two purchasers indicated that there were no significant changes in the U.S. SSWR industry since
1998. Also, seven purchasers who submitted questionnaire responses did not address this issue as requested.
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product availability and competitiveness. Another purchaser, ***, indicated that NAS has made a great
impact on the ability of foreign producers to gain entry into the U.S. market with their competitive stance
on pricing. However, another purchaser, ***, indicated that even with the additional capacity provided
by NAS and Charter, the company still found it necessary to purchase foreign SSWR to meet demand and
stay price competitive with imports of finished wire. Testimony on behalf of Techalloy, a stainless wire
drawing company, emphasized both the continuing increase in U.S. SSWR capacity and the company’s
view that most of the new domestic production is for commodity grades.’

Alternative markets

Exports of SSWR fluctuated at low levels between 1998 and 2003, increasing slightly from ***
percent of total shipments to *** percent. These data indicate that U.S. producers do not have the ability
to divert shipments to or from alternative markets in response to changes in the price of SSWR.

Inventory levels

Inventories tend to be low in the SSWR industry since most rod is manufactured to customer
specifications. U.S. producers’ inventories as a share of total shipments fluctuated, increasing overall
between 1998 and 2003, from *** percent of their shipments in 1998 to *** percent in 2003. These data
indicate that U.S. producers have a limited ability to use inventories as a means of increasing shipments
of SSWR to the U.S. market.

Production alternatives

Other products, particularly stainless steel bar, can be produced using the same equipment and
workers as SSWR by some U.S. firms. Specifically, the melting, casting, and rolling stages of production
are common to both SSWR and stainless steel bar.*

**% of *** responding producers indicated that they could switch production between SSWR and
other products. Two producers, ***, indicated that they could produce stainless bar and other products
using the same equipment as for SSWR and that switching time and costs would depend on factors such
as the size of the order and the product’s grade. Another producer, ***, indicated that nickel and
titanium products can be produced on the same equipment with minimal time requirements or cost
impact.

Charter purchases stainless steel billets in the open market, then processes the billets on a rolling
mill used to produce both carbon steel and SSWR. However, Charter employs a separate processing
plant to anneal and chemically clean the SSWR.’ Charter indicated that it is probably the only company
in the world that switches between rolling carbon and stainless steel on a daily basis, although its carbon

3 Hearing Transcript, testimony of John Robinson, vice president, sales and marketing, Techalloy Company, Inc,
pp. 184 and 233.

* The production process is discussed in detail in Part I.

* Hearing Transcript, testimony of Charles Mellowes, vice president and general manager, Charter Specialty
Steel, pp. 76-77.
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steel business is many times the size of its stainless steel business on a sales and revenue basis.® Charter
does not produce other downstream products such as stainless wire or stainless angle.’

Subject Imports

Based on available information, subject imports of SSWR are likely to respond to changes in
demand with large changes in the quantity shipped to the U.S. market. Supply responsiveness is
enhanced by the existence of production alternatives for some foreign producers, alternate markets, and
the availability of unused capacity for some countries, but limited by the low level of inventories. As
discussed in Part I, SSWR was subject to additional tariffs as a result of a U.S. safeguard action between
March 2002 and December 2003. The additional tariffs were terminated effective December 4, 2003.

Industry capacity

Italian producer Cogne Acciai’s capacity utilization rates increased from *** percent in 1998 to
*** percent in 2003, while Korean® producers’ capacity utilization rates increased from *** percent in
1998 to *** percent in 2003, and the Taiwan producer capacity utilization rate increased from ***
percent in 1998 to *** percent in 2003. The Swedish producer’s capacity utilization rate fell from ***
percent in 1998 to *** percent in 2003. These levels of capacity utilization would indicate that foreign
producers in some subject countries have some unused capacity with which they could increase
production of SSWR in the event of a price change.’

