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UNITED STATES INTERNATIONAL TRADE COMMISSION

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

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

RECOMMENDATIONS ON PROPOSED REMEDIES

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

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

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

BACKGROUND

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

Y19 US.C. §2451(b)(1).

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

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



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

(68 FR 61013, October 24, 2003).

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

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

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

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

B. Summary

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

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

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

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

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

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

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

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

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

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

C. Background and scope of investigation

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



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

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

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

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

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

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

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

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

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

"CRatl-5,7; PR at 1.5,

® CR at I-6; PR at I-5.

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

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

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



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

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

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

D. Statutory framework

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

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

This standard is satisfied if the following conditions are met —

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

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

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

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

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

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

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

¥ 19 UL.S.C. § 2451(b)(1).



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

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

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

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

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

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

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

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

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

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

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

IL WHETHER MARKET DISRUPTION EXISTS

A, Domestic industry

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

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

¥ 19 U.S.C. § 2451(c)(1).

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

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

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

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

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

(b) Arguments of the parties

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

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

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

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

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

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

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

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



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

ic) Analysis

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

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

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

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

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

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

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

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

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

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

¥ QC tr. at 71 (Mr. Green).



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

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

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

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

2. The domestic indusiry

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

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

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

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

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

“2 CR at 1-9; PR at I-6.

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

*“ CR and PR, Table I-3.

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

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

B. Rapidly increasing imports

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

% CR and PR, Table C-1. The ratio of imports from China to U.8. apparent consumption increased from ***
percent in 1998, to *** percent in 1999, 11.4 percent in 2000, 16.0 percent in 2001, and 17.5 percent in 2002. The
ratio was 17.2 percent in interim 2002 and 17.9 percent in interim 2003.

% See Certain Steel Wire Garment Hangers from China, Inv. No. TA-421-2, USITC Pub. 3575 (February 2003) at
11, where the Commission stated that the statute provides no authority for the Commission to adjust import data to
exclude (in that case) imports by domestic producers, and stated that the more appropriate place to consider the
circumstances of such imports, including whether they are injurious, is in the causation part of the Commission’s
analysis.
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Chinese product was at its highest full-year level of the period examined in 2002, and higher in interim
2003 than in interim 2002.%° Thus, the increase in imports from China is not the result of changes in
product mix.

In sum, imports of the subject DIWF from China have increased rapidly under each of the three
measures. Depending on the measure, they have nearly doubled or more than doubled since 1998, and
most of the increase occurred in 2001 and 2002. The comparison of interim periods shows the rapid
increase continued into 2043,

C. Material injury

Statutory criterion. The second criterion concerns whether the domestic industry is materially
injured or threatened with material injury. Neither section 421 nor its legislative history defines the
terms “material injury” or “threat,” identifies economic factors to be considered, or cross-references any
definitions, factors, or Commission practice under other statutory authorities to which the Commission
might look for instruction. However, the term “material injury” appears in both section 406 of the Trade
Act of 1974 and Title VII of the Tariff Act of 1930. Title VII of the Tariff Act defines “material injury”
to mean “harm which is not inconsequential, immaterial, or unimportant.””’ Section 406 does not define
“material injury,” but its legislative history contrasts the term with “serious” injury used in section 201 —

the market disruption test is intended to be more easily met than the serious injury tests
in section 201. . . . the term “material injury” in section 406 is intended to represent a
lesser degree of injury than the term “serious injury” standard employed in section 201.%

In the absence of express direction in section 421, the Commission has found that “material
injury” in section 421 cases represents a lesser degree of injury than “serious injury” under section 202
of the Trade Act.”” This lesser degree of injury applies for both “present” injury and “threat” analyses.
The Commission also has found it appropriate, in analyzing present material injury, to consider all
relevant economic factors that have a bearing on the state of the industry, including the three broad
factors in section 202(c)(1)(A) relating to idling of productive facilities, inability of firms to operate at a
reasonable level of profitability, and unemployment or underemployment. The Commission also has
considered other relevant economic factors, such as production, sales, inventories, capacity and capacity
utilization, market share, employment, wages, productivity, profits, capital expenditures, and research
and development expenditures. It has not viewed any single factor as necessarily dispositive, and has
considered all relevant factors within the context of the relevant business cycle and conditions of
competition that are distinctive to the affected industry.”

% CR and PR, Table D-1.
57 Section 7T7H{TNA); 19 U.S.C. § 1677(7)(A).

“ Trade Act of 1974, Senate Report No. 93-1298, 93 Cong., 2™ Sess., reprinted in 1974 U.S.C.A.AN. 7186,
7343-44.

 See, e.g., Certain Brake Drums and Rotors from China, Inv. No. TA-421-3, USITC Pub. 3622 (August 2003) at
18.

* See, e.g., Certain Brake Drums and Rotors from China, Inv. No. TA-421-3, USITC Pub. 3622 (August 2003) at
18.
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Arguments of the parties. The parties disagree as to whether this criterion is satisfied, with the
petitioner arguing that the domestic industry is materially injured and threatened with further materia)
injury, and the respondents arguing that it is not,

Petitioner asserts that most of the factors that the Commission considers show that the domestic
industry is materially injured. Specifically, petitioner cites recent declines in U.S. production;”" idling of
domestic productive facilities, including Jow capacity utilization rates and a sharp decline in the
utilization rate between interim 2002 and interim 2003, and several plant closures and workforce
reductions;”” and declining sales and financial performance, including *** operating losses by all three™
domestic producers on their DIWF operations in 2002 and interim 2003.” Petitioner also cites declining
industry sales,” declining employment,™ parallel reductions in hours worked and wages paid to industry
production and related workers,”” and a rise in domestic industry inventories.”

Chinese respondents assert that the domestic industry’s negative financial performance does not,
alone, qualify as material injury. They assert that the “operational” indicators — production, capacity
utilization, shipments, and employment — are all “quite favorable” and all ***.7

Finding. For the reasons set forth below, we find that the domestic industry producing DIWF is
materially injured.

Overview of the domestic industry

As indicated above, the domestic DIWF industry currently consists of five domestic producers,
including the three subsidiaries of petitioner McWane; a sixth firm, Griffin, ceased domestic production
in 1999. The Commission collected financial and other data from the five finms, including consolidated
financial data from McWane for Clow, Union, and Tyler, for calendar years 1998 through 2002, and the
interim periods January-June 2002 and January-June 2003, and also collected data from Griffin through
1999. U.S. DIWF producers also produce other products (including ductile iron mechanical joint glands,
valve and hydraulic castings, and flanges) on the same equipment that they use for producing DIWF,
however, the majority of their DIWF production equipment is devoted to DIWF.* Domestic producers
sell the vast majority of their DIWF to distributors known as waterworks houses, which resell to

7! Petitioner’s pre-hearing brief at 14.

2 Petitioner’s pre-hearing brief at 14-15,

” McWane reported consolidated financial data for its three subsidiaries.
™ Petitioner’s pre-hearing brief at 15-16.

* Petitioner’s pre-hearing brief at 16-17.

7 Petitioner’s pre-hearing brief at 17.

7 Petitioner’s pre-hearing brief at 17-18

™8 Petitioner’s pre-hearing brief at 18.

™ Chinese respondents’ pre-hearing brief at 18. For example, they assert that Commission data show that
domestic production in 2002 was *** percent higher than the 1998 level and only *** percent ***; that capacity
utilization in 2002 was slightly higher than the 1998 level and only *** percent below the ***, Pre-hearing brief at
20. We note that most of respondents’ arguments pertained to whether imports of Chinese DIWF were a significant
cause of injury rather than whether the domestic industry was experiencing material injury.

% R at V-5; PR at V-5.
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contractors and municipal and regional water authorities; they also sell some DIWF directly to
contractors and water authorities.®’

Demand for DIWF is heavily associated with housing starts and other construction starts, as
these new construction activities require water and water pipes.* DIWF are mostly used in underground
pipe connections for water and sewer lines, but sewage treatment plants are also significant users.”
Although some firms have reported a recent slowing of DIWF demand, producers and importers agreed
that demand for DIWF has been strong since 1998, reflecting a strong construction market for new
homes.** This strong demand is confirmed by our data on apparent U.S. consumption of DIWF, which
show that it rose each year during the period examined, by 5.9 percent between 1998 and 1999, 2.2
percent between 1999 and 2000, 1.6 percent between 2000 and 2001, and 2.7 percent between 2001 and
2002; it was 4.9 percent higher in interim 2003 than in interim 20025

Analysis of factors

We find that the domestic DIWF industry is materially injured. Despite strong and growing
domestic demand for DIWF throughout the period examined, the domestic industry’s financial
performance and most other indicators have declined, particularly since 2000.

U.S. producers reported *** and widening operating losses on their DIWF operations during the
latter part of the period investigated, and their operating loss in interim 2003 was more than *** the
operating loss in interim 2002, While U.S. producers as a whole reported operating losses on their DIWF
operations for each of the five years examined, those losses were *** and declining early in the period
examined. Operating losses rase in 2000, rose again in 2001 to a level more than *** the 2000 level, and
rose substantially again in 2002.* Whereas *** of the three reporting firms reported operating losses in
2001, *** firms reported a loss in 2002, interim 2002, and interim 2003.*” The industry as a whole
reported negative operating margins throughout the period examined, but its operating margins were the
worst and fell most severely in the latter part of the period, after 2000.*

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

2 CR at V-8; PR at V-5.

® CR at V-8; PR at V-5.

# CR at V-8-9; PR at V-5-6.
# CR and PR, Table C-1.

# The industry reported operating losses of $¥** in 1998, $*** in 1999, $*** in 2000, $*** in 2001, and §*** in
2002; the industry reported operating losses of $*** in interim 2002 and $*** in interim 2003. On an overall basis,
the industry would have reported an operating profit for 1999, but for the ***. CR and PR, Table E-2.

% CR and PR, Table I1I-7. McWane reported consolidated financial data for all three of its entities producing
DIWF (Tyler, Union, and Clow).

* The domestic industry’s operating losses, as a percentage of net sales, were as follows: *** percent in 1998, ***
percent in 1999, ¥** percent in 2000, *** percent in 2001, *** percent in 2002, *** percent in interim 2002, and ***
percent in interim 2003. CR and PR, Table I-6.
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While domestic industry DIWF capacity and capacity utilization held relatively steady during
most of the period examined,” there is evidence of a sharp and recent drop in domestic output as
indicated by the most recent industry capacity utilization data, a plant closing, and reductions in the
operations of at least two other plants. Capacity utilization declined sharply during interim 2003 as
compared to interim 2002, falling by *** percentage points.”® 1.S. Pipe closed its Anniston, Alabama
facility in April 2003, and reduced its workforce at its Chattanooga, Tennessee plant. McWane curtailed
production and hours, reduced shifts, and laid off workers at its facilities, including the shutting down of
its recently installed GFD molding line at its Union Foundry facility in August 2003.”

We also examined U.S. domestic production, U.S. producers’ shipments, and U.S. producers’
end-of-period inventories. Despite an increase in domestic consumption of DIWF in each year of the
period examined, domestic production and shipments of DIWF peaked in 1999 and have declined since.
Domestic production in 2002, although slightly above the 1998 level, was *** percent below the 2000
level, and domestic production in interim 2003 was *** percent below the interim 2002 level.” U.S.
producers’ shipments have declined each year since 1999, with most of the decline occurring after 2000,
and were at their lowest level of the period examined in 2002. UL.S. shipments in interim 2003 were
slightly higher than in interim 2002, but remained at levels that on an annualized basis were well below
the levels of the years examined preceding 2001.% Petitioner noted that in the recent period, domestic
producers have *** in an effort to regain market share.” U.S. producers’ end-of-period inventories rose
each year during the period examined and were nearly 50 percent higher in 2002 than in 1998, but end-
of-period inventories were lower in interim 2003 than in interim 2002.%

Employment and hours worked both fell over the period examined, and were lower in 2002 than
in either 1998 or 2000. The largest one-year decline occurred in 2002, and both indicators were sharply
lower in interim 2003 than in interim 2002. Productivity increased in all but one year during the period
examined, was at its highest level in 2002, and was slightly higher in interim 2003 than in interim 2002.%

% Capacity was *** short tons in 1998 and rose to *** short tons in 1999, fell to *** short tons in 2000, rose to
*4¥ chort tons in 2001, and remained at that level in 2002; capacity was unchanged at *** short tons in interim 2002
and interim 2003. Capacity utilization increased from *** percent in 1998 to *** percent in 1999, and *** percent in
2000, declined to *** percent in 2001, and then rose to *** percent in 2002; the rate was *** percent in interim 2002
and fell to *** percent in interim 2003. CR and PR, Table I1I-1.

% CR and PR, Table III-1.

*! Petitioner’s pre-hearing brief at 14-15. David Green, President of Ransom Industries, the McWane subsidiary
that manages Union and Tyler, testified that this production line “was designed to dramatically improve Union’s
productivity.” Hearing tr. at 28 (Mr. Green).

% Domestic production increased from *** short tons in 1998 to *** short tons in 1999, fell to *** short tons in
2000 and to *** short tons in 2001, and then rose to *** short tons in 2002; production was *** short tons in interim
2002 and fell to *** short tons in interim 2003. CR and PR, Table ITI-1.

# U.S. producers’ total shipments increased from *** short tons in 1998 to *** shott tons in 1999, and then
declined to *** short tons in 2000, *** short tons in 2001, and *** short tons in 2002; such total shipments were ***
short tons in interim 2002 and rose to *** short tons in interim 2003. CR and PR, Table I11-2.

% Confidential hearing tr. at 48-49.
% CR and PR, Table I1I-3,

% Employment increased from 1,118 production and related workers (PRWs) in 1998 to 1,234 in 1999, and then
fell to 1,118 in 2000, rose to 1,151 in 2001, and fell to 1,078 in 2002; the number of PR Ws was 1,158 in interim
2002 and fell to 1,017 in interim 2003. Hours worked followed the same trend, CR and PR, Table ITI-5.

% CR and PR, Table I11-5.
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We also examined industry research and development (R&D) and capital expenditures. Reported
industry R&D expenses rose each year of the period, and were higher in interim 2003 than in interim
2002,% but the amounts were insignificant relative to capital expenditures. Industry capital expenditures
fluctuated during the period examined and were at their highest level in 2000; capital expenditures fell in
2001 and then rose in 2002, but were lower in interim 2003 than in interim 2002.” McWane accounted
for more than half of all industry capital expenditures in all but one year, and in interim 2003.'%

In view of the above declines in indicators relating to the condition of the domestic industry, in
particular the declines since 2000 in the industry’s financial condition, production, shipments, capacity
utilization, and employment, and the recent plant closure and reductions in operations at other domestic
plants, we find that the domestic industry is materiaily injured.

D. A significant cause

Statutory framework. The term “significant cause” is defined in section 421(c)(2) of the Trade
Act to mean “a cause which contributes significantly to the material injury of the domestic industry, but
need not be equal to or greater than any other cause.”'®" Section 406 of the Trade Act uses the same
causation test and definition.'” The legislative history of section 406 describes the significant cause
standard as follows:

Under this standard, the imports subject to investigation need not be the leading or most
important cause of injury or more important (or even equal to) any other cause, so long
as a direct and significant causal link exists. Thus, if the ITC finds that there are several
causes of the material injury, it should seek to determine whether the imports subject to
investigation are a significant contributing cause of the injury or are such a subordinate,
subsidiary or unimportant cause as to eliminate a direct and significant causal
relationship. . . . '*

Section 421{d) includes a list of three criteria that the Commission is required to consider in
determining whether market disruption exists and that relate to the Commission’s causation analysis:

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

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

% R&D expenses rose from $*** in 1998 to $*** in 1999, to §*** in 2000, to $*** in 2001, and to $*** in 2002,
and were $*** in interim 2003 as compared to $*** in interim 2002. CR and PR, Table ITI-190.

% Capital expenditures were $*** in 1998, rose to $*** in 1999 and to $*** in 2000, then fell to $*** in 2001,
and rose to $¥** in 2002; capital expenditures were $*** in interim 2002, and fell to $*** in interim 2003. CR and
PR at Table III-9.

1% CR at Table ITI-10. Safety and environmental-related capital expenditures accounted for less than *** percent
of total capital expenditures except in 2002 and interim 2003, when they accounted for about *** percent and ***
percent, respectively, of total capital expenditures. CR and PR at Table ITI-11.

19 ULS.C. § 2451(c)(2).
192 Section 406(e)(2)}(B)(ii), 19 U.S.C. § 2436(e)2)}B)(ii).

3 Omnibus Trade and Competitiveness Act of 1988, House Conf. Report No. 100-576, 100™ Cong., 2™ Sess.,
reprinted in 1988 US.C.A.AN. 1547, 1724.