Alternative markets

Shipments of SSWR by Italian producer Cogne Acciai and Swedish producer Fagersta to markets
other than the United States fluctuated, increasing overall from *** percent of shipments in 1998 to ***
percent in 2003 for the Italian producer and increasing from *** percent in 1998 to *** percent in 2003
for the Swedish producer. Shipments to alternative markets by Korean producers of SSWR increased
steadily from *** percent of shipments in 1998 to *** percent in 2003. Shipments to alternative markets
by the Taiwan producer of SSWR fell from *** percent in 1998 to *** percent in 2002 and then
increased to *** percent in 2003. These data indicate that foreign producers in some subject countries
can divert shipments to or from alternative markets in response to changes in the price of SSWR. Further
details on alternative markets appear in Part IV.

Inventory levels

As with U.S. producers, foreign producers of SSWR tend to hold low levels of inventories since
most rod is manufactured to customer specifications. Italian, Korean, and Swedish producers’

® Hearing Transcript, testimony of Charles Mellowes, vice president and general manager, Charter Specialty
Steel, pp. 77-78.

" Hearing Transcript, testimony of Charles Mellowes, vice president and general manager, Charter Specialty
Steel, p. 77.

® Capacity utilization rates, shipments to other markets, and inventory levels for Korean producers are based on
only on their production of white coil SSWR, ***.

® Capacity utilization rates, shipments to other markets, and inventory levels are not available for Japanese and
Spanish producers.
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inventories as a share of total shipments fluctuated between 1998 and 2003, declining overall from ***
percent of shipments in 1998 to *** percent in 2003 for Italian producer Cogne Acciai, increasing overall
from *** percent of shipments in 1998 to *** percent in 2003 for Korean producers, and increasing
overall from *** percent of shipments in 1998 to *** percent in 2003 for the Swedish producer. The
Taiwan producer’s inventories as a share of total shipments decreased from *** percent in 1998 to ***
percent in 2003. These data indicate that foreign producers have a limited ability to use inventories as a
means of increasing shipments of SSWR to the U.S. market.

Production alternatives

As with U.S. producers, some manufactures of SSWR in the subject countries can produce other
products with the same equipment and workers that produce SSWR. One (***) of six responding foreign
producers indicated that it was able to switch production between SSWR and other products.'® ***,

Also, other producers of both SSWR and stainless steel bar include subject Japanese producers
Aichi and Sanyo as well as known Spanish producers Aceros and Roldan.!" Korean producers *** 2

U.S. Demand

Based on the available information regarding substitute products and the percentage cost of
SSWR in the products in which it is used, it is likely that changes in the price level of SSWR will result
in a moderate change in the quantity of SSWR demanded. The main contributing factors to the moderate
degree of responsiveness of demand are the limited substitutability of other products for SSWR and the
moderate to high cost share of SSWR in most of its end uses.

Demand Characteristics

Demand for SSWR depends on the level of demand for the intermediate products in which it is
used and on demand in the end-use industries (such as automotive, medical, and general manufacturing)
that require wire rod with the corrosion-resistant properties of stainless steel. Two of five responding
producers, 10 of 16 responding importers, and eight of 15 responding purchasers indicated that demand
for SSWR has decreased since 1998." Many responding producers, importers, and purchasers indicated
that demand fell because finished parts produced from SSWR could be imported less expensively than
they could be manufactured in the United States.

Eleven of 13 responding purchasers reported that demand for their products using SSWR has
changed since 1998. Nine of these 11 purchasers reported that demand for their products have fallen,
typically because of the recession and competition from imported products such as finished wire, finished
fasteners, and wire rope.

Two of four responding producers, seven of 16 responding importers, and 11 of 15 responding
purchasers indicated that they anticipate future changes in SSWR demand in the U.S. One producer,
three importers, and two purchasers indicated that demand for SSWR would decrease. One producer,
one importer, and six purchasers expected the demand for SSWR to increase, while another importer

10 %% %
" Jron and Steel Works of the World, 15™ edition, 2002, pp. 141, 143, 152, 153, 223, and 224.
'2 Posthearing Brief of Korean Interested Parties, p. 6.

1 In addition, one producer and one purchaser also indicated that demand increased between 1998 and 2000 and
then fell between 2000 and 2003.
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indicated that if demand in China remains strong, worldwide demand for SSWR will grow. One of six
responding producers and one of 16 responding importers indicated that they anticipate changes in end
uses of SSWR in the future. Both petitioners and respondents expect that demand for SSWR will
increase for the next few years."

Four importers indicated that prices for SSWR in some other foreign markets were higher than in
the U.S. market, while three importers indicated that prices for SSWR were higher in the U.S. market
than other markets and one responding importer indicated that the worldwide price of SSWR is the same
as in the United States.” Two importers indicated that although the U.S. market generally tracks the
world market, prices were higher in China; one importer indicated they were high in Asia; and another
indicated they were higher in Europe and third country markets due to the weakness of the U.S. dollar.
The importer who responded that prices were higher in Asia indicated that the current market prices in
Asia are $100 to $200 higher per metric ton than in the U.S. market and that they have not been able to
obtain any competitive offers from Korea or Taiwan over the last year or two. Two importers indicated
that prices in the U.S. market were higher because of duties and another importer indicated that
compared to the U.S. market, prices were 15 percent lower in Europe and 25 percent lower in Asia.

Substitute Products

Substitutability between SSWR and other products reportedly is limited. Only one of five
responding producers, six of 19 responding importers, and five of 14 responding purchasers indicated
that there are substitutes for SSWR for some applications. These substitutes included stainless wire,
surface-treated carbon steel, stainless steel cold drawn and annealed wires, nickel based alloys, and
redraw wire made of aluminum, higher super alloys, or plastic. However, some purchasers indicated that
while substitution was possible, in many cases it was cost prohibitive. Also, one of the responding
importers indicated that SSWR is not easily replaced in applications where it is used now and that
finished downstream products incorporating stainless steel wire seem to be the main drain of stainless
steel wire consumption in the United States.

Other possible substitutes for SSWR include directly purchasing the downstream products, such
as stainless steel wire, stainless steel bar, and fasteners. Wire drawers and bar converters could not easily
substitute for SSWR; however, the downstream users of wire and bar may be able to substitute imported
wire and bar for that produced in the United States.

None of five responding producers and three of 16 responding importers indicated that they
anticipate changes in substitutability of other products for SSWR in the future. One of these three
importers (and one importer who did not indicate whether it anticipated changes in substitutability)
reported that titanium, although expensive, may be a substitute in some applications; another importer
indicated that carbon steel with various “high tech” coatings would continue to take market share from
SSWR; and another importer expected the price gap between SSWR and substitutes to shrink, making
substitution less likely.

' Hearing Transcript, testimony of Ed Blot, president, Ed Blot and Associates, p. 23, and testimony of John
Robinson, vice president, sales and marketing, Techalloy Company, Inc, p. 184; Posthearing Brief of Domestic
Interested Parties, p. 9; Posthearing Brief of AWPA, p. 9.

'3 The only responding producer and three responding importers indicated that they were not able to compare
prices of SSWR in the U.S. and non-U.S. markets.
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Cost Share

SSWR accounts for a moderate to high percentage of the cost of the final products in which it is
used. The exact percentage varies by end use product. Purchasers reported that the percentage cost share
accounted for by SSWR ranges from 13 percent to 75 percent, with many products having cost shares
greater than 50 percent.

SUBSTITUTABILITY ISSUES

The degree of substitution between domestic and imported SSWR depends upon such factors as
relative prices, quality (e.g., grade standards, reliability of supply, defect rates, etc.), and conditions of
sale (e.g., price discounts/rebates, lead times between order and delivery dates, payment terms, product
services, etc.). Based on available data, staff believes that there is a moderate level of substitutability
between domestically produced SSWR and SSWR imported from subject countries and other import
sources.

Factors Affecting Purchasing Decisions

Purchasers were asked a variety of questions to determine what factors influence their decisions
when buying SSWR. Information obtained from their responses indicates that both quality and price are
important factors.