18



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

The presence or absence of any of these factors is not necessarily dispositive of whether market
disruption exists. The three factors are similar to a list of factors in section 406(e)(2)(C) of the Trade
Act'® and parallel the criteria in Title VII of the Tariff Act that the Commission must consider in
determining whether a domestic industry is injured by reason of dumped imports,'®

Arguments of the parties. Petitioner asserts that rapidly increasing imports from China are a
significant cause of material injury to the domestic industry. While acknowledging that DIWF imports
from other sources also increased, petitioner asserts that the increase from China was greater than that
from non-subject sources between 1998 and 2002."" Petitioner also asserts that this injury occurred in
the context of rising domestic demand throughout the period examined,'™ that the market share gained by
imports from China came at the direct expense of the domestic industry, and was almost parallel and
equivalent to declines in domestic market share.'® Petitioner also asserts that severe price competition
from imports from China forced the domestic industry to reduce prices and muitipliers,''® and that in the
absence of these reductions, ***.!!! Petitioner states that the Commission’s pricing data show that
imports from China generally undersold the domestic products by significant margins,''? and that the
Commission confirmed several allegations of lost sales suffered by the domestic industry.’”® Finaily,
petitioner disputes claims made by respondents that Buy America and other preferences shelter the
domestic industry from import competition.'™*

Respondents argue that imports from China have not had a volume or price effect and have not
had an adverse effect on the domestic industry. With respect to volume effect, they assert that Chinese
import volumes of the five products chosen for price comparisons *** with domestic producer volumes
in virtually every quarter examined;'"* that the domestic industry’s income performance is independent of
import volumes;'** and that imports by domestic producers are significant, and during the most recent full
year (comparing 2002 with 2001) domestic shipments plus producer imports increased at three times the
amount that imports from China increased (after subtracting out domestic purchases of imports from

%419 U.S.C. § 2451(d).

0519 U.S.C. § 2451(e)2)(C).

1% Section 771(7)B)(3) of the Tariff Act of 1930, 19 U.S.C. § 1677(T)(BXi).
17 Petitioner’s pre-hearing brief at 25.

19% petitioner’s pre-hearing brief at 25.

% Petitioner’s pre-hearing brief at 27.

"'® Domestic producers and importers usually quote pricing in terms of discounts off published price lists.
“Multipliers” express the degree of the discounts. For example, a multiplier of 0.4 means a price equal to 40 percent
of the list price. CR at V-19; PR at V-13,

'I! petitioner’s pre-hearing brief at 27-29.

'Z Petitioner’s pre-hearing brief at 29.

'3 Petitioner’s pre-hearing brief at 30.

1 Petitioner’s pre-hearing brief at 32-33,

1% Chinese respondents’ pre-hearing brief at 33.

16 Pre-hearing brief of SIGMA at 12; pre-hearing brief of PC] at 17-18.
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China).'"" With respect to price effects, they state that questionnaire responses show that price-related
factors were not ranked as important, but rather well down on the list of 15 factors, in sixth and seventh
place.'* They assert that pricing of the Chinese product has been stable, and the evidence does not
support a finding that imports led U.S. prices down.''® They assert that both petitioner and
importer/resellers were able to raise prices in 2002 and 2003.!¥ They assert that, based on data
pertaining to the average unit value of shipments, the petitioner has been *** in every product category in
which it sells in virtually every year of the POL**' They also assert that Commission pricing data are of
limited value becanse they pertain only 1o two basic sizes of smaller size fittings,'* and that average unit
shipment values are the better way to analyze prices;' the latter, they claim, show no consistent pattern
of price underselling by the imports from China,'*

Respondents argue that direct competition between imported and domestic DIWF is
“attenuated,”’” and that imports from China have had no adverse effect on the domestic industry. They
assert that the largest *** for U.S. producers were in 2002, when subject imports share of the U.S. market
**% percentage points.’® They also assert that there is insufficient evidence of lost sales and lost revenue
to support the finding of a link between *** and the ***.'*” They assert that the decline in domestic
production is the result of *** by domestic producers (either imported or purchased), that *** ' They
assert that *** domestic capacity and *** of third country DIWF contributed to the industry’s ***
capacity utilization rate,'” and that *#*'** Two respondents attributed the industry’s *** to the fact that
DIWF is a secondary product for domestic manufacturers, which complements their sales of ductile iron
pipe and other waterworks products.®! With respect to McWane, the largest domestic producer, they
assert that the firm’s problems are not related to DIWF imports from China, but rather to costly efforts to
correct problems relating to environmental protection and worker safety.”® They also assert that the
subject imports have not eroded McWane’s position as the dominant supplier of DIWF in the U.S.
market; that the firm maintains a great marketing advantage, particularly in jurisdictions where Buy
America laws apply;'* and that the firm’s position in the domestic market is reinforced by its ability to

"7 Pre-hearing brief of PCI at 17-18.

1'% Pre-hearing brief of PCI at 19.

'Y Chinese respondents’ pre-hearing brief at 32; pre-hearing brief of SIGMA at 19.
1% Pre-heating brief of PCI at 22-23.

1 Chinese respondents’ pre-hearing brief at 34-35.

12 Pre-hearing brief of PCI at 20-21.

173 Pre-hearing brief of PCI at 20,

12 Pre-hearing brief of PCI at 21-22.

12 Chinese respondents’ pre-hearing brief at 32.

126 pre-hearing brief of Star Pipe Products at 11.

17 Pre-hearing brief of SIGMA at 20; see also pre-hearing brief of PCI at 27-29.
'* Pre-hearing brief of Star Pipe at 10.

12 Pre-hearing brief of PCI at 12-13.

13¢ Pre-hearing brief of PCI at 13.

81 Pre-hearing brief of PCI at 14-16; final comments of Star Pipe at 3.

52 Pre-hearing brief of PCI at 29; pre-hearing brief of SIGMA at 23-29. See also Chinese respondents’ pre-
hearing brief at 24-27, citing ***.

%3 Chinese respondents’ pre-hearing brief at 35-36; PCI pre-hearing brief at 25-26.
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supply all components needed in a water system and its “rebate scheme™ for customers who purchase
both pipe and fittings."”™* They assert that ACIPCO and U.S. Pipe similarly are not adversely affected by
DIWF from China, and note that *** '3

Finding. We find that imports of DIWF from China are increasing rapidly so asto be a
significant cause of material injury to the domestic DIWF industry.

Conditions of competition

DIWF is produced in a wide range of diameters and shapes, and in compact and full-bodied sizes
and weights. There are about 1,500 possible configurations of DIWF. U.S. and Chinese producers are
present in all market segments.”*® The Chinese and domestic DIWF are used interchangeably, since all
are made to the same AWWA specifications,’” and most purchasers rated the domestic and Chinese
products as comparable in quality.”® Demand for DIWF is heavily associated with housing starts and
other construction starts, since these new construction activities require water and water pipes. Demand
for DIWF has been strong since 1998 and has risen each year, reflecting a strong construction market for
new homes; however, there are some reports of a recent slowing in demand in connection with slowing
construction nationally.”®® The vast majority of DIWF sold in the United States, whether domestically
produced or imported from China, is sold through distributors that specialize in distributing pipe products
for water projects."*” Since the ultimate end user of DIWF is usually a governmental body such as a
municipality, some DIWF are bought under “Buy American” provisions. However, petitioner stated that
some localities have been moving away from such provisions lately, and that often such provisions do not
apply when the price difference exceeds a certain range.'"'

Imports of non-subject DIWF also increased during the period examined. Such imports
increased in each year of the period examined, but were lower in interim 2003 than in interim 2002.
DIWF imports from China accounted for more than 50 percent of total imports throughout the period
examined, except in 2002, when they accounted for *** percent. DIWF imports from China accounted
for *** percent of total DIWF imports in interim 2003 (as compared to *** percent in interim 2002).'%
India, Mexico, Korea, and Brazil are the principal sources of non-subject DIWF imports.'®

Throughout the period examined, McWane accounted for the largest share of sales reported by
U.S. producers, in terms of both volume and value.’** Respondents stated that any financial hardship
experienced by the petitioner is due solely to the costs associated with safety and environmental-related
facility upgrades, which they ciaim are an outgrowth of petitioner’s “apparent historical disregard” for

134 Pre-hearing brief of PCI at 26-27.
135 Pre-hearing brief of PCI at 27.

136 CR at V-4; PR at V-2-3; CR and PR, Table D-1.
B7CR at V-10; PR at V-6.

18 CR and PR, Table V-5.

9 CR at V-8; PR at V-5.

0 R at V-4; PR at V-3.

1“1 CR at V-10; PR at V-6.

2 CR and PR, Table II-1.

% CR and PR, Table 11-2.

14 CR at I11-6; PR at I11-4.
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occupational safety and environmental protection, and not due to imports from China.'® While McWane
acknowledged “past mistakes and problems” with regard to safety and environmental issues and
expressed the firm’s commitment to rectifying them,'* it stated that expenses relating to addressing these
issues ***.147 The president of the United Steel Workers of America, which represents many of
McWane’s workers, confirmed and expressed support for McWane’s efforts, in cooperation with his
union, at addressing safety and environmental issues.'** '

Analysis

In performing our analysis, we first considered information relevant to the three statutory factors
that relate to our causation analysis — i.e., the volume of imports, the effect of imports on prices, and the
effect of imports on the domestic industry. As the data cited above show, imports of DIWF from China
are rapidly increasing in absolute terms. Such imports increased in all but one year of the period
examined, ***, with most of the absolute increase occurring at the end of the period.'*® Imports of DIWF
from China were *** short tons in 1998, rose to *** ghort tons in 1999, and then fell to 14,768 short tons
in 2000. Such imports then increased by 65.2 percent to 24,404 short tons in 2001 and by an additional
2.7 percent to 25,070 short tons in 2002, Imports were 1.8 percent higher in interim 2003 (14,022 short
tons) than in interim 2002 (13,772 short tons),"" indicating that the higher levels of imports in 2001 and
2002 were continuing in 2003.

U.S. shipments of DIWF imports from China, which indicate the quantity of imports absorbed by
the U.S. market (as opposed to the quantity imported, including imports placed in inventory), increased
in each year of the period examined, and between interim 2002 and interim 2003. Such U.S. shipments
data show a somewhat lower level of increase between 2000 and 2001 than data for U.S. DIWF imports
from China, but show higher levels of increase between 2001 and 2002, and between the interim periods.
U.S. shipments of DIWF imports from China increased by 42.5 percent, from 14,324 short tons to 20,416
short tons, between 2000 and 2001, and by a further 12.7 percent to 23,010 short tons in 2002. U.S,
shipments of DIWF from China were 9.5 percent higher in interim 2003 (12,233 short tons) than in
interim 2002 (11,174 short tons).?

Shipments of DIWF imports from China have captured a rapidly increasing share of the domestic
market. As a share of U.S. apparent consumption, U.S. shipments of DIWF imports from China
increased in each year of the period examined and nearly *** between 1998 and 2002, with most of the
increase occurring since 2000. Shipments of the subject imports increased from *** percent of U.S.

143 pre-hearing brief of SIGMA at 23-29,
' petitioner’s post-hearing brief at 29.
147 Petitioner’s post-hearing brief at 49,

1% Hearing tr. at 43-46, 90, 98 (Mr. Gerard). Mr. Gerard also contrasted conditions at the modernized McWane
facilities with the “abysmal” conditions at foundries in China. Hearing tr. at 43-45.

1% In making our determination, we did not consider new information contained in the November 26, 2003 final
comments submitted by SIGMA. The deadline for submitting new information, as specified in the Commission’s
notice of investigation, was November 12, 2003. Moreover, unlike other information submitted by parties and
placed on the record after November 12, the information in SIGMA’s November 25 submission was not specifically
requested by the Commission,

% Imports, as measured in absolute terms, increased by *** percent over the period examined; almost *** of that
increase has occurred between 2000 and 2002. CR and PR, Table II-1.

'*I CR and PR, Table II-1.
12 CR and PR, Table C-1.
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apparent consumption in 1998 to *** percent in 1999 and to 11.4 percent in 2000, and then increased
sharply to 16.0 percent in 2000 and to 17.5 percent in 2001; the subject imports accounted for 17.2
percent of U.S. apparent consumption in interim 2002, and this share rose to 17.9 percent in interim
2003.)% Shipments of DIWF imports from China captured 6.1 percentage points of the 10.4 percentage
poinis — nearly 60 percent — of the share of U.S. apparent consumption lost by U.S. producers since
2000."** Information supplied by purchasers who reported purchases of both domestic and Chinese
DIWF showed a shift toward the Chinese product.”® Thus, not only have imports of DIWF from China
increased rapidly. particularly since 2000, but they have continued to displace domestically produced
DIWF in the U.S. market.

The rapid increase in imports from China coincided with continuing significant underselling of
the domestic products by the Chinese products, and declining prices for the imported and domestic
products over the period examined. As noted above, the domestic and imported products are
substitutable, and most purchasers rated them as comparable in quality.”*® Price was ranked high by
purchasers on the list of purchasing factors, along with quality and availability.'”’

The Commission gathered pricing data on five products from U.S. producers and importers of the
Chinese product. Those data show that each of the Chinese products surveyed undersold their domestic
counterpart product in every quarter for every product during the period examined.’*® Moreover, the
margin of underselling exceeded 20 percent in 23 of the 50 quarters (for all five products) since 2001."
These underselling results were confirmed by purchasers, more than two-thirds of whom indicated that
Chinese DIWF is lower priced than domestic DIWF.'¢

Our data indicate that domestic prices fell, particularly in the latter portion of the period
examined. Table V-11 shows declining prices for four of the five domestic products examined between
the second quarter of 2001 and the second quarter of 2003, and declines for all five Chinese products.™
More recent data focusing just on the period between the second quarter of 2002 and the second quarter
of 2003 show similar declines for four of the five products examined.'®

We find a direct and significant link between the rising volumes of DIWF imports from China,
which are readily substitutable for domestic DIWF and sold at prices that were consistently below
domestic prices, and the falling domestic prices observed over the period examined. The market effects
of the lower prices of Chinese DIWF are further demonstrated by the fact that five of the domestic
industry’s allegations of lost sales were confirmed; in these instances domestic producers lost business to
imports from China due in substantial part to the imports low prices.

13 CR and PR, Table C-1.
131 R and PR, Table C-1.
155 CR at V-14; PR at V-9.
1% CR and PR, Table V-5,

157 CR and PR, Table V-3. In view of the fact that both the imported and domestic products must meet AWWA
specifications and are substitutable, quality should not be an issue, and thus price arguably ranks second as a
purchasing factor, after availability.

158 CR and PR, Tables V-6 through V-10.
1% CR and PR, Tables V-6 through V-10.

1€ CR and PR, Table V-5. The remaining purchasers indicated that domestic and Chinese DIWF prices were
comparable.

16" CR and PR, Table V-11. The table showed a price increase of *** percent for domestic product 5.

162 CR and PR, Table V-11. The table showed price increases of *** percent for domestic product 2 and ***
percent for Chinese product 5.
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We further find that domestic prices were suppressed due to the effects of the rising volume of
substitutable imports from China. Domestic producers were not able to pass along increased costs in the
form of higher prices; indeed, as noted above, domestic prices fell. As a result, the ratio of the industry’s
cost of goods sold (COGS) grew from *** percent in 2000 to *** percent in 2002, and reached ***
percent in interim 2003.'%

Respondents challenge several aspects of the price data collected by the Commission. First,
respondents claim that the five products selected by the Commission for price comparison purposes were
inappropriate because they were not representative of the market as a whole. However, the evidence
does not support respondents’ contention. The Commission collected data on pricing of smaller diameter
fittings because they represent the largest volume fittings in the market. Fittings of nominal diameter
30 inches and below comprise the vast preponderance (*** percent) of U.S. commercial shipments of
domesticaliy produced and imported DIWF.'*

Second, we have considered respondents’ claim that the data overstate underselling because they
include domestic prices from areas of the country in which there is limited import competition, where
domestic prices are higher than in other areas.®® In fact, it is not unusual in Commission investigations
that there would not be a uniform leve! of competition throughout the United States. As noted above,
purchasers generally confirmed that the prices of Chinese DIWF were lower than the prices of U.S. made
DIWF. We also note that respondents’ claims would tend to confirm the fact that import competition has
resuited in lower domestic prices.

Third, respondents claim that the domestic price data are flawed because they include domestic
sales to end users (made by U.S. Pipe), whereas import price data are limited to prices for sales to
distributors.’® In light of respondents’ claim, we have revised our data to exclude U.S. Pipe’s sales to
end users. The revised data continue to show consistent underselling,

Respondents also urge the Commission to rely on alternate price data rather than our product-
specific pricing data. We have examined data on shipment average unit values (AUVSs), but do not find it
appropriate to place weight on those data as a basis for determining underselling. The several product
groupings for which we have AUV data (fittings above and below 30 inches nominal diameter, compact
vs. full-bodied) are broad categories that include hundreds of different sizes and configurations. Thus, it
is impossible to determine whether or not the AUV differences reflect relative price levels for
comparable products. By contrast, our product-specific pricing data ensure an apples-to-apples
comparison of comparable domestic and imported Chinese products.’” Respondents also seek to have
the Commission rely on multiplier comparisons from particular states, as adjusted by respondents,
purportedly to reflect rebates.'®® While such comparisons may possibly show instances in which
domestic prices were lower than prices of Chinese DIWF, we do not place primary reliance on this
information as an indication of relative prices in lieu of the actual pricing data collected by the
Commission, as confirmed by purchaser questionnaires.

'® CR and PR, Table ITI-6.

' CR and PR, Tabie [-3. In fact, respondents’ main economic witness indicated that the “vast majority” of
fittings are 12-inch nominal diameter and below. Hearing tr. at 266 (Mr. Reilly).

'> Hearing tr. at 211-12 (Mr. Bhattacharji); 242-46 (Messrs. Loeb, Saha, McCutcheon).
1% Yearing tr. at 281-82 (Mr. Reilly); Chinese respondents’ post-hearing brief at 29-33.

" The AUV data show a mixed pattern. Depending on the year and the product category, the AUVs of Chinese
DIWF are sometimes higher and sometimes lower than the AUVs of domestic DIWF. The combined AUVs of
imported Chinese DIWF are higher than the AUV of domestic DIWF from 1998 to 2000, and lower in 2001, 2002,
and the interim periods. CR and PR, Table D-1.

% Post-hearing brief of SIGMA at 11-14; post-hearing brief of Star Pipe at 10.
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Respondents also contest the existence of any correlation between subject import volume and
domestic prices. First, respondents assert that import volume did not affect domestic prices because
domestic prices were highest in 2001, the year in which imports grew the most, then fell in 2002 even
though imports increased only modestly that year.'®® We disagree. Although domestic prices did
increase somewhat during early 2001, prices began to fall in the latter part of that year and continued to
fall into 2002. Shipments of imports grew by 42.5 percent in 2001 and a further 12.7 percent in 2002.
The pricing trend observed is consistent with the rise in import shipments in 2001 and the further rise in
2002. Second, respondents assert that underselling had little effect because the relative market shares of
domestic and Chinese DIWF for the five pricing products did not change significantly over the period
examined. In fact, the data do show an increase in the market share of Chinese DIWF for each of the
products over the period examined.”® Moreover, as described above, the data show falling domestic
prices; domestic price reductions may well have prevented an even larger shift in market share for these
products,

Nor does the evidence support respondents’ contention that “Buy American” preferences
protected domestic producers from the effects of low-priced DIWF imports from China. To the extent
that such provisions apply, they apply only to a small and declining share of U.S. DIWF shipments.
Petitioner estimated the percentage at 10 percent, and respondent SIGMA at 10-20 percent of the
market.'”” Moreover, the evidence indicates that such preferences apply in relatively few jurisdictions at
the state level,’” and that many of the local preferences apply only when the price difference is within a
certain range.'”

We also considered respondents’ claims relating to McWane’s allegedly aggressive pricing
practices, including the firm’s rebate policies.'™ While it is not disputed that McWane provides loyalty
rebates, if these rebates and other practices were as significant as alleged, McWane should be gaining
market share at the expense of imports and other domestic producers. However, this is not the case;
McWane’s market share and that of domestic producers as a whole are not rising, but rather continuing to
fail.

Nor is there a basis to conclude, as alleged by respondents, that aggressive pricing by domestic
producer U.S. Pipe on its sales to distributors, rather than the volume and prices of Chinese DIWF, is
responsible for falling domestic prices.'™ Prices of Chinese DIWF generally undersold U.S. Pipe’s
prices on its sales to distributors, and the quantities of sales of Chinese DIWF of the pricing products
substantially exceeded the quantity of U.S. Pipe’s sales of the pricing products to distributors.!™

We find that there is a direct and significant connection between the rapidly increasing imports
of DIWF from China and the falling domestic prices of DIWF and the material injury to the domestic
industry. There is a strong correlation between the recent and sharp decline in industry indicators and the

1% Pre-hearing brief of SIGMA at 16; pre-hearing brief of Star Pipe at 11.
170 Staff calculations based on CR and PR, Tables V-6 to V-10.
" CR at V-10-11; PR at V-6-7.

"2 Petitioner contends that only one state, Pennsylvania, has a Buy American requirement that applies to purchases
of DIWT at various levels of government in the state, and that Michigan has a requirement that applies only to state-
funded jobs, and New Jersey has one that applies to road construction projects. Petitioner’s pre-hearing brief at 33-
34,

" (R at V-10; PR at V-6.

I See post-hearing brief of SIGMA at 1-5; post-hearing brief of Star Pipe at 10-15.
17* See Chinese respondents’ post-hearing brief at 32-33.

16 CR and PR, Tabies V-6 through V-10; App. G.
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rapid increase in DIWF imports from China since 2000. The rise in U.S. apparent consumption of DIWF
in each year of the period examined, including since 2000, would be expected, in the absence of one or
more intervening factors, to lead to stable and rising domestic prices and a domestic industry
experiencing improved profitability, production, shipments, employment, and capacity (or capacity
utilization). However, as indicated in the material injury section of these views, the opposite is true, The
industry is operating at a loss, and this loss is increasing. There is evidence of plant and production line
shutdowns and worker layoffs, stagnant or declining production, shipments, employment, capacity, and
capacity utilization, and falling domestic prices. The decline in these industry indicators has been
greatest since 2000, and has coincided with the rapid increase in DIWF imports from China, which has
also occurred since 2000.

For example, as noted in the material injury section, McWane halted production on its recently
installed molding line at its Union Foundry facility in August 2003.""" McWane approved the plans to
install this new production capacity in 1999, premised in part on its view that the market would continue
to expand and the new equipment would increase the efficiency of the Union facility.'’® The production
line began operating in 2000, the year before subject imports began their rapid increase. McWane closed
this line as subject imports captured increased market share in 2003.

As discussed above, the rising volumes of DIWF imports from China have displaced comparable
domestic sales; this displacement has led to reduced domestic production, shipments, sales, and
employment. The price depression and suppression caused by the growing imports of low-priced DIWF
has manifested itself in sales revenues that have been insufficient to enable the domestic industry to
operate profitably. The lower volume of domestic sales also has contributed to the poor financial results
by reducing the number of units over which domestic producers could spread their fixed costs. In short,
imports of DIWF from China have had a significant negative impact on the domestic industry.

We considered other factors that may be contributing to the condition of the industry. First, we
observe that imports of DIWF from non-subject countries were a growing presence in the market over the
period examined. Imports from non-subject countries, considered collectively, grew by a somewhat
larger percentage than imports from China from 1998 to 2002 (*** percent versus *** percent), and from
2000 to 2002 (*** percent versus *** percent).'” The market share of the imports from non-subject
countries grew, from *** percent in 1998 to *** percent in 2002, and grew from *** percent in interim
2002 to *** percent in interim 2003. Like imports from China, purchasers generally indicated that
imports from non-subject countries were lower priced than domestically produced DIWF. This indicates
that imports from non-subject countries likely had some effect on the volume and prices of domestic
sales, which in turn likely had some impact on the domestic industry’s performance in terms of such
factors as production, shipments, capacity utilization, employment, sales, and profitability.

Nevertheless, despite the growth of DIWF imports from non-subject countries, their market share
remained below the market share of DIWF imports from China in ¢very period for which we collected
data.”® From 2000 to 2002, non-subject imports gained *** percentage points of market share, compared
to *** points gained by imports from China. Of the few purchasers who expressed a view on the relative
prices of Chinese and non-subject DIWF, half indicated that the Chinese product was lower priced, and
none indicated that the non-subject product was lower priced. Taken as a whole, therefore, the record
information indicates that imports from China had a larger impact on the domestic industry than did
imports from non-subject countries over the period examined, by virtue of their consistently higher

17 petitioner’s pre-hearing brief at 14-15.

1% petitioner’s post-hearing brief at 41, Exh. 7.
17 CR and PR, Tabie II-1.

% CR and PR, Table V-i.

26



market share and, if anything, lower prices.”®! Accordingly, we conclude that imports from non-subject
countries do not sever the causal link between imports of DIWF from China and the material injury
experienced by the domestic industry.

Second, we considered the related argument made by respondents that domestic producers’ own
direct imports, or purchases of imports, of DIWF from non-subject countries were responsible for its
injury. Domestic producers’ combined non-subject imports and porchases of non-subject imported
DIWF began in 1999, peaked in 2000, fell in 2001, then rose in 2002 to a level below the level in 2000.'%
U.S. producers’ purchases of imports and their direct imports grew between interim 2002 and interim
2003 to a level equivalent to *** percent of production in the same period.'" The substitution of non-
subject imports for domestic production likely had the effect of lowering, to some degree, domestic
production, shipments, sales, employment and, as pointed out by respondents, capacity utilization.
However, as described above, the negative effects of non-subject DIWF imports were significantly less
than the negative effects of DIWF from China and, as such, do not eliminate the relationship of cause-
and-effect between Chinese DIWF and the industry’s material injury.

Third, we considered the extent to which recent capital and other expenditures by McWane to
address safety and environmental issues may have contributed to the decline in the industry’s financial
condition. These expenditures have increased, particularly since 2000.” Since these expenditures are
capitalized and not immediately recognized in the period when they are made, the impact on DIWF
financial results is largely through depreciation over time. Only a small fraction of the industry’s
operating losses in 2001 and 2002 can be attributed to increased depreciation expenses.'® While capital
expenditures result in added costs beyond depreciation, the relatively small impact that increased
depreciation expenses had on DIWF operating results indicates that capital expenditures in general
cannot explain the significant DIWF operating losses reported. *** of the McWane companies reported
certain environmental, safety, and workers’ compensation iterns that were inciuded in its operating costs
for 2000 and 2001. The increase in these costs from 2000 to 2001 therefore had some negative impact on
the industry’s operating profits, although the increase accounts for only a very small portion of the
deterioration in the industry’s operating results from 2000 to 2001.*¢ Moreover, any increased costs by

'8! We note that section 421 does not require us to find that the imports from China are greater than or even equal
to any other cause of material injury, but that they “contribute significantly” to the injury. 19 U.S.C. § 2451(c)(2).

%2 CR and PR, Table II1-4.

'* CR and PR, Table I1I-4. Combined producers’ purchases and imports increased from *** short tons in interim
2002 to *** short tons in interim 2003, Id.

18 With respect to safety-related capital expenditures, McWane reported $*** in such expenditures in fiscal year
1998, $*** in 1999, $*** in 2000, $*** in 2001, $*** in 2002, $*** in interim 2002, and $*** in interim 2003.
McWane accounted for *** of the reported industry safety-related expenditures ***. With respect to environmental-
refated capital expenditures, McWane reported $*** in 1998, $*** in 1999, $*** in 2000, $*** in 2001, $*** in
2002, $*** in interim 2002, and $*** in interim 2003. As a percent of overall industry environmental-related captal
expenditures, McWane accounted for *** percent in 1998, *** percent in 1999, *** percent in 2000, *** percent in
2002, *** percent in interim 2002, and *** percent in interim 2003. CR and PR, Table III-11.

'®5 The industry’s depreciation/amortization figures were as follows: $*** in 1998, $*** in 1999, $*** in 2000,
$*** in 2001, $*** in 2002, $*** in interim 2002, and $*** in interim 2003. The $*** increase in
depreciation/amortization from 2000 to 2001 is in stark contrast with the $*** increase in industry operating losses
from 2000 t0 2001, Likewise, the $*** decrease in depreciation/amortization from 2001 to 2002 is also in stark
contrast with the further $*** increase in industry operating Josses from 2001 to 2002. A comparison using interim
2002 and interim 2003 figures yields a similar comparative result. CR and PR, Table III-6.

18 CR at I1I-15, n. 15; PR at 1I-4, n. 15, The increase in these costs was just under $*+*, compared to the
industry’s increased operating losses of over $*** from 2000 to 2001. CR and PR, Table II1-6.
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McWane do not account for why all domestic producers experienced falling profitability from 2000 to
2002, and between interim 2002 and interim 2003, Therefore, McWane’s environmental and safety
expenditures do not sever the causal link between the subject imports from China and material injury to
the domestic industry.

Fourth, we have examined respondents’ claim that rising internal costs, especially other factory
costs, explain the industry’s declining profitability.'® While the industry incurred some additional costs
unrelated to imports that affected its financial performance, we have described above how DIWF imports
from China have suppressed domestic prices and have thereby prevented domestic producers from
passing on higher costs in the form of higher prices. Moreover, imports of Chinese DIWF have
themselves contributed to higher industry unit costs by taking market share and thereby reducing the
volume of domestic sales over which to spread costs. Accordingly, we do not find that rising industry
costs sever the causal link between imports of DIWF from China and injury to the domestic industry.

Fifth, we considered respondents’ arguments that the industry’s poor performance is due to the
fact that several domestic producers consider DIWF to be a product of secondary importance to their
operations. It is true that two domestic producers indicated to the Commission that DIWF is a relatively
less important product to them than ductile iron pipe.'® However, it is not unusual for a manufacturing
firm to make multiple products of varying significance to the firm’s overall operations. The fact that
some producers do not consider DIWF to be their primary product does not explain why their
performance relating to the production of DIWF, and the DIWF performance of each domestic producer
generally, declined substantially over the period examined, particularly from 2000 to 2002, and between
the interim periods. Accordingly, we find this factor to have had a very minor impact, if any, on the
domestic industry.

In sum, several other factors have had some negative impact on the domestic industry over the
period examined. We have described those effects above and have not attributed them to the subject
imports of DIWF from China. Our overall conciusion is that, whether considered separately or together,
these other factors do not break the direct and significant causal link between DIWF imports from China
and the material injury experienced by the domestic DIWF industry. Accordingly, we find that the
rapidly increasing imports of DIWF from China are a significant cause of material injury to the domestic
industry.

OI. CONCLUSION

As explained above, we find that market disruption exists in that rapidly increasing imports from
China are a significant cause of material injury to the domestic industry producing DIWF. We find, as
noted above, that the subject DIWF imports from China are “in such increased quantities™ as to cause
market disruption to domestic producers.'® The greatest increase in volume and shipments of such
imports coincided with the continuing significant underselling of the domestic products by the subject
imports and declining prices of both. It also coincided with the recent and sharp decline in industry
indicators. The rising volumes of DIWF imports from China have displaced comparable domestic sales,
and this displacement has led to reduced domestic production, shipments, sales, and employment, and
contributed to the industry’s poor and declining financial results.

187 Chinese respondents’ post-hearing brief at 21-29.
158 OR at III-14, and PR at IlI-4; CR at I1I-16, n. 19, and PR at [1I-5, n. 19,

1¥ For purposes of this determination we consider the “domestic producers” to be the domestic industry as defined
earlier in these views.
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We therefore make an affirmative determination that certain DIWF from China are being
imported into the United States in such increased quantities or under such conditions as to cause market
disruption to the domestic producers of DIWF.
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VIEWS OF THE COMMISSION ON REMEDY

Remedy Proposal’

For the reasons set forth below, we propose the following action to remedy the market disruption
we find to exist ~

We propose that the President impose a tariff-rate quota, for a three-year period, on
imports of the subject DIWF from China as follows: in the first year, a tariff of 50
percent ad valorem, in addition to the current rate of duty, on imports over 14,324 short
tons; in the second year, a tariff of 40 percent ad valorem, in addition to the current rate
of duty, on imports that exceed 15,398 short tons; and in the third year, a tariff of 30
percent ad valorem, in addition to the current rate of duty on imports that exceed 16,553

short tons.
TRQ Form of Relief Year 1 Level Year 2 Level Year 3 Level
In-Quota Amount 14,324 short tons| 15,398 shorttons| 16,553 short tons
Additional Duties Above Quota 50 percent 40 percent 30 percent

We find that this action is the relief that will remedy the market disruption we have found to exist.

We also propose that the President direct the U.S. Department of Commerce and U.S.
Department of Labor to provide expedited consideration of petitions for trade adjustment assistance filed
by domestic firms or workers producing the subject DIWF.

Statutory Framework

Section 421(f) of the Trade Act of 1974 (19 U.S.C. § 2451(f)) provides that the Commission,
upon making an affirmative determination, “shall propose the amount of increase in, or imposition of,
any duty or other import restrictions necessary to prevent or remedy the market disruption.” It provides
that only those Commissioners who agreed in the affirmative determination are eligible to vote on
remedy. Neither the statute nor its legislative history provides any further guidance or instruction on
remedy.

Section 421(f) thus authorizes the Commission to propose as a remedy any import restriction.
The Commission’s proposed remedy could take the form of increased duties, a tariff-rate quota, a
quantitative restriction, or other import restriction 2

Section 421(g}2)D)’ requires that the Commission’s report to the President and the U.S. Trade
Representative include a description of—

! Chairman Okun and Commissioners Koplan, Lane, and Pearson. Vice Chairman Hillman and Commissioner
Milier, having proposed different forms of remedy, do not join in the majority’s Remedy Proposal and only join in
the Statutory Framework and Conditions of Competition sections of the majority’s views on remedy. See separate
and additional views on remedy of Vice Chairman Hillman and Commissipner Miller, respectively, that follow these
views.

219 U.8.C. § 2481.
7 19 US.C. § 245 12D
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(i) the short- and long-term effects that implementation of the action recommended .
.. is likely to have on the petitioning domestic industry, on other domestic
industries, and on consumers; and

(ii) the short- and long-term effects of not taking the recommended action on the
petitioning domestic industry, its workers, and the communities where
production facilities of such industry are located, and on other domestic
industries.

Conditions of Competition

We considered the conditions of competition in the domestic market and likely developments
affecting such conditions during the next several years in evaluating the various remedy options. DIWF
are sold primarily through waterworks houses (distributors) to contractors working for municipalities.
Producers and importers generally keep a large inventory of DIWF so as to be able to respond quickly to
customer needs. There are many varieties of DIWF across a broad range of diameters and shapes, but
most are available from at least one U.S. producer.

DIWF from different country sources are used interchangeably, as they are all made to the same
independent American Waterworks Association (AWWA) standard. Importers described mixing
Chinese and non-subject country DIWF in their 11.S. shipments to the point that they could not always
separate the two.” Some ultimate end users (municipalities) were not able to state definitively the
country source for the DIWF that they had purchased.® Overall, purchasers described U.S., Chinese, and
non-subject country DIWF as comparable in all purchasing factors except price.’

Demand Conditions

Demand for DIWF comes primarily from the residential construction and water treatment
sectors, both of which have been strong and growing since 1998." DIWF account for a small share of the
overall cost of a water project,’ and there are few comparably priced substitutes for DIWF." Because
DIWF represents a small part of the overall cost of municipal and residential water projects, DIWF
consumption is not likely to change significantly in response to changes in price. !

U.S. apparent consumption of DIWF increased steadily from 1999 through 2002, with an annual
percentage rate increase of 2.2 percent from 1999 to 2000, 1.6 percent from 2000 to 2001, and 2.7
percent from 2001 to 2002.* Parties indicated some demand slowing, with one importer stating that

“CR at V-10; PR at V-6.

$CR at V-22,n. 57; PR at V-15, n. 57.
¢ CR at V-37-38; PR at V-19.

7 CR and PR, Table V-5.

$CRat V-3; PR at V-5.

®CR at V-8; PR at V-5.

® CR at V-9; PR at V-6.

" CR at V-8, V-17; PR at V-5, V-11.
2 CR and PR, Table C-1.
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demand from the private development sector had slowed, while government-owued treatment plant
demand has remained strong."

Domestic Supply Conditions

Domestic producers had significant unused capacity from Januvary 1998 through June 2003. The
domestic industry maintained substantial inventories during the period January 1998 through June 2003,
which increased in absolute terms and as a ratio to U.S. and total shipments from 1999 to 2002.
Domestic producers manufacture other products on the same equipment that they use for producing
DIWF, but the majority of their DIWF foundry capacity is devoted to DIWF." 1).S. producers export
only a small part of their production. Thus, high inventories and low capacity utilization should allow
U.S. producers to increase shipments in response to higher prices.

After imports of Chinese DIWF increased and took market share from U.S. producers in 200]
and 2002, U.S. producers responded in 2002 and the first half of 2003 by lowering prices to maintain
market share. Thus, U.S. producers slowed their loss of market share, but at the cost of lower average
unit values in the first half of 2003 than in any annual period since 1998.

Import Supply Conditions

China is the largest source of DIWF imports in the U.S. market. Imports of DIWF from China
have increased significantly since 1998, and most of this increase has occurred since 2000, Capacity
utilization rates reported by Chinese producers who responded to Commission questionnaires showed
considerable fluctuation from year to year except at the end of the period examined, when they showed
capacity utilization at 73.4 percent in 2001 and 72.8 percent in 2002, They reported lower capacity
utilization in interim 2003 (66.3 percent) as compared to interim 2002 (77.3 percent). They project full
year 2003 capacity utilization at 64.4 percent and 2004 capacity utilization at 63.3 percent.’® These data
shggest that Chinese DIWF producers currently have significant unused capacity and expect the amount
of unused capacity to increase through 2004. In addition, Chinese producers reported that their end-of-
period inventories increased *** of the period examined, and while they project that such end-of-period
inventories will decline in 2003, the projected level for 2003 is *** the levels reported for each of the
years 1998 through 2000, and they project an increase in 2004."” Third-country markets do not appear to
provide much of an outlet for such inventories, as Chinese producers reported few exports to countries
other than the United States.’ In view of the large increase in DIWF imports from China since 2000, the
recent increases in Chinese DIWF capacity and production, recent increases in Chinese producer
inventories, and significant unused Chinese production capacity, it appears that Chinese DIWF producers
have the capability to continue to increase shipments of DIWF to the United States even though they

" CR at V-8-9; PR at V-5-6.
" CR at V-5; PR at V-3.

1 CR and PR, Table II-1.

15 CR and PR, Table IV-2.

7 CR and PR, Table V-2,

¥ CR and PR, Table IV-2.
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project declines in their DIWF capacity, production, and shipments to the United States in full year 2003
and in 2004."”

Other sources of non-subject imports include Brazil, Korea, India, and Mexico. Some importers
of DIWF from China are also significant importers of DIWF from non-subject countries, especially India.
Like imports of DIWF from China, imports of DIWF from non-subject countries grew substantially over
the period examined. However, the combined volume share of non-subject imports remained below the
volume share of DIWF imports from China, except in 2002, when they totaled *** percent.”

Proposed Relief”'

As indicated above, the statute authorizes the Commission to “propose the amount of increase in,
or imposition of, any duty or other import restrictions necessary to prevent or remedy the market
disruption.” We find that imposition of a tariff-rate quota on imports of the subject DIWF from China, in
the amount and for the duration proposed, as set forth below, is necessary to remedy the market
disruption we find to exist.

In determining what remedy to propose, we took into account the submissions of the parties. The
petitioner initially asked that the Commission impose an import quota on DIWF from China, but did not
indicate a quota level in view of uncertainties about the actnal level of DIWF imports from China.”
Petitioner indicated at that time that a quota would provide the industry with the ability to forecast
market conditions, while a tariff or tariff-rate quota would be “susceptible to manipulation™ by Chinese
producers or exporters.” In its pre-hearing brief filed on October 28, 2003, petitioner asked that the
Commission propose a tariff for a five-year period in the amount of 95 percent ad valorem in the first
year, to be phased down in annual stages during the remedy period. Petitioner explained that determining
the amount of a quota or quota level of a tariff-rate quota would be “highly problematic™ in view of the
difficulty in determining the actual volume of DIWF imports from China, and also noted there were
significant inventories of the subject imports already in the United States.” Respondents expressed
opposition to petitioner’s proposed remedy on several grounds, including that it would be ineffective
because third-country suppliers would capture any share taken from Chinese DIWF.® Respondents did
not propose any alternative remedies.

In deciding what type and amount of relief was necessary to address the market disruption, we
took into account the market disruption that we found to exist, the fact that China was a supplier at non-
injurious levels earlier in the period examined, the fact that the surge in injurious imports occurred after

¥ CR and PR, Table IV-2. Based on the full-year reported data, which show increases in DIWF capacity and
production in China in each year of the period examined as well as increased DIWF exports to the United States in
each year of the period examined except 2000, we expect that DIWF imports from China will continue to increase
despite these projected declines. Although Chinese producers reported lower capacity and production in interim
2003 than in interim 2002, capacity in interim 2003 was, on an annualized basis, higher than capacity reported for
full year 2002, and production in inferim 2003 was *** as in fulf year 2000 and on an annualized basis was only
slightly below the levels reported for full years 200t and 2002. 14.

¥ R and PR, Table II-1.

! Vice Chairman Hillman and Commissioner Miller do not join in the remainder of these views. See their
separate and additional views that follow,

% Petition at 33.

B Petition at 34.

2 Petitioner’s pre-hearing brief at 36.

 See, e.g., post-hearing brief of Chinese respondents at 38 et seq.
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2000, and the arguments of the parties. We considered a simple tariff, as urged by petitioner. However,
we did not find a simple tariff to be the appropriate remedy in this case because it would have applied to
all DIWF imports from China, including non-injurious Jevels, and it would have resulted in a remedy that
went far beyond that which is necessary to remedy the market disruption we found to exist. We also
considered a quota. However, we did not find a quota to be appropriate here because it would establish a
rigid ceiling and might create shortages and other disruption, especially if petitioner is correct in its
assertion that current import data significantly understate the level of DIWF imports from China. We
find that a tariff-rate quota will be the most effective remedy in addressing the market disruption we have
found because it will allow a non-injurious level of imports to enter without disrupting the U.S. market.
This remedy will discourage over-quota imports, but allow such imports to enter at higher tariff rates if
market conditions require them.

We chose an over-quota tariff of 50 percent ad valorem in the first year, which would be in
addition to the current general rate of duty on the subject imports (5.6 percent ad valorem). Commission
model runs show that a tariff of 50 percent (without any TRQ) would reduce Chinese imports to below
their 2000 levels.® Thus, a TRQ with a 50 percent tariff and a quota at the 2000 import levels should be
effective in keeping Chinese imports at or near their 2000 ievels. Nonetheless, should demand increase
beyond what the Commission has anticipated, the TRQ does allow some Chinese imports in above 2000
import levels. Jt also should encourage a reduction in the significant buildup of inventories of the subject
imports. We propose that the increase in the rate of duty for over-quota imports be phased down to 40
percent ad valorem in the second year and to 30 percent ad valorem in the third year. By the second year,
much of the inventory buildup should have been eliminated. The reductions in duty levels in the second
and third years also are intended to encourage the industry to make the necessary adjustments to import
competition and to help the market transition to the time when the remedy action ends.

We propose that the remedy be for a three-year period instead of the five years requested by the
domestic industry. We do so because the industry indicated that it can implement most of the
adjustments it has identified within that period, and several of the remaining adjustments appear to be
motre in the form of recurring items, including replacement and maintenance items.”

We base our first-year quota amount, 14,324 short tons, on U.S. shipments of DIWF from China
in 2000, the year before the rapid increase in imports began. We base our quota amount on shipmerts
because that is the amount of imported product from China that the U.S. market absorbed in 2000,
without market disruption. We have set our quota at a somewhat lower level than we would otherwise
have done because of the substantial likely inventories held by U.S. importers of DIWF from China. The
likelihood that such inventories will be substantial at the time any remedy action is imposed is supported
by trends in U.S. importers’ reported end-of-period inventories, which show a steady increase during the
period examined and that such inventories were at their *** level at the end of the period in June 2003;%
by data showing that U.S. importers have arranged for delivery of an additional *** short tons for the
period July-December 2003, an increase of 12.5 percent over the July-December 2002 level;”® and by
official statistics for the months of July through October showing monthly imports of DIWF from China
that exceed levels for any month in the first half of 2003.% In addition, ***.*! We would otherwise have

% See EC-AA-048, Table 5.

¥ CR and PR, Table VI-2.

* CR and PR, Table [V-3.

® CR and PR, Table [V-4.

% CR and PR, Table I}-2 (revised).

# Final Comments on Remedy of SIGMA at 2-3.
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set the quota at 2 somewhat higher level to reflect the expansion of the U.S. market since 2000, and the
likely further modest expansion in 2004. Apparent U.S. consumption of DIWF has increased steadily
since 2000, and in the most recent 12-month period for which the Commission has data (July 2002-June
2003), was 6.3 percent higher than in calendar year 2000. However, an upward adjustment in the quota
level to reflect this expansion would permit the inventories to undercut the effectiveness of the relief in
the first year.

We propose that the quota level be increased by 7.5 percent in each of the two subsequent years
to take into account an expected rise in U.S. consumption and to liberalize the action. We believe that
demand will increase approximately 2.5 percent in each of the coming years (based on the past three
complete years of data revised upward slightly to account for higher demand growth in the first half of
2003). We propose that the quota be increased by an additional 5.0 percent to liberalize the action and
encourage the domestic industry to make the necessary adjustments to meet import competition.

Finally, we recognize that there currently are significant imports of DIWF from third countries.
However, our remedy seeks to address only the market disruption caused by DIWF imports from China.
For that reason, it will not return the domestic industry to profitability or return other indicators of the
industry’s condition to healthy levels. Nor does our remedy proposal seek to address or offset any
possible increase in imports from third countries that may result from a decline in imports from China if
this remedy action is implemented. The remedy for any such increase would be outside the scope of this
investigation.

Short and Long-Term Effects of the Recommended Remedy

We believe that the tariff-rate quota proposed will address the market disruption found to exist in
the domestic DIWF industry and does not exceed the amount necessary to remedy the market disruption
to domestic producers.

The proposed action is intended to remedy only the market disruption caused by the surge in
DIWF imports from China since 2000. The industry was not profitable before the surge, and the remedy
is not designed to return the industry to profitability per se, but rather to remedy the market disruption
caused by the recent increase in DIWF imports from China. In addition, Chinese and non-subject DIWF
are highly substitutable, and it is anticipated that shipments of non-subject DIWF will increase under our
proposed remedy. Thus, U.S. producers will not capture all of the market share lost by Chinese imports.
Because of the U.S. producers’ non-import related difficulties, and because of potential substitution of
non-subject imports, we do not believe that our remedy alone will return U.S. producers to profitability.
However, because 1).S. producers currently have a substantially Jarger U.S. market share than non-
subject imports, the relief we propose will primarily benefit U.S. producers.

Although the statute does not address adjustment by the domestic industry producing DIWF, the
reality is that the protection afforded by a trade remedy will be of short duration. Furthermore, we expect
demand to coatinue to grow at approximately 2.5 percent each year. Accordingly, the proposed tariff
level is reduced to 40 percent in year two and 30 percent in year three, while the quota level is increased
to 15,398 short tons in year two and 16,553 short tons in year three. The increasing quota levels take into
consideration both increasing demand and a liberalization of the quota. This liberalization is intended to
encourage domestic producers to implement adjustment measures promptly and to complete the
adjustment process by the time the action terminates at the end of three years. We believe that three
years of remedy is sufficient for producers to fully implement the adjustments they have identified.
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Based on available data, we assume that Chinese imports will be reduced approximately ***
percent.*? This reduction in Chinese imports should raise domestic prices between *** percent and *¥*
percent. This may have a modest negative impact an U.S. purchasers. However, DIWF are a small part
of the ultimate end users’ costs, and distributors of U.S. DIWF should enjoy some increased prices on
their sales of U.S. DIWF.

It is not possible to predict market effects with precision following the initial year of relief.
However, if U.S. producers use the period of relief appropriately, they should be able to follow through
on planned improvements and modemizations.”

In the absence of appropriate relief, we find it likely that the recent worsening operating losses
experienced by the domestic industry will continue. Chinese DIWF have managed significant market
share increases, enough that U.5. producers’ shipments actually fell over 2001 to 2002, even at a time of
higher demand for DIWF. There currently is no large home market in China for DIWF, and nearly all
DIWF made in China to AWWA specifications is produced for the U.S. market. Thus, there is every
reason to believe that, in the absence of appropriate relief, imports of Chinese DIWF will remain at
disruptive levels, the domestic industry will be unable to implement additional needed investments and
other adjustment measures, and the industry may be forced to close plants and lay off workers.

The effect of the proposed relief action on purchasers of DIWF is likely to be small, as DIWF
represents only a small part of the cost of most municipal water projects and, in any event, there is
substantial unused domestic capacity to offset a reduction in imports from China. Over the longer term,
any significant reduction in domestic capacity that would occur in the absence of appropriate relief may
decrease the number of alternative suppliers and could lead to increased delivery times and prices. We
believe that both the short- and long-term benefit to the U.S. producers from our proposed relief will far
outweigh any resulting effect on distributors and their customers.

Table 1
DIWF: Estimated effects of various TRQ levels

* * * * * * *

2 See EC-AA-048, Table 8.
% CR and PR, Table VI-2.
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SEPARATE AND ADDITIONAL VIEWS OF
VICE CHAIRMAN JENNIFER A. HILLMAN ON REMEDY

I join the description of the Commission majority of the statutory framework applicable to my
remedy recommendation and the conditions of competition in the market for ductile iron waterworks
fittings (DIWF) that form the backdrop for my consideration of remedy.

After considering the record information and the parties’ arguments, | have decided to
recommend that the President impose a temporary quota on imports of DIWF from China. Specifically, 1
propose that the President impose a quota on DIWF imports from China for a three-year period, at the
following levels:

- 14,324 short tons in the first year of relief;
- 15,398 short tons in the second year of relief; and
- 16,553 short tons in the third year of relief.

While 1 normally favor ad valorem tariffs over quotas, I find that the unusual circumstances of
this industry justify the use of a quota. First, the difference between the price paid by imiporters to
acquire DIWF from China and the price at which the importers subsequently re-sell the DIWF to U.S.
buyers is extremely large in this case. In most years of the period examined, the importers’ re-sale price
was *** their acquisition price. This large mark-up magnifies the potential, beyond the potential that
typically exists in Commission investigations, for importers to absorb the tariffs rather than pass them on
in the form of higher U.S. market prices for Chinese DIWF.! It also suggests that only high tariff levels
are likely to have a significant effect on the level of imports from China.

Second, *** are related by ownership to **** These relationships provide an opportunity for the
related China- and U.S.-based entities to structure their sales transactions so as to minimize the impact of
any ad valorem duties on their volume of imports. While it is never possible to predict with certainty the
impact that a particular tariff will have on the volume if imports, these relationships make such
assessments even more difficult and are not taken into account in the economic models used by the
Commission to try to estimate the effect of an increased tariff.

I also considered whether to recommend a tariff-rate quota (TRQ), as the majority has done.
However, my concerns about the effectiveness of a tariff remedy would also apply to a TRQ. Typically
the benefit of a TRQ is that it permits those who must have access to additional supply above the quota
levels to import it, albeit at higher tariff levels. However, I do not view this market as one in which a
strong need for additional imports from China above the quota level is at all likely. The steady and
moderate growth in consumption over the period examined indicates to me that the DIWF market is not a
type that experiences excessively large demand swings. I find that there would be ample available supply
to accommodate any realistic increase in demand for DIWF. The domestic industry is operating at
relatively low capacity utilization; the industry has substantial productive capacity available to increase
supply to the market. Imports from several non-subject countries, including Brazil, India, and Korea, are
present in the U.S. market in growing quantities and would be expected to increase their U.S, market

' 1 note that even after the large mark-ups subiect imports undersold domestically-produced DIWF in every pricing
product comparison, by margins exceeding 20 percent in many instances.

? CR/PR at Table I-5. The two importers are ***,
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presence in response to upswings in U.S. demand for DIWF. Domestic and non-subject DIWF are
generally substitutable with the Chinese product.

In selecting a quota level, I sought to return the presence of imports of DIWF from China in the
U.S. market to 2000 levels. The year 2000 preceded the significant surge in imports from China that
occurred in 2001 and the continued increases that followed. The year 2000 also preceded the most
substantial deterioration in the financial condition of the domestic industry.

I also took into account the significant inventories of DIWF from China that currently exist in the
U.S. market and that are likely to exist at the start of any relief. Inventories of Chinese DIWF reported
by U.S. importers significantly increased over the period examined to reach *** in June 2003.> The
inventories held by U.S. importers at the time of any relief are likely to be significantly above this
already high level. Importers reported that they had arranged for delivery of *** additional short tons for
the period July-December 2003, an increase of *** percent over the same period in 2002.* Official
statistics for the months of July through October show monthly imports of DIWF from China that exceed
levels for any month in the first half of 2003.° The largest importer of DIWT from China candidly
acknowledged that it would have enough inventories on hand for the first six months of 2004.°

The substantial likely inventories have ied me to set the quota level at a somewhat lower level
than [ would have otherwise done. 1 have set the quota at 14,324 short tons, which is the quantity of
shipments of imports of DIWF from China in 2000. Apparent U.S. consumption of DIWF has grown
steadily since 2000. Consumption of DIWF in the most recent 12-month period for which we have data
(July 2002 - June 2003) was 6.8 percent higher than in 2000. Given past trends, I assume that
consumption will continue to grow modestly in 2004. Because of the likely inventories of DIWF from
China, I have chosen not to increase the quota in the first year of relief to reflect the recent and likely
further expansion of the market. To do so would permit the inventories to undercut the effectiveness of
the relief in the first year.

I propose that the quota include appropriate spacing provisions, such as quarterly limits on the
use of the quota. Spacing provisions would ensure that the effectiveness of the remedy would not be
undermined by a rush to fill the annual quota amount early in the quota year.

As in prior investigations under section 421, I believe that the relief should take into account the
fact that the remedy is temporary in nature. [ propose to reduce the degree of protection over the three-
year period, to encourage the domestic industry to take the necessary steps to adjust to import
competition once the relief terminates. Thus, I recommend that the quota level be increased by 7.5
percent in each of the second and third years of relief. This increase also reflects my expectation that
apparent consumption of DIWF will continue to grow, on the order of approximately 2.5 percent
annually. _

I have considered respondents’ arguments that no relief is appropriate because non-subject
imports will simply fill the void left by any restrictions imposed on imports from China. Respondents
claim that the relief will not provide any benefit to the domestic industry and will therefore not remedy
the market disruption. I disagree on legal and factual grounds. The statute instructs the Commission to
recommend action that will prevent or remedy the market disruption caused or threatened by imports
from China. Our remedy recommendation need not, and cannot, seek to address any negative effects
caused by imports from other sources. In any event, while it is true that imports from non-subject
countries would likely increase in the event of a remedy, the increase would be far from a one-to-one

* CR/PR at Table IV-3.

* CR/PR at Table IV4,

5 CR/PR at Table II-2 (revised).

® Final Comments on Remedy of SIGMA Corporation at 2-3.
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replacement. I would expect that the domestic industry would experience a significant benefit from a
remedy imposed on imports of DIWF from China, as described below.

Short- and Long-Term Effects
Short- and Long-term Effects of the Recommended Action

The remedy 1 am proposing would eliminate the market disruption caused by imports of DIWF
from China. In the first year, the quota would limit imports of DIWF from China to the level of
shipments of those imports in 2000. This level is substantially below the annual level of Chinese DIWF
imported since 2000. The main effect of this reduction would be to increase the shipments of
domestically produced DIWF and DIWF produced in non-subject countries. As the domestic industry
already supplies a majority of the market, and has significant available capacity, I would expect most of
the reduced volume of Chinese DIWF to be replaced by increased domestic shipments.” The increased
domestic shipments would lead to increases in domestic production, capacity utilization and
employment.’

The quota is likely to increase prices of both domestic and imported DIWF. However, the
substantial available supply from both domestic and non-subject sources is likely to limit the extent of
the price increases.’

The increases in the quantity and prices of domestic industry shipments would provide a
significant boost to domestic revenues. Moreover, given the steady growth in consumption over the
period examined, it is reasonable to assume that some additional demand growth will take place during
the years in which relief is in place. The volume and price increases, together with the effects of modest
demand growth, should increase domestic industry revenues by *** in the first year of relief compared to
the levels of the second half of 2002 and first half of 2003."°

The increased revenues will have a positive effect on the industry’s profitability. The remedy 1
propose will substantially reduce the industry’s operating losses compared to the losses the industry
suffered in the most recent twelve-month period."! Although I would have preferred a remedy that
returned the industry to at least modest profitability, in this case a remedy that eliminated the injury
caused by imports of Chinese DIWF is not likely to produce this result.

7 The COMPAS economic model used by the Commission estimates the extent of market changes likely to result
from import relief. The results of the model are expressed in terms of percentage changes from the most recent base
peried, in this case the 12-month period consisting of the second half of 2002 and first half of 2003. The quota I
propose would reduce shipments of Chinese DIWF by *** percent, increase domestic shipments by *** percent, and
increase non-subject DIWF shipments by *** percent. Although non-subject imports would increase by a greater
percentage than domestic shipments over recent levels, domestic shipments are several times as large as shipments of
non-subject imports and thus would grow by a larger absclute amount. EC-AA-048 at Table 7 (column 1).

® The increase may enable McWane to restart its recently-shuttered automated molding line at Union’s Anniston,
Alabama facility.

° The COMPAS model estimates the following increases in DIWF prices: *** percent increase in Chinese DIWF
prices, *** percent increase in domestic DIWF prices, and *** percent increase in non-subject DIWF prices.

1 The COMPAS model estimates a growth in domestic revenue of *** percent. Ihave assumed 2.5 percent
demand growth in each year of relief.

1" Specifically, accounting analysis based on the estimated effects from the COMPAS model estimate an operating
loss of $*** to $***, compared to an operating loss of $*** in second half 2002 and first half 2003. Memo to
Commission from staff accountant, Dec. 16, 2003.
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I would anticipate the effects on consumers of DIWF to be modest. The ability of domestic and
non-subject producers to increase their shipments means that there should be adequate supplies of DIWF
in the U.S. market. Prices are likely to rise only modestly — well under 5 percent. DIWF are only a small
share of the overall cost of the projects in which they are used, such as waste treatment facilities or
residential subdivisions.

The estimated effects of my proposed remedy in the second and third years of relief would be
similar to the estimated effects in the first year of relief; namely, domestic shipments would grow
significantly while domestic prices would increase modestly.'? The 7.5 percent annual increases in the
quota level would mean that imports of Chinese DIWF would be restricted somewhat less in each
succeeding year. I assume that demand for DIWF would continue to grow at a moderate 2.5 percent
annual pace. The overall effect would be that domestic revenues would increase by a slightly greater
amount than the increase expected in the first year of relief,”

Domestic producers have identified various capital expenditures that they intended to make to
improve efficiency in the event that relief was provided.” These include *** by two producers. By
improving the operating environment for the domestic industry, the quota I recommend should assist the
domestic industry in following through with these plans, including obtaining any necessary financing.

Short- and Long-term Effects of Not Taking the Recommended Action

Should my proposed remedy, or the proposed remedy of one of my colleagues, not be
implemented, I would anticipate a rapid deterioration in the condition of the domestic industry producing
DIWF. In the absence of relief, I would expect continued market share gains by imports of DIWF from
China and further fosses in market share by domestic producers. The lower market share will lead to
reduced domestic production, shipments, and capacity utilization. Domestic producers will likely lay off
workers and close production lines or even whole facilities.

The increased low-priced imports from China will put further downward pressure on domestic
prices. The reduced domestic volume and prices will make the industry’s already bleak financial
performance even worse. The level of operating losses experienced recently by the domestic industry is
not sustainable for an indefinite period. A continuation or exacerbation of these losses will likely result
in one or more domestic producers exiting the DIWF business. Such an event would have a substantial
negative impact on workers and the communities in which the closed facilities are located.

12 The Commission’s COMPAS model is not dynamic in that the estimates represent estimated effects for the first
year of relief relative to the initial baseline period (in this case second half of 2002 through the first half of 2003) .
The estimated effects for quota years 2 and 3 are also reiative to the initial base period and assume that certain
market characteristics, e.g., market share, are the same as in that base period.

13 In year 2, the COMPAS model estimates that domestic shipment quantity would increase by *** percent and
domestic prices would increase by *** percent, compared to the levels that existed in the base period (second half
2002 through first half 2003). Domestic revenues would grow by *** percent. Operating losses would be between
$*** and §***, In year 3, the model estimates that domestic shipment quantity would increase by *** percent and
domestic prices would increase by *** percent, compared to the base period levels. Domestic revenues would grow
by **# percent, and operating losses would be between $*** million and $*** million. EC-AA-048 at Tables 1A
and 2A; memo to Commission from staff accountant, Dec. 16, 2003.

14 CR/PR at Table VI-2,
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VIEWS OF COMMISSIONER MARCIA E. MILLER ON REMEDY

While I join in the majority’s views on remedy with respect to the statutory framework and the
conditions of competition, I propose a different remedy and therefore write separately to express my
views on the remedy [ have chosen.

Remedy Proposal

For the reasons set forth below, 1 propose the following action to remedy the market disruption
found to exist —

I propose that the President impose a duty, in addition to the current rate of duty, fora
three-year period, on imports of the subject ductile iron waterworks fittings (DIWF) from
China as follows: 50 percent ad valorem in the first year, 40 percent ad valorem in the
second year, and 30 percent ad valorem in the third year.

The statute authorizes the Commission to “propose the amount of increase in, or imposition of,
any duty or other import restrictions necessary to prevent or remedy the market disruption.” 1 find that
imposition of an additional tariff on imports of the subject DIWF from China, in the amount and for the
duration proposed, is necessary to remedy the market disruption 1 have found to exist.

I also propose that the President direct the U.S. Department of Commerce and U.S. Department
of Labor to provide expedited consideration of any petitions for trade adjustment assistance filed by
domestic firms or workers producing DIWF.

Proposed Relief

In determining what remedy to propose, [ took into account the submissions of the parties.
Petitioner initially requested, in its petition, that the Commission propose a tariff increase of 95 percent
ad valorem as immediate refief, in the event it found critical circumstances, and a quota over the long-
term, in the event the Commission then made an affirmative market disruption determination.'®
However, after the Commission made a negative critical circumstances determination, petitioner stated
its belief that imposition of a quota or tariff-rate quota would be “highly problematic” and advocated
instead a five-year tariff increase of 93 percent ad valorem in the first year, to be phased down, if at all,
only moderately, to 80 percent in the second year, to 60 percent in the third year, to 50 percent in the
fourth year, and to 30 percent in the fifth year. The petitioner argued against a quota or tariff-rate quota
based on the lack of any reliable public data by which to assess the volume of imports of DIWF from
China during the period investigated, given that, before 2002 certain DIWF were part of a basket HTS
category and that in 2002 there was “rampant” misclassification of DIWF entries. In addition, the
petitioner noted that there are already large volumes of Chinese DIWF in importer and distributor
inventories in the United States and that the effectiveness of a quota would be undermined by the build-
up of additional inventories of Chinese product in the United States before the quotas could be
implemented. In contrast, petitioner argued, market awareness that a substantial tariff would be imposed
on further entries of DIWF would tend to force importers and distributors to begin selling at higher, more
realistic prices within the U.S. market almost immediately. Petitioner proposed a tariff level of 95
percent based primarily on the large mark-up in the price of imports from the importer to the purchaser

15 Petition at 32-35.
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and the alleged ability of the Chinese producers and importers to absorb any duty imposed. The
petitioner also noted that, while this is not a dumping case, dumping margins against imports from China
are historically high, often above 95 percent.'®

Respondents oppose a remedy and assert that none is needed or would be ineffective, primarily
because in their view nonsubject imports would simply replace any lost volumes of subject imports and
the domestic industry would not regain any market share."”

The Commission is authorized to propose any of a number of possible remedies, including a
simple tariff increase, a tariff-rate quota, and a quantitative restriction. In general, a simple ad valorem
tariff is preferred over other remedy options because it tends to be less trade-distorting and is easier to
apply. Ifind that a simple tariff increase will provide an appropriate remedy in this investigation. In
choosing this form of relief, I have taken into account the petitioner’s preference for a simple tariff over a
quota or tariff-rate quota as the import restriction likely to be most effective in remedying the market
disruption caused by imports from China.

I considered the specific tariff level of 95 percent proposed by petitioner, but do not find a tariff
increase of this magnitude to be necessary to rectify the adverse effects of the imports from China.

While 1 note, as respondents argue, that nonsubject imports have a substantial presence in the U.S.
market and have increased aver the period examined, I have already found that, whatever the effects of
the nonsubject product, imports from China, which by themselves were larger in volume and market
share than all other imports combined, are a significant cause of the market disruption experienced by the
domestic industry. The purpose of a remedy under section 421 is to address imports from China, not
other possible causes of harm to the domestic industry. It would be inappropriate under section 421 to
either forego proposing & remedy or to propose a remedy that is more than necessary to rectify the effects
of imports from China because of the presence of nonsubject imports in the market.

I propose tariff increases of 50, 40, and 30 percent ad valorem over a three-year period to address
the market disruption caused by rapidly increasing imports from China. I have taken into account the
strong demand for DIWF during the period examined, as evidenced by the steady growth in apparent U.S.
consumption over the period. The tariff levels I propose are based on a projected modest increase in
apparent U.S. consumption of approximately 2.5 percent over the next three years. The proposed tariff is
estimated in the first year to decrease, but not completely bar, imports from China by *** o *¥*
percent.'® This remedy is therefore estimated to bring the level of imports from China down to their

~levels in 1999 and 2000, before the surge in imports in 2001."7 It is also estimated to improve the
industry’s shipment quantities and values and therefore increase its revenues and profitability.”® While
the tariff increase I propose may not return the industry to its highest level of performance during the
period, it should result in significant improvement and address the harm attributable to the imports from
China. At the same time, the remedy should have no more than a minimal impact on downstream users
of DIWF, as this product makes up only a small percentage of the overall cost of municipal and
residential water projects.

Although there is some variation in product mix among individual domestic producers, the tariff
increases I propose should provide assistance to the entire domestic industry by reducing the quantity of

¢ Petjtioner’s Prehearing Brief at 35-40,

1" See generally Respondents’ Final Comments on Remedy.
'* Memorandum EC-AA-048 at Table 5.

' CR/PR at Table C-1.

¥ Memorandum EC-AA-048 at Table 5.
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imports from China and generally strengthening prices and increasing domestic shipments.”* Despite the
presence of nonsubject imports in the U.S. market, ] expect there will be some shift back to domestic
product from subject imports, given that China has been the predominant source of imports and the tariff
increases are projected to strengthen all prices in the U.S. market.

In addition, I propose relief that takes into account the fact that the remedy is temporary in
nature. Although not required by section 421, I propose to reduce the degree of protection over the three-
year period, to encourage the domestic industry to take the necessary steps to adjust to import
competition once the relief terminates. Thus, I recommend that the tariff be reduced by 10 percent ad
valorem in the second and third years of relief, to 40 percent and 30 percent, respectively.

I propose that the additional tariff remain in effect for a three-year period, which should provide
sufficient time to remedy the market disruption and ailow producers to implement the adjustment
measures they have identified.” 1 note that during the period examined certain domestic producers have
already undertaken efforts to compete more effectively and improve their safety and environmentai
compliance.”

Short and Long-Term Effects
Short- and Long-Term Effects of the Recommended Remedy

I find that the additional tariff I propose will address the market disruption found to exist in the
domestic DIWF industry due to rapidly increasing imports from China and does not exceed the amount
necessary to remedy the injury to domestic producers. The remedy is likely to restore domestic
shipments and revenues to reasonable levels from the losses experienced following the surge in imports
from China.

Based on available data, it is likely that imports from China will be reduced between *** percent
and *** percent from their level in the most recent 12-month period examined, July 2002 through June
2003.%* While there will be some negative effects for U.S. purchasers, DIWF are a small part of the
ultimate end users’ costs, and distributors of DIWF should experience increased prices on their sales in
the United States of both U.S. product and subject and nonsubject imports.

It is not possible to predict market effects with precision following the initial year of relief. In
general, it is expected that as the volume of imports from China is restrained to some extent and prices
increase somewhat, the domestic industry will be able to respond by increasing production as necessary
and ultimately improving its capacity utilization. In addition, I would expect the domestic industry to be
able to increase its ability to compete with imported DIWF as it carries out plans to improve the
productivity and efficiency of its facilities, while at the same time bringing them into full compliance
with environmental and safety requirements. Under this tariff-based remedy, imports would continue to
supply a share of the U.S. market and would continue to be an important competitive force in the U.S.
market. In addition, if demand remains strong and continues to grow, U.S. producers may be able to
approach or return to their previous levels of profitability.

2 Memorandum EC-AA-048 at Table 5.
ZZ CR/PR at Table VI-2.
2 CR/PR at Table VI-1,
# Memorandum EC-AA-048 at Table 5.
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Short and Long-Term Effects of Not Taking the Recommended Action

In the absence of appropriate relief, the recent *** operating losses experienced by the domestic
industry can be expected to continue and likely worsen. Chinese DIWF have significantly increased their
share of the domestic market even as demand has been strong and apparent U.S. consumption has been
growing. U.S. producers’ loss of market share tempered somewhat toward the end of the period
examined, but only as a result of their lowering prices to retain U.S. sales. The U.S. and Chinese product
are highly substitutable,” and imports from China enter the United States at a price significantly lower
than the price at which the importers sell to distributors. Moreover, despite the significant mark-up by
importers of the Chinese product, their selling price undersold the domestic price consistently and by
substantial margins during the period examined, as evidenced by the Commission’s pricing data.”
Inventories of Chinese DIWF in the U.S. market more than doubled over the period examined” and
importers reported they plan to take delivery of an estimated 12,705 short tons of DIWF from July
through December 2003.% There is currently no Chinese home market for certain DIWF, and the vast
majority of their production is directed to the U.S. market. Although their capacity is not projected to
increase, their capacity increased each year from 1998 through 2002 and their capacity utilization, which
never rose above 78 percent during the period investigated, is projected to decrease in 2004.” Thus,
there is every reason to believe that imports of Chinese DIWF will increase further, absent the restraining
effects of the tariff. Absent relief, the domestic industry likely would not be able to lower its prices to
the point where it could recapture market share lost to the imports from China, or even retain its current
level of market share, conld not increase its production or improve productivity, nor implement proposed
investments and improvements. This would mean mounting losses and additional plant closures for the
domestic industry, which during the period examined has already been weakened by the loss of one
domestic producer, Griffin, the closure of a plant by U.S. Pipe, and reductions in operations at two other
U.S. plants. The industry as a whole experienced negative operating margins throughout the period
examined, and its financial performance would only continue to deteriorate absent relief,

- In particular, rising volumes of Chinese DIWF will continue to take market share from domestic
producers, depress and suppress U.S. prices, and contribute to the domestic industry’s losses. Thus,
without appropriate relief, the DIWF industry remains vulnerable to continued import surges and revenue
losses. If operating losses continue, the domestic industry likely will be forced to curtail further its
operations and will not be able to implement or continue efforts to improve productivity, thereby leaving
it less viable and less able to compete with imports. Over the longer term, a significant portion of the
industry likely would be forced to shut down or curtail production significantly. Such closings and
partial closings will lead to increased layoffs of wotkers in the industry, resulting int a negative impact on
the local communities in which the production facilities are located.

 CR at V-10, PR at V-5,
% CR/PR at Tables V-6-10.
* CR/PR at Table C-1.

% CR/PR at TV-1.

# CR/PR at Table IV-2.
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PART I: INTRODUCTION

BACKGROUND

On September 5, 2003, a petition was filed on behalf of McWane, Inc.,! Birmingham, AL,
requesting that the Commission institute an investigation under section 421(b) of the Trade Act of 1974
(19 U.S.C. § 2451(b)) (the Act), to determine whether certain ductile iron waterworks fittings (DIWF)?
from China are being imported into the United States in such increased quantities or under such
conditions as to cause or threaten to cause market disruption to the domestic producers of like or directly
competitive products. The petition also alleged under section 421(1) of the Act that critical
circumstances exist with respect to the subject product and requests that provisional relief be provided.
Effective September 5, 2003, the Commission instituted investigation No. TA-421-4. On October 20,
2003, the Commission made a negative critical circumstances determination, and specifically that delay
in taking action would not cause damage to the relevant domestic industry which would be difficult to
repair. Information relating to the timetable for the investigation is provided below.?

Effective date Action

September 5, 2003 Petition filed with the Commission; institution of inv. No. TA-421-4 (68 FR
54010, September 15, 2003)

September 26, 2003 Sta¥ conference

QOctober 16, 2003 Commission’s vote on critical circumstances

October 20, 2003 Critical circumstances determination transmitted to the President (68 FR 6103,
October 24, 2003)’

November 6, 2003 Cemmission’s hearing

December 4, 2003 Scheduled date for the Commission’s vote on market disruption

Dacember 4, 2003 Commission's determinzation on market disruption transmitted to the President
{68 FR 69421, December 12, 2003}

December 15, 2003 Commission’s vote on remedy

December 24, 2003 Commission’s report transmitted to the President

1 Certain Ductile Iron Watarworks Fitlings From China {Inv, TA-421-4 Critical Circumstances Phase, USITC Pub. 3642,
QOctober 2003).

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

? For a complete description of the product subject to this investigation, see the section of this part of the report
entitled The Subject Articles.

* The Federal Register notice cited in the tabulation is presented in appendix A, and a list of witnesses appearing
at the staff conference is presented in appendix B.
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PREVIOUS INVESTIGATIONS

The U.S. Waterworks Fittings Producers Council and its individual members, Clow Water
Systems, Tyler Pipe Industries, Inc., and Union Foundry Co., previously filed a petition on July §, 1992,
alleging that an industry in the United States was materially injured or threatened with material injury by
reason of less than fair value (LTFV) imports of compact ductile iron waterworks fittings and accessories
thereof * from China. Following the Department of Commerce’s (Comrnerce) affirmative determination
of LTFV imports, and the Commission’s determination of material injury or threat of material injury,” an
antidumping duty order was placed on imports of compact ductile iron waterworks fittings (CDIWF) and
glands from China on September 7, 1993.% The antidumping duty order was revoked on January 24,
2000.7

STATUTORY CRITERIA AND ORGANIZATION OF THE REPORT
Section 421(c) of the Act (19 U.S.C. § 2451(c)) states that:

market disruption exists whenever imports of an article like or directly
competitive with an article produced by a domestic industry are
increasing rapidly, either absolutely or relatively, 5o as to be a
significant cause of material injury, or threat of material injury, to the
domestic industry.

Further, as defined in section 421(d) (19 U.S.C. § 2451(d)), the Commission is instructed to
consider the following objective factors in determining whether market disruption exists:

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

* The Commission found three separate like products in the antidumping duty investigation: (1) all iron
waterworks fittings (including hoth full-bodied and compact ductile iron waterworks fittings and gray iron fittings as
well as fittings over 16 inches in nominal diameter), (2) all iron glands, and (3) accessory packs. See, Certain
Compact Ductile Iron Waterworks Fittings and Accessories Thereof From The People’s Republic of China (Inv. No.
731.TA-621 (Final)), USITC Publication No. 2671 (August 1993) (hereinafter 1993 CDIWF Final}, pp. 5-20.

¥ The Commission found that an industry in the United States was threatened with material injury by reason of
LTFV impeorts of certain compact ductile iron waterworks fittings from China. The Commission further determined
that an industry in the United States was materially injured by LTFV imports from China of cast iron glands for such
fittings but that an industry in the United States was not materially injured or threatened with material injury, and the
establishment of an industry in the United States was not materially retarded, by reason of imports from China of
accessory packs. 1993 COIWF Final, p. 1-2.

¢ The order imposed a PRC-wide margin of 127.38 percent ad valorem (58 FR 47117, September 7, 1993).

7 Commerce’s final determination subsequently was challenged in the U.S. Court of International Trade by China
National Metal Products Import and Export Corporation (CMP), a Chinese exporter of the subject fittings, and
SIGMA Corporation, a U.S. importer. On remand, Commerce determined CMP to be entitled to a separate rate that
it further found to be de minimis. Accordingly, CMP was excluded from the order. The antidumping duty order
continued in effect through January 2000 when it was revoked by Commerce during a five-year sunset review
because no domestic party responded to Commerce’s sunset review notice of initiation (65 FR 3661, January 24,
2000). Petitioners reported that the domestic industry decided not to participate in the sunset review because the
effectiveness of the dumping order had been significantly reduced by Commerce’s decision relating to CMP

(petition, p. 11).
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(2} the effect of imports of such product on prices in the United States
for like or directly competitive articles; and

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

As the petition in the subject investigation has alleged critical circumstances, the Commission is
directed under section 421¢i) (19 U.S.C. § 2451(1)) to:

(A} determine whether delay in taking action . . . would cause damage
to the relevant domestic industry which would be difficult to repair; and

(B) if the determination under subparagraph (A) is affirmative, make
a preliminary determination of whether imports of the product which is
the subject of the investigation have caused or threatened to cause
market disruption.

Information on the subject articles, the like or directly competitive domestic articles, and the U.S.
market for such articles is presented in Part I. Data pertaining to the volume of U.S. imports and the
question of rapidly increasing imports is presented in Parz JI. Information relating to the questions of
material injury, including U.S. industry data on capacity, production, shipments, inventories,
employment, and financial condition, is presented in Part 1II. Available information relating to the
question of the threat of material injury, including data on capacity, production, shipments, and
inventories of manufacturers in China, is presented in Part IV. The question of the causal relationship
between the alleged injury and imports, with information on U.S. market penetration of imports, imports
relative to production, and pricing, is presented in Part V. Additional information regarding efforts by
U.S. producers to compete and critical circumstances is presented in Part VI.

SUMMARY DATA

A summary of data collected in the investigation for DIWF is presented in appendix C, tables
C-1and C-2. U.S. industry data are based on the questionnaire responses of six firms that accounted for
all known U.S. production of DTWF during the period examined (i.e., 1998-2002, January-JTune 2002, and
January-June 2003). U.S. imports are compiled from responses to the Commission’s questionnaires.

THE SUBJECT PRODUCT

As described in the Commission’s notice of institution,® the product subject to this investigation
is cast pipe or tube fittings of ductile iron (containing 2.5 percent carbon and over 0.02 percent
magnesium or magnesium and cerium, by weight) with mechanical, push-on (rubber compression) or
flanged joints attached. Ductile iron waterworks fittings are used to join pipes, valves, and hydrants in
straight lines or to change, divert, divide, or direct the flow of water or sewage in municipal utility and
industrial piping systems. Included within this definition are fittings of all nominal diameters and of both
full-bodied and compact designs. The subject product is imported under statistical reporting number
7307.19.3070 of the Harmonized Tariff Schedule of the United States (HT'S). Products of China are
dutiable at a general rate of 5.6 percent ad valorem in 2003.

¥ Certain Ductile Iron Waterworks Fittings from China: Institution and scheduling of an investigation, 68 FR
54010, September 15, 2003; and petition, pp. 34.
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Excluded from the scope of the petition are (1) gray iron fittings; (2) grooved-end fittings or
grooved couplings (FHTS statistical reporting number 7307.19.3040); (3) threaded ductile iron fittings
(HTS 7307.19.3060); (4) “other” ductile iron fittings (HTS 7307.19.3085); (5) iron glands; and
(6) accessory packs for DIWF.

THE LIKE OR DIRECTLY COMPETITIVE DOMESTIC ARTICLE

In making determinations of what constitutes the domestic product like or directly competitive
with the imports subject to investigation, the Commission considers such factors as (1) the physical
properties of the article, (2) its customs treatment, (3) its manufacturing process (i.e., where and how it is
made), (4) its uses, and (5) the marketing channels through which the product is sold.® Information
regarding these factors is presented below.

Physical Properties and Uses

Waterworks fittings are used to join pipes, valves, and hydrants in straight lines and to change,
divert, divide, or direct the flow of raw or treated water (primarily in municipal water distribution
systems). Waterworks fittings are produced in a variety of shapes (e.g., bends, tees, crosses, elbows,
wyes, reducers, and adapters) and range in size from 2 inches to 64 inches in nominal diameter
(figure 1).1°

Figure 1
Typital ductile iron waterworks fittings
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Source: McWane, Incorporafed. Pipe Economy 91.

The standard material for conveying water and sewage in municipal utility and industrial piping
systems traditionally has been cast iron, which is available in essentially two forms--gray iron and ductile
iron."! Because ductile iron has proven to be a far superior material in terms of strength, ductility, and
corrosion resistance, it has, to a large degree, replaced gray iron as the material of choice for a significant
number of end users. Further, gray iron waterworks fittings (GIWF) are generally rated at not higher
than 250 pounds per square inch (PSI), compared with 350 PSI for ductile iron waterworks fittings."

® Certain Brake Drums and Rotors from China, Inv. No. TA-421-3, USITC Pub. 3622 (September 2003) at 8.
® 1993 CDIWF Final, p.1-5. Staff field trip notes, Union Foundry, Sept. 24, 2003.

" Staff field trip notes, Union Foundry, Sept. 24, 2003.

12 1993 CDIWF Final, p. 1-5.
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Waterworks fittings come in either full-bodied or compact designs, that differ primarily in size
and weight. Full-bodied fittings are bulkier, thicker-walled, heavier, and have a longer body design, or
lay length. Compact fittings have a shorter lay length and thinner walls; as a result, they weigh only
about half as much as comparably sized full-bodied fittings."> Although full-bodied ductile iron
waterworks fittings (FBDIWF) typically have the same use as CDIWF, conditions in which FBDIWF
must be used include "extra heavy duty applications,” such as water systems in earthquake zones, or
municipalities that have not updated their specifications to include CDIWF. Some municipalities that
have highly corrosive soils prefer full-bodied fittings because of their thicker watls.'

Each end of a waterworks fitting is designed so that it can be attached to a pipe, hydrant, valve,
or to another fitting with a mechanical joint, push-on joint, or flanged joint. Certain accessories are
required to complete the attachment. A mechanical joint requires the use of an iron gland, a styrene
butadiene rubber (SBR) gasket, and the requisite number of steel or iron T-head bolts and nuts to secure
the fitting to the pipe. Push-on joint waterworks fittings perform the same function as mechanical joint,
except that push-on fittings require only an SBR gasket to secure the fitting to the pipe. Flanged joints
require the use of a rubber gasket and the requisite number of bolts to secure one flanged jomnt to a
second flange or to a fitting or hydrant. Flanged joints are used to facilitate disassembly and reassembly.

In the early 1990s, the market for ductile waterworks fittings shifted from full-bodied ductile iron
fittings to compact ductile iron fittings becanse compact are less expensive to manufacture, easier to
install, and lighter in weight."> The most commeon sizes of ductile iron waterworks fittings (DIWF) sold
in the U.S. market are 4 inches, 6 inches , and 8 inches in nominal diameter.'® Fittings of 24 inches and
below account for more than 90 percent of the domestic market.”” Ductile iron waterworks fittings above
42 inches in nominal diameter are produced primarily for wastewater treatment plants and those over 36
inches in nominal diameter are a small segment of the U.S. market."®

All waterworks fittings and accessories must conform to standards set by the American
Waterworks Association (AWWA) and the American National Standards Institute (ANSI). Standards
established for CDIWF of ductile iron from 3 inches through 36 inches are provided for under
AWWA/ANSI standard C153/A21.53, and those for full-bodied waterworks fittings from 3 inches
through 48 inches made of either ductile or gray iron are provided for under AWWA/ANSI standard
C110/A21." AWWA/ANSI standards provide that both full-bodied and compact fittings can be used
with the same accessories, thus making them interchangeable with each other with respect to the
configuration of the joint.

Because all the subject waterworks fittings sold in the United States conform to AWWA/ANSI
specifications, domestic and imported products are generally recognized as interchangeable.”® End users
generally know the origin of the product being used because the specifications require the name of the
manufacturer to be cast on the product.

B,

14 Petition, pp. 4-5.

15 Staff field trip notes, Union Foundry, Sept. 24, 2003.
16 Conference transcript, p. 111 (Green).

17 Staff field trip notes, Union Foundry, Sept. 24, 2003.
®1d

19 A third type of waterworks fitting, ductile iron flanged fittings, is also covered in the AWWA/ANSI standard
ClIO/A2]. The most significant differences in the standards are the working pressure requirements and joint-type
requirements. The C110 standard for full-bodied fittings permits fittings to be rated at 230 PSI or 350 PSI,
depending on whether the fitting is a mechanical joint, push-on joint, or flanged joint. The C153 standard requires
all compact fittings to be rated for 350 PSI working pressure.

2 Staff field trip notes, Union Foundry, Sept. 24, 2003.
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Manufacturing Process

DIWF are manufactured by melting scrap iron, into which silicon and calcium carbide are added
to improve the iron base and reduce the sulfur content of the iron 10 0.15 percent or less. In addition,
magnesium is added to the molten iron to give the iron “ductile” properties.! The addition of
magnesium to the molten iron changes the chemical structure of graphite found in the iron from flake
form (as found in gray iron) to a spheroidal form. The changes resulting from the addition of magnesium
give the ductile iron twice the strength of gray iron.

The first stage of the manufacturing process consists of placing the raw materials in a cupola and
heating to 2 molten or liquid state.? For both gray iron and ductile iron fittings, a pattern is placed in a
flask and covered with green molding sand.” Each flask holds multipie compact fittings, but only one or
two full-bodied patterns. Sand is compacted around the pattern, which is then removed, leaving an
impression of the outside of the fitting.® The core is inserted into the molding cavity and a separate flask
containing an impression of the other half of the fitting is placed on top. The completed mold then
advances to the casting stage where molten iron in the cupola is poured into the assembled mold. Once
the castings have cooled, they are removed from the flasks and excess molding sand is removed. For
CDIWF, excess sand is removed on a continuous automated shakeout line.* The castings are then
further cooled, after which they undergo finishing, machining, and coating operations. Such finishing
operations may include shot-blasting the fittings to remove excess materials or irregularities, lining the
inside surface of the fitting with cement, and coating the fittings with bitumen, a tar-like substance that
prevents corrosion.

Marketing Channels

Information provided in response to the Commission’s questionnaires regarding producer and
importer sales by marketing channels is presented in table I-1. The vast majority of DIWF sold in the
United States, whether domestically produced or imported from China, are sold throngh waterworks
distributors or so-called “waterworks houses.” Waterworks houses account for more than 90 percent of
all DIWF sold in the United States. Only a limited quantity of DIWF are sold directly to contractors or
municipal or regional water anthorities.

Table I-1
DIWF: U.S. producers’ and U.S. importers’ commercial U.S. shipments, by channels of
distribution, 1998-2002, January-June 2002, and January-June 2003

* * & * * * *

The prominence of waterworks distributors in the distribution chain has evolved only since the
1980s. Previously, sales of waterworks fittings were generally made directly from the manufacturer to
the end user as part of the sale of water pipe.”® Currently, U.S. waterworks distributors number over 100
and generally handle the full spectrum of waterworks products, including iron glands, gland or accessory
packs, pipes, valves, fire hydrants, and other products. Most waterworks distributors are independent
firms, not owned by or affiliated with U.S. producers or importers of DIWF.

2 Petition, p. 5.
2 Electric induction furnaces are aiso used by the indusiry to melt iron.

B Green sand is composed of clay, sand, sea coal, and water. Green sand is used in the production of fittings
ranging from 2 inches to 36 inches in diameter. Fittings 36 inches in diameter and greater are produced using a resin
coated no-bake system.

2 A sand core is produced from a separate pattern to form the internal passages of the fitting.
5 1993 CDIWF Final, p. 1-5.
% 1993 CDIWF Final, p. 1.5,
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Customs Treatment

Table 1-2 presents current tariff rates for DIWF, which is provided for in HT'S subheading
7307.19.30. During 1998-2001, DIWF was imported under statistical reporting number 7307.19.3080, a
provision that included nonsubject ductile iron fittings. The product-specific category applicable to
DIWF (statistical reporting number 7307.19.3070) was added to the HTS in 2002.7

Table I-2
DIWF: Tariff rates, 2003
General® Special® Celumn 2!
HTS provision Article descriptiont Rates {percent ad valorem)
7307.19.3070 Tube or pipe fittings (for example, couplings,
elbows, sleeves) of iron or steel:
Other cast fittings:
N Free
Dugctile fittings: 56 1.4% (JO) 45.0

Other, with mechanical, push-on .

{rubber compression) or flanged joints

attachad

' An abridged description is provided for convenience; however, an unabridged description may be oblained from the
respective headings, subh&adings, and legal notes of the HTS.

2 Normal trade relations, formerty known as the most-favored-nation duty rate, applicable to imports from China.

3 Free rate applies to eligible goods under the Generalized System of Preferences (leasi-deveioped beneficlaries onlyj,
Alfrican Growth and Opportunity Act, Caribbean Basin Economic Recovery Act, Andean Trade Preference Act, Automotive
Products Trade Act, Israsl Free Trade Agreement, and NAFTA-originating goods of Canada and Mexico. The raduced “JO" rate
is a concession staged rate under the U.S.-Jordan Free Trade Agresment,

* Applies to imports from a small number of countries that do not enjoy normal trade relations duty status.

Source: Hammonized Tariff Schedule of the United States (2003).

DOMESTIC LIKE OR DIRECTLY COMPETITIVE PRODUCT CONSIDERATIONS

As previously noted, products excluded from the scope of this investigation are (1) gray iron
fittings;* (2) grooved-end fittings or grooved couplings;” (3) threaded ductile iron fittings;® (4) “other”

2 Petition, p. 16, fn. 14.

2 During the 1993 antidumping investigation of CDIWF, the Commission determined that compact gray iron
waterworks fittings were included in the domestic like product. In response to the Commission’s producers’
questionnaire in this investigation, no U.S. producer reported production of GIWF. Petitioner also has noted that
gray iron fittings are not manufactured in any significant quantities in China and are not exported to the United States
from China. Petition, p. 3, fn, 2. U.S. importers reported limited amounts (2,000-4,000 short tons) of GWIF from
all sources during the period of investigation.

* The majority of grooved-end fittings or grooved couplings are used in plumbing or fire protection applications
involving pipes with relatively small diameters. As such, petitioner argued that grooved fittings and DIWF have
distinct physical characteristics and end uvses and do not compete with each other. Petition, p. 3, fn. 2.

3 Threaded ductile iron fittings are used in applications that are distinct from the applications in which DIWF are
used. These products are used in gas line applications involving smaller diameter pipe as compared to waterworks
applications. Id.
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ductile iron fittings;*' (5) iron glands; and (6) accessory packs for DIWF." No party has argued that
these products be included in the domestic product that is like the imported product.

During the critical circumstances phase of this investigation, counsel for U.S. importer, Pipeline
Components, Inc. (PCI) argued that small (30 inches nominal diameter (ND) or less) and large (36 inches
ND or greater) DIWF are separate like products.® Counsel argued that (a) size differences preclude the
substitution of one size range for the other in project applications; (b) different production processes are
used for the products (small DIWF using “green sand” and large DIWF using “resin-coated no bake
system’); (c) there are different end uses (small predominately in water and sewer lines in subdivision
developments and large in water and sewage treatment plants); and (d) different channels of distribution
(small to waterworks house distributors and large to specialty contractors).>

Petitioner argued that (a) all DIWF comply with the same AWW A/ANSI standards; (b) all are
produced in similar manufacturing facilities with a significant degree of overlap among the types of
machinery used; (c) all DIWF are used as connections to change water direction or accommodate
increase/decrease system diameters; and (d) all are sold principally through distributors.*

For purposes of its critical circumstances determination, the Commission found that domestically
produced DIWF are like the imported Chinese DIWF.* Respondents did not contest this finding during
the market disruption phase of this investigation.

Also during the critical circumstances phase of this investigation, counsel for PCI argued that the
U.S. market for DIWF is segmented into small and large markets, with no significant presence by the
petitioning companies in the large size segment.”’ Information regarding U.S. shipments by producers
and importers, by sizes and types of DIWF, are presented in table I-3, figure I-1, and appendix D, table
D-1. These data indicate that small diameter (30 inches ND and less) DIWF accounted for approximately
89 percent of U.S. commercial shipments during the period examined, and that U.S.-produced products
accounted for the principal shares of the markets by size: *** percent of small diameter and *** percent
of the large diameter (greater than 30 inches ND) DIWF markets.®® Imports from China accounted for
**+* percent and imports from all other sources accounted for *** percent of the large diameter market.
With respect to DIWF types, sales of compact fittings increased during the period examined, averaging
two-thirds of total shipments of DIWF (based on quantity of short tons). See figure I-2.

Table I-3
DIWF: U.S. commercial shipments of domestically produced and imported products, by sizes and
types, shares based on quantity, 1998-2002, January-June 2002, and January-June 2003

* £ x* * % * *

3 Petitioner noted that it is uncertain of the precise nature of the HTS category of this product, but believes that
such product could include either flanges or iron glands. Neither of these products (or any other product that could
be possibly classified under that subheading) is used in the waterworks applications in which DIWF are used. /d.

32 Unlike the 1993 antidumping investigation, petitioner did not include these products in the scope of the petition
for this investigation. Petitioner noted that “(s}ince the time of the Commission’s prior Title VII investigation in
1993, the marketing of those products has changed such that iron glands and accessory packs are now sold separately
from DIWF and are now regarded as a distinct product from DIWF and, as such, should not be considered a product
that is like DIWF.” Id.

3 Postconference brief of Neville Peterson, pp. 16-17.
M1
3 Petitioner’s postconference, pp. 5-7.

3 Certain Ductile Iron Waterworks Fittings From China (Inv. No. TA-421-4 (Critical Circumstances Phase),
USITC Publication No. 3642 (October 2003), p. 5.

¥ Postconference brief of Neville Peterson, pp. 13-15.
3 U.8. producers *** reported shipments of large diameter DIWF.
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Figure i-1
DIWF: U.S. commercial shipments by sizes, shares of total based on quantity, 1998-2002, January-
June 2002, and January-June 2003

* * * * * * *

Figure i-2
DIWF: U.S. commercial shipments by types, shares of total based on quantity, 1998-2002,
January-June 2002, and January-June 2003

s * * * * * *

THE U.S. MARKET
U.S. Producers

Questionnaires were sent to the five firms listed in the petition and to two additional firms that
the Commission had reason to believe produced DIWF during the period of investigation. Table I-4
presents U.S. producers’ plant locations, positions on the petition, and shares of total reported U.S.
production in 2002.

Petitioners

McWane International was established in 1992 to promote the sale of ductile iron pipe, valves,
and fittings on a worldwide basis. McWane is a leading producer of these products in the United States
and Canada ®

Clow Water Systems Co. (Clow) is a wholly owned subsidiary of McWane, Inc., with
manufacturing interests in pipes, fittings, waterworks valves, and fire hydrants.*® Clow has its corporate
offices in Oak Brook, IL, and produces pressure pipe and waterworks fittings at its production facility
located in Coshocton, OH. Clow produces DIWF ranging from 2-36 inches ND and in bend and tee
shapes. DIWF accounted for *** percent of its total sales in the facilities where DIWF is produced
during 2002.

¥ Companies operated and products produced by McWane Intemnational (hitp://www.mcwaneinternational.com/)
are as follows: Amerex Corporation - fire extinguishers; Atlantic States Cast Iron Pipe Co. - AWWA Ductile Iron
Pipe; Bibby-Ste-Croix - AWWA Ductile Iron Pipe & ASTM Soil Pipe & Fittings; Canada Pipe Company - AWWA
ISO 2531/BSEN545 Ductile Iron Pipe; Clow Canada - AWWA Valves and Fire Hydrants; Clow Water Systems -
AWWA Ductile Iron Pipe & Fittings; Clow Valve Corporation - AWWA-UL/FM Valves & Fire Hydrants; Kcnnedy
Valve - AWWA-UL/FM Valves & Fire Hydrants, BS 5163 Valves and DIN 3352 Valves; Manchester Tank -
Pressure Vessels; McWane Cast Iron Pipe Co. - AWWA ISO 2531/BSEN545 Ductile Iron Pipe; M&H valve
Company - AWWA Valves & Fire Hydrants; Pacific States Cast Iron Pipe Co. - AWW A Ductile Iron Pipe; Tyler
Pipe - AWWA Ductile Iron Fittings & Accessories & ASTM Soil Pipe & Fittings; Union Foundry Company -
AWWA Pipe, Fittings & Accessories; Wade Drains, Division of Tyler Pipe - Floor and Roof Drains & Accessories.

® “Clow Water Systems Company, a division of McWane, Inc., manufactures ductile iron pipe and fittings from a
modern foundry located in Coshocton, Ohio. Clow produces ductile iron pipe in sizes 6"-30" according to AWWA
standard C-151. Also, we produce flange, compact and MJ fittings according to AWWA standards C-110 and C-153
nationwide to plant contractors who construct water and wastewater treatment plants and pumping stations.”
Retrieved from Clow’s website http://fwww.clowwatersysterns.com/about.htin on September 16, 2003.
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Table |-4
DIWF: U.S. producers, their positions on the petition, plant locations, ownership, and shares of

production, 2002
Share of total
Position on reported U.5.
Firm petition Plant location(s) Related companies production
American Cast Iron Pipe Co. b Birmingham, AL Intercast/Brazil e
Griffin Pipe Products Co." o Cowners Grove, IL | Amsted Industries/ il
100%
McWane, Industries Support/ Coshocton, OH; Clow Water Systems by
Petitioner Tyler, TX; Anniston, |Tyler Pipe e
AL Union Foundry b
U.S. Pipe and Foundry Co. - Chattanooga, TN Walter Industries, e
Inc./Parent Company
! Griffin ceassad its U.S. production of DIWF during 1999.
Source: Compiled from data submitted in response to Commission questionnaires.

Tyler Pipe Industries (Tyler) is the largest U.S. producer of DIWF, accounting for *** percent of
U.S. production of such products in 2002.* It is also owned by McWane through Ransom Industries, LP
a holding company. During the period for which information was requested, Tyler or its related or
affiliated companies produced ductile and gray iron waterworks fittings, iron glands, SBR gaskets,
watermain pipe, fabricated pipe, tapping sleeves, municipal castings, retainer glands, valve and service
boxes, and grooved and swivel hydrant fittings. Tyler produces DIWF ranging from 3-24 inches ND and
in all standard shapes (bends, tees, reducers, sleeves, etc.). DIWF accounted for *** percent of its total
sales in the facilities where DIWF is produced (south plant) during 2002.

Union Foundry Co. (Union) is also owned by McWane through Ransom Industries, and produces
DIWF at its manufacturing facility located in Anniston, AL. Union produces DIWF ranging from 3-24
inches ND and in all shapes (bends, tees, reducers, sieeves, etc.). About **¥ percent of the value of
Union’s total sales in the facilities where DIWF is produced during 2002 were accounted for by the
subject product.

L3

“ Currently Tyler Pipe has foundries in Texas and Pennsylvania, and coupling/gasket production facilities in
Missouri and California. Retrieved from Tyler’s website http-/fwww.tylerpipe.com/ on September 16, 2003,

I-10



Non-Petitioning Firms*

American Cast Iron Pipe Co. (ACIPCO) produces DIWF at its plant in Birmingham, AL.®
ACIPCO produces a complete line of 14" through 64" ductile iron pipe and fittings. It recently
purchased the foundry owned by Mid-American Casting Corporation in Pryor Creek, OK.* ACIPCO
produces DIWF ranging from 14-64 inches ND and in all shapes (bends, tees, reducers, sleeves, etc.).
DIWF accounted for *** percent of its total sales in the facilities where DIWF is produced during 2002.

Griffin Pipe Products (Griffin) is a wholly owned subsidiary of Amsted, Industries, Inc.*® The
firm produced compact and full-bodied DIWF through 1999. Tn 2000, *¥* %

U.S. Pipe and Foundry Co. (U.S. Pipe), a subsidiary of Walter Industries, Inc., produces DIWF at
its production facility located in Chattanooga, TN.* T1.S. Pipe typically seils waterworks fittings in
conjunction with the sale of waterpipe. U.S. Pipe produces DIWF ranging from 3-64 inches ND and in
all standard shapes (bends, tees, reducers, sleeves, etc.). DIWF accounted for *** percent of its total
sales in the facilities where DIWF is produced during 2002. LS. Pipe also reported that it *** %

U.S. Importers

Eleven U.S. importers accounted for all known imports of DIWF from China and nonsubject
sources during the period examined. A list of importers providing useable information to the
Commission, their U.S. imports, and shares of total imnports during 2002, is presented in table I-5. Two
companies, SIGMA and Star, accounted for the vast majority of total imports from China (*** percent).

Table |-5
DIWF: U.S. importers, U_S. imports, and shares of total U.S. imports, by sources and firms, 2002

* * * * * * *

* Russell Pipe & Foundry (Russell) produced DIWF during the Commission’s 1993 investigation, but the firm
ceased DIWF production during 1992.

® “Founded in 1905, ACIPCO is one of Birmingham's oldest companies and is the largest manufacturing
employer in the city. It employs 3,000 workers in 16 facilities in the United States. ACIPCO manufactures a
diversified product line for the waterworks, capital goods, and energy industries. Products manufactured in the
company include ductile iron pipe and fittings, fire hydrants, valves, fire truck pumps, centrifugally cast steel tubes,
static castings and fabricated assemblies, ERW steel pipe, and spiral-welded steel pipe. The ACIPCO plant facility
covers more than 2,000 acres. Total employment is approximately 3,000 employees. ACIPCO is a privately held
Company and operates as a beneficial trust with both employees and customers as beneficiaries.” Retrieved from
ACIPCO’s website http://www.acipco.com/fortune 100.cfm on September 16, 2003.

“ ACIPCO recently purchased the assets of a foundry in Pryor Creek, OK. The former company predominantly
made OEM parts for commercial and agricultural equipment components. ***, In an ¢-mail message to the
Commission, *** states, “***” E-mails dated October 1, 2003, and October 9, 2003.

“ AMSTED Industries is a diversified manufacturer of industrial components serving primarily the railroad,
vehicular, and construction and building markets. Retrieved from Amsted's website
http:/fwww.amsted. com/companyinfo.asp on September 16, 2003,

%135, producer questionnaire response.

1.8, Pipe manufactures a complete range of Ductile Iron Pipe, Fittings, Valves, and Hydrants for the

transmission and distribution of water and the collection and pumping of wastewater. Pipe and fittings are produced
in sizes from 4" to 64" diameter and valves from 3" through 60" sizes. Retrieved from U.S. Pipe's website

http://www.uspipe.com/custom/history htm on September 16, 2003,
% U1.S. producers questionnaire response, section II-2.
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Apparent U.S. Consumption

Table 1-6 presents apparent U.S. consumption of DIWF for the period examined. See Part V for

an analysis of demand trends.

E\gi::l-gpparent U.S. consumptlon, 1998-2002, January-June 2002, and January-June 2003
Calendar year January-lune
Item 1998 1999 2000 2001 2002 2002 2003
Quantity (short fons)
U.S. producers’ shipments o - n . rex ok U
U1.S. shipments of imports from--
China e e 14,324 20416 23,010 11,174 12,233
All other sources - b i b e i b
Total UJ.S. shipments of
imports . . cer war . - e
Apparent consumption 116,237 | 123,039] 125756| 127,712] 131,110 65,048 68,244
Value ($1,000)
U.S. producers' shipments e b - - e hide .
U.S. shipments of imports from—
China et bl 29,138 37.897 40,919 20,989 21,714
All other sources e e o . e - e
Total U.S. shipments of
imports om o e - o e wan
Apparent consumption 220,712 | 230,622 | 236,778 | 247,058| 241,924 | 122,585| 119,818

Source: Compiled from data submitted in response to Commission questionnaires,
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PART II: THE QUESTION OF RAPIDLY INCREASING U.S. IMPORTS

U.S. IMPORTS

Because the subject products were imported under a “basket category” during most of the period
of investigation, import data are based on the questionnaire responses of 11 U.S. importers of DIWF
from China and other nonsubject sources. Data regarding U.S. imports of DIWF are presented in table
II-1 and imports from China are graphically depicted in figure II-1.

ET\?J::";}.S. imports, by sources, 1998-2002, January~June 2002, and January-June 2003
Calendar year January-June Period changes'
1998- | 1998- | 1999- | 2000- | 2001- I;t;)r;n
Source 1988 1999 2000 2001 2002 | 2002 | 2003 | 2002 | 1999 | 2000 | 2001 (2002 | 2003
Quantity {short tons) {Percent, except where noted)
China e =1 14,768| 24,404} 25070| 13,772| 14,022 ek ik | 652 27 1.8
Other sources N . - e . - ok N . . R s,
Total e . e hon - P e an o e Y wen
Value (1,000 dolfars)?
China bl 14,124 22,211} 22,656 12,387] 11,758 e el =l 573! 20 -51
Other sources b b b i o b o i it i e B
Total vk - ek . i . ok . s . S .
Unit value {per short ton)?
China i el 956 910 904 899 839 i ik == 48! 07| -68
Other sources o . . - . o . ane . W | s
Average . . . e . . e sk e . U - -
Share of quantity {percent)
China? e wwn ik ek o e ok s ek was PUDY .
Other sources? " . - P . e e e ek . Y .
Total . e . . awn . . ek N Sk [ L e
Share of value (percent]
Chinaz E ek wirk LE 1) dedok LY Ak dekee L2t o dhk ok sk
Other solrces? e i - e - ik i e o o e b
Total wick ras . an . s wohn . . . Y sk
! period changes are in percentage points.
Z Landed, duty-paid.
3 Not applicable.
Source: Compiled from data submitted in response to Commission guestionnaires,
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Figure 11-1
DIWF: U.S. imports from China, 1998-2002, January-June 2002, and January-June 2003

* * * * ¥ * *

Monthly import statistics for Jahuary-October 2003 (the period of time that imports would have
been properly classified and reported in the discrete DIWF HTS category) are presented in table
1-2 and figure II-2. However, official imports statistics continue to be understated, with discrepancies

between official statistics and questionnaire responses for the period January-June 2003, as follows:

*

*

*

*

*

*

*

E?Hl:;:: "l-\:onmhr U.S. imports, by sources, January-October 2003, and the six-month period January-June 2043
Jan.-
Calendar year 2003 Jun.
Source Jan, Feb. Mar. Apr. May Jun. Jul. Aug. Sept. Oct. 2003
Quantity {short tons)
China 1,875 1,437 1,649 2,185 2,678 2,225 2,787 2,873 2,753} 2,859 12,049
India 286 427 403 535 677 738 704 691 560 463 3,086
Mexico 205 231 343 706 718 184 397 207 3n 0 2387
Brazil 0 0. 15 58 105 30 132 189 20 356 209
Kotrea 65 90 161 303 131 169 90 133 70 213 919
Al other 1 51 41 0 16 3 1 13 0 127 113
Subtotal .
nonsubject 567 799 964 1,602 1,648 1,124 1,323 1,232 2961| 1,159 6,693
Total 2,431 2,235 2,613 3,787 4327 3,349 4111 4,105 3,713} 4,018] 18,742
Landed, duty-paid value (1,000 dollars)
China 1,810 1,286 1,507 1,831 3,745 2,421 2,495 2,542 24911 2,349] 12,601
India 252 369 335 452 553 603 608 568 479 398 2575
Mexico 365 407 578 1,036 1,139 448 717 341 553 v, 3,973
Brazit 0 0 15 47 83 24 109 151 16 278 169
Korea 104 137 257 412 210 267 139 204 108 407 1,385
Ali other 14 66 35 0 15 24 9 27 8 271 154
Subtotal
nonsubject 736 979 1,219 1,957 2,000 1,364 1,582 1,292 1,163] 1,354 8,256
Total 2,546 2,266 2,726 3,788 5,746 3,785 4077 3,833 3,654 3,703| 20,856

Table continued on next page.
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Table 11-2

DIWF: Monthly LS. imports, by sources, January-October 2003, and the six-monih period January-June 2003

Jan.-
Calendar year 2003 Jun.
Source Jan. Feb. Mar. Apr. May Jun. Jul. Aug. Sept. | Oct. 2003
Unit value (per short ton)
China $965 $895 $914 $838| $1,398| $1,088 $895 $885 $905] $822| $1,046
India 883 865 830 865 817 816 864 822 855 860 840
Mexico 1,783 1,761 1.684| 1,467 1,586 2438| 1,805 1,648 1,779 " 1,664
Brazil " M 974 814 793 778 832 801 786 780 810
Korea 1,599 1,523 1,693] 1,359 1,596 1,579 1,548 1,542 1,545] 1,910 1,507
All other 13,091 1,293 836 " g20| 8,089| 12,276| 2,027 33,198] 2,134 1,362
Subtotal
nonsubje
ct 1,322 1,226 1,264 1,222 1.214 1,214 1,196 1,048 1,210] 1,188 1,233
Average 1,047 1,013 1,043 1,000 1,328 1,130 992 8934 984 922 1,113
Share of quantity (percend
China 771 64.3 63.1 57.7 61.9 66.4 67.8 70.0 74.1 711 64.3
India 1.7 19.1 15.4 141 15.7 22.0 17.1 16.8 15.1 1.8 16.4
Mexico 8.4 10.3 131 18.7 16.6 55 9.7 5.0 84 0.0 12.7
Brazil 0.0 0.0 0.6 1.5 24 0.9 32 486 0.5 g9 11
Korea 2.7 4.0 6.2 8.0 3.0 5.0 2.2 3.2 1.9 53 4.9
All other 0.0 2.3 1.8 0.0 0.4 0.1 0.0 0.3 0.0 3.2 0.6
Subtotal
nonsubject 22.9 35.7 369 42.3 38.1 336 322 30.0 25.9| 28.9 357
Total 100.0 100.0] 100.0| 100.0 100.0 10001 1000 100.0 100.0] 100.0 100.0
Share of value (percent)
China 7141 56.8 55.3 48.3 65.2 64.0 61.2 66.3 68.2| 634 60.4
india 9.9 16.3 12.3 12.2 9.6 159 14.9 14.8 13.1 10.7 12.3
Mexico 144 18.0 21.2 27.3 19.8 11.8 17.6 89 15.1 0.0 18.0
Brazil 0.0 0.0 0.6 1.2 1.4 08 27 3.9 0.4 75 0.8
Korea 4.1 6.0 9.4 10.9 37 7.0 34 53 29 1Mo 6.6
All other 06 29 1.3 0.0 0.3 0.6 0.2 0.7 0.2 7.3 0.7
Subtotal
nonsubject 28.8 43.2 44.7 51.7 34.8 36.0 38.8 337 31.8f 366 38.6
Total 100.0 100.0 100.0] 100.0 100.0 1000 1000 100.0 100.01 100.0 100.0
! Not applicable.

Source: Compiled from official Commerce statistics for HTS item 7307.19.3070.

-3



Figure H-2
DIWF: Monthly imports, by sources, January-October 2003
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PART III: THE QUESTION OF MATERIAL INJURY

The information in this section of the report was compiled from responses to questionnaires of
the U.S. International Trade Commission. Four firms, which are believed to account for virtually all U.S,
production of DIWF during the period examined, supplied information on such operations. These four
firms include the petitioner, McWane, as well as, ACIPCO, Griftin, and U.S. Pipe. The majority of data
presentations in this part of the report provide information on the U.S. industry as a whole. Company-by-
company data are presented in appendix E.'

U.S. PRODUCTION, CAPACITY, AND CAPACITY UTILIZATION

Table HI-1 presents data (graphically presented in figure 1II-1) concerning capacity, production,
and capacity utilization for domestic manufacturers of DIWF.

Table Nll-1
DIWF: U.S. production capacity, production, and capacity utilization, 1998-2002, January-June
2002, and January-June 2003

* * * * # * *

Figure 1il-1
DIWF: U.S. production capacity, production, and capacity utilization, 1998-2002, Janyary-June
2002, and January-June 2003

* * * % * * *

U.S. PRODUCERS’ U.S. SHIPMENTS, EXPORT SHIPMENTS, AND INVENTORIES

U.S. producers’ shipments of DIWF are presented in table -2 and inventories are shown in
table IIJ-3. Industry witnesses have testified that high levels of inventory {(about a four-month supply) are
typically maintained because “our service levels are such that 95 percent of the time we will deliver to a
customer his order complete, every item, every line item, within five days of when he places that order.™

Table -2
DIWF: U.S. producers’ shipments, by types, 1998-2002, January-June 2002, and January-June
2003

Tabie fii-3
DIWF: U.S. producers’ end-of-period inventories, 1998-2002, January-June 2002, and January-
June 2003

! As reported in Part I, Griffin did not produce subject product after 1999.
* Conference transcript, p. 112 {Green).
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IMPORTS AND OTHER PURCHASES BY U.S. PRODUCERS

Table I[II-4 presents data, as reported by U.S. producers, on their imports, purchases of U.S.
imports, and other purchases of DIWF. Generally, firms reported that they import or purchase DIWF in
order to supplement their product line or inventory.’

Table lI-4

DIWF: U.S. producers’ direct imports, purchases of U.S. imports, other purchases, and ratios to
production, by sources, 1998-2002, January-June 2002, and January-June 2003’

* * * * * * *

U.S. EMPLOYMENT, WAGES, AND PRODUCTIVITY

All four firms that produced DIWF were able to supply employment information related to their
U.S. establishments in which the subject product is produced. The data are shown in table I11-5.

Table IN-5
DIWF: U.S. producers’ employment-related indicators, 1998-2002, January-June 2002, and
January-June 2003

Calendar year January-June
Iitem 1998 1999 2000 2001 2002 2002 2003

Production and related workers '

(PRWSs) 1,118 1,234 1,118 1,151 1,078 1,158 1,017
Hours werked by PRWs (1,000 hours) ok i il e - ex ox
Wages paid to PRWSs (1,000 dollars) vt war e i wuw i e
Hounly wages $16.43] $17.44] $18.18] $1845] $18.62] $1865] $18.48
Productivity (fons produced per 1,000

hours) 358 36.8 401 349 40.2 396 404
Unit labor costs (per ton) $458.40 | $473.39 | $453.70 | $527.91 | $463.01| $470.53 | $457.67
Source: Compiled from data submitted in response to Commission questionnaires.

FINANCIAL EXPERIENCE OF U.S. PRODUCERS
Background

The financial data of the DIWF operations of four U.S. producers are reflected in this section of
the report: ACIPCO, Griffin, McWane, and U.S. Pipe. The majority of producers reported their
financial results on a calendar-year basis using U.S. generally accepted accounting principles (GAAP).
Griffin reported on a fiscal-year basis ending September 30. U.S. Pipe revised its data to reflect calendar
years for all annual periods. Griffin, ¥**, stopped DIWF operations in 1999 and is therefore not reflected
in subsequent periods.

* Producer questionnaire responses, section H-13; and Nov. 5, 2003, telephone interview with #¥*,
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McWane’s financial results represent the combined operations of Clow, Tyler, and Union with
eliminations for transfers.* U.S. Pipe’s operations represent ¥** > ACIPCO and Griffin each have
operations at a single foundry. The separate operations of each company/plant are presented in appendi:
E. The financial results of Tyler, Union, and U.S. Pipe were verified by Commission staff. Changes in
reported data resulting from these verifications are reflected in this and other relevant sections of the sta
report.

Operations on DIWF

Income-and-loss data for U.S. producers are presented in table [I1-6 and on a unit basis in table
1I-7. Table III-8 and table NI-8A present selected company-specific data as referenced in this section o
the report. Table I1I-9 presents a variance analysis of the financial results.

Table Itl-6
DIWF results of U.S. producers’ operations, fiscal years 1998-2002, January-June 2002, and
January-June 2003

Table llI-7
DIWF results of U.S. producers’ operations {per short ton), fiscal years 1998-2002, January-June
2002, and January-June 2003

* * #* * L % *

Table 111-8
DIWF: Selected financial information of U._S. producers’ operations, fiscal years 1998-2002
January-June 2002, and January-June 2003

* * * % * * *

Table IlI-BA
DIWF: Detailed information for COGS of U.S. producers’ operations {per short ton), fiscal years
1998-2002, January-June 2002, and January-June 2003

* * * * * * *

Table lll-9
DIWF: Variance analysis of financial results, fiscal years 1998-2002, January-June 2002, and
January-Jjune 2003

4 ko
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Throughout the period McWane represented the largest share of sales (reported by U.S.
producers) in terms of both volume and value. The facilities where DIWF are produced include the
production of other products which represent varying degrees of importance in terms of each plant’s total
sales.® With respect to the DIWF sold by individual producers, differences in product mix are evident in
the reported information.” As shown in table ITI-8 and III-8A, *** consistently had the *** unit revenue
and average unit cost of goods sold (COGS), while McWane had the ***. This appears to be due in part
to the DIWF sizes sold: ACIPCO and U.S. Pipe reportedly produce and sell larger diameter fittings,
while McWane concentrates on smaller diameter fittings.® °

As shown in table II-8 and ITI-8A , the financial results of the U.S. DIWF producers reflect
different patterns in terms of the level and magnitude of operating income and/or operating losses. In
addition to company-specific cost structures and product mix, the reported financial results also appear to
reflect basic differences in operating structures.

ACIPCO generated *** to cover its allocated selling, general, and administrative (SG&A)
expenses. ACIPCO’s ratio of SG&A expenses to DIWF sales is *#* which appears to be in part due to
the fact that it is an employee-owned company. Pursuant to clarification regarding what items should not
be included in SG&A, the company ***.'° An ACIPCO company official also stated that the company
views DIWE *#* 11

McWane's overall allocated SG&A expenses were ¥**, As noted in a previous section of this
report, McWane acquired Tyler in 1995.1% In 2001, #**. %k 12 dokx_

While overall costs for McWane were characterized by company officials as generally stable, the
company did experience ***. Raw material costs also fluctuated somewhat.** ***, As shown in tables
I11-10 and II-11, McWane recognized consistent capital expenditures throughout the period which were

seokk 15

U.S. Pipe generated DTWF *** which appear to be due to several related causes. #*%, *#% 16
Hesfeag

& #++  October 29, 2003 fax from *+*, ACIPCO.

? For example, ***. At the conference, McWane officials indicated that in general both the range of production
and products sold were about the same from year to year. Conference transcript, p. 99 (Waugaman). Given the
relatively wide range covered by the scope of this investigation, a variance analysis is less meaningful than if the
products were homogenous. Despite this limitation, a variance analysis is presented in table III-9.

# Conference transcript, pp. 178-179 (Saha).

J ek

10 %%+ October 1, 2003 telephone interview with ***, ACIPCQ, #**,
1 October 1, 2003 telephone interview and October 29, 2003 fax from ***, ACIPCO.

12 geus

13 e

14 A McWane company official stated that . . . {t}wo years ago, electric prices were very high, but scrap steel
was at a historical level, Electrical prices on a unit basis have come down. Scrap steel prices have gone up. Natural
gas is cyclical. Some years it will be very high. Some years it will be very low . . . {i}n the last year we've seen a
pretty good increase on the scrap steel prices, but overall our costs are relatively stable for the period of time in this
investigation.” Conference transcript, pp. 132 and 133 (Green).

15 #

16 *xx part of U.S. Pipe’s overall operations which is itself part of the Industrial Products segment of Walter
Industries. U.S. Pipe’s primary product is ductile iron pipe which is produced at four plants. Fittings are currently
produced at a plant in Chattanooga, TN where valves and hydrants are also produced. As noted previously, until the
first quarter of 2003, fittings were also produced by U.S. Pipe at a plant in Anniston, AL.
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Capital Expenditures, Research and Development Expenses, and Investment in Productive Assets

The responding producers’ data on DIWF capital expenditures, research and development (R&D)
expenses, and the original cost and book value of property, plant, and equipment are shown in table III-
10. Table III-11 presents safety and environmental-related capital expenditures.

McWane reported ***. McWane’s relatively large capital expenditures have been characterized
as part of a modernization program after a period in which the company’s previous ownership reportedly
did not reinvest in the DIWF operations.” ***2 The capital expenditures reported by ACIPCO
fluctnated, but were generally only somewhat higher than reported depreciation.

Tabie fii-10

DIWF operations: Capital expenditures, research and development {(R&D) expenses, and overall
value of property, plant, and equlpment for fiscal years 1998-2002, January-June 2002, and
January-June 2003

Table llI-11
DIWF operations: Safety and environmental-reiated capital expenditures for tiscal years 1998-
2002, January-June 2002, and January-June 2003

®. * * #* * * *

In several periods, environmental and safety-related capital expenditures represented the majority
of total expenditures. ***. ACIPCO was the ***. McWane indicated that *** R&D expenses because
the product is mature and is produced to standard product specifications.

Capital and Investment

The Commission requested U.S. producers to describe any actual or anticipated negative effects
due to imports of DIWF from China on their growth, investment, and ability to raise capital or
development and production efforts (including efforts to develop a derivative or more advanced version
of the product), or the scale of capital investments. Their responses are presented in appendix F.

17 calek

1B ook

¥ %% October 7, 2003 e-mail from ***, (1.8, Pipe. U.S. Pipe’s *¥*. Qctober 13, 2003 e-mail from ***, U.S.
Pipe.

#* A McWane company official stated “{w }e see that pretty regularly prior to acquisition, that the previous
owners that would be losing money would not have the access to capital to make the necessary investments to stay in
that business, so when we purchased these facilities we put the necessary capital amount that we believe was required
in to grow and strengthen the business, versus just harvest it and watch it die.” Conference transcript, pp. 98-96
(Green). The acquisition being referenced was McWane’s purchase of Tyler in 1995, #**.

3 October 1, 2003 telephone interview with ***.
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PART IV: THE QUESTION OF THREAT OF MATERIAL INJURY
THE CHINESE INDUSTRY AND MARKET

The Commission sent foreign producer questionnaires to 48 firms identified in the petition and
internet searches. Fourteen producers completed the Commission’s questionnaire for their production
operations in China, 7 additional exporting firms provided information, 14 firms stated they did not
produce or export the subject products, and 13 firms did not respond to the Commission’s questionnaires.
The Chinese manufacturers and exporters, and their production and exports to the United States during
2002, are presented in table IV-1.

Table V-1
DIWF: Chinese manufacturers and exporters, U.S. importing