As indicated in table II-1, price was named by seven of 14 responding purchasers as the number
one factor generally considered in deciding from whom to purchase SSWR and as the number two or
number three factor by the other seven responding purchasers. Also, as indicated in table 1I-2, all but one
of the responding purchasers indicated that price was a “very important” factor in their purchase
decisions. However, none of the 14 responding purchasers indicated that the lowest priced SSWR will
“always” win a sale. Six responding purchasers indicated that the lowest priced SSWR “frequently” will
win a sale, seven reported “sometimes,” and one reported “never.”'

Quality was named by six of the 14 responding purchasers as the number one factor generally
considered in deciding from whom to purchase SSWR, while seven other responding purchasers
indicated that it was the number two factor. All responding purchasers indicated that quality meeting
industry standards was a “very important” factor in their purchasing decisions and all but one responding
purchaser indicated that product consistency was a “very important” factor. Purchasers named a number
of factors they consider in evaluating quality including: chemistry, cleanliness, coating, coil size and
weight, drawability, etch, grain size, formability, headability, mechanical properties, lack of seams, lack
of tangling, lack of visual defects, lot-to-lot consistency, surface defects, and uniformity in coiling.

Twelve of 14 purchasers reported that they require their suppliers to become certified or pre-
qualified. Seven of thirteen purchasers reported that since 1998 one or more suppliers have failed in
their attempts to qualify SSWR. Although no domestic sources were named, several Italian sources
(Bolzano, Valbruna, and Falck) were named. Also, seven of 12 responding purchasers indicated that
specifications of SSWR vary depending on the end-use application.

16 %% wag the purchaser that responded “never.” The company indicated that it never purchases SSWR that is
offered at the lowest price unless the quality is known to be acceptable. ***,
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Table 111
SSWR: Ranking of factors used in purchasing decisions as reported by U.S. purchasers

Number of firms reporting
Factor Number one factor Number two factor Number three factor
Price’ 7 4 3
Quality? 6 7 0
Delivery® 0 2 5
Availability* 0 1 4
Other® 1 0 2

' includes one instance of “price competitiveness” for the number one factor; and one instance of “competitive
price/traditional relationship” for the number three factor.

2Includes one instance of “quality-approved supplier” for the number one factor.

3Includes one instance of “delivery of material” and one instance of “reliable delivery” for the number two factor;
and one instance of “on time delivery performance” and one instance of "range/delivery” for the number three
factor.

4 Includes one instance of “availability and delivery” for the number three factor.

5 Other factors include one instance of “proven supplier” for number one factor; one instance of “terms of
sale/contract” and one instance of “range of product line” for number three factors.

Source: Compiled from data submitted in response to Commission questionnaires.

-Srgl\)l:lil:l-fmportance of factors used in purchasing decisions, as reported by U.S. purchasers
Number of firms reporting
Factor Very important | Somewhat important Not important

Quality meets industry standards 13 0 0
Reliability of supply 13 0 0
Availability 12 1 0
Delivery time 12 1 0
Price 12 1 0
Product consistency 12 1 0
Delivery terms 7 6 0
Quality exceeds industry standards 7 4 0
Discounts offered 6 7 0
Extension of credit 4 7 2
Technical support/service 4 7 2
Packaging 2 10 1
Minimum quantity requirements 1 8 4
U.S. transportation costs 1 8 4
Product range 0 13 0
Source: Compiled from data submitted in response to Commission questionnaires.
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In addition, all 13 responding purchasers indicated that reliability of supply was a “very
important” factor used in their purchasing decisions and 12 of 13 responding purchaser indicated that
availability and delivery time were “very important” factors. Seven of 14 responding purchasers
indicated that delivery was either the second or third highest factor used in their purchasing decisions
while five of 14 responding purchasers indicated that availability was either second or third highest
factor.

Six of 15 responding purchasers indicated that buying SSWR that is produced in the United
States is required by law or regulation for some of their purchases. However, no purchaser reported that
more than 15 percent of their purchases were required by law or regulation to be produced in the United
States. Four of 15 responding purchasers indicated that buying SSWR that is produced in the United
States is required by some of their customers. However, no purchaser reported that more than 20 percent
of their purchases were required by their customers to be produced in the United States.

Five of 13 responding purchasers indicated that their firm “never” makes purchasing decisions
based on the country of origin. The remaining eight purchasers indicated that their firm “sometimes”
makes purchasing decisions based on the country of origin. Seven of 14 responding purchasers indicated
that either they or their customers sometimes specifically order SSWR from one country in particular
over other possible sources of supply. Four of these purchasers attributed sometimes specifically
ordering from one country for quality issues. Also, four of 13 responding purchasers indicated that
certain grades/types/sizes of SSWR are available from only a single source."”

Three of five responding producers indicated that they anticipate an increase in the availability of
U.S.-produced SSWR in the U.S. market in the future and all three producers attributed at least some of
the anticipated increase to recent entrants into the market. The remaining two responding producers
indicated that they anticipated no change in availability of U.S. produced SSWR.

Eleven of 16 responding importers indicated that they anticipate no changes in terms of
availability of SSWR imported from subject countries in the U.S. market in the future. The remaining
five responding importers indicated that they anticipated a decrease in availability of SSWR imported
from subject countries. Three of these importers attributed the anticipated decrease to the recent entry of
new U.S. producers to the U.S. market and two importers also cited a weaker U.S. dollar as reason for the
anticipated decrease.

Only one of five responding producers and two of 17 responding importers indicate that they
anticipate changes in product range, product mix, or marketing of SSWR in the future. One producer
expected continued price erosion because of global overcapacity for SSWR. One importer indicated that
NAS will dominate the business model in the near term and another importer indicated it expects further
changes in product mix from commodity grades to specialty grades.

Five of 13 responding purchasers indicated that they expect new SSWR suppliers to enter the
market in the future. Three purchasers expected Outokumpu to enter the market, with two purchasers
specifically indicating that they expected Outokumpu’s entry in the form of a joint venture with
Allegheny Teledyne. Two purchasers indicated that they expected Chinese producers to enter the
market, with one purchaser specifically expecting Bao Steel as a new entrant. One purchaser indicated
that it expects new entrants only if the current restrictions are lifted against certain SSWR producing
nations.

7 Examples given by responding purchasers include *** from Sweden, and ***, One purchaser indicated that
several years ago there was only one domestic source for ***, but it currently is available from multiple sources.
Two purchasers indicated that metric sizes typically are available only from foreign mills and one purchaser
indicated that calcium treatment for machinability is only available from foreign mills.
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Comparison of Domestic Products and Subject Imports

As indicated in table II-3, *** responding domestic producers and at least one-half of responding
importers indicated that U.S.-produced and imports of SSWR from all subject countries except for
Sweden are either “always” or “frequently” used interchangeably. *** responding producers and seven
of 11 responding importers indicated that U.S.-produced and imports of SSWR from Sweden were
“always” or “frequently” interchangeable.

Table 1I-3
SSWR: Perceived degree of interchangeability of SSWR produced in the United States and in
other countries

Number of U.S. producers reporting | Number of U.S. importers reporting

Country pair A F S N A F S N
U.S. vs. Italy 3 0 0 0 6 4 2 0
U.S. vs. Japan 3 0 0 0 9 2 3 0
U.S. vs. Korea 3 0 0 0 8 4 2 0
U.S. vs. Spain 3 0 0 0 6 1 3 0
U.S. vs. Sweden 2 0 1 0 6 1 4 0
U.S. vs. Taiwan 3 0 0 0 7 3 3 0
U.S. vs. other 3 0 0 0 5 0 4 0
Note.—A=always; F=frequently; S=sometimes; N=never.
Source: Compiled from data submitted in response to Commission questionnaires.

As indicated in table II-4, at least two of the three responding producers reported that differences
in price between SSWR produced in the United States and all subject countries except for Japan were
“always” a significant factor in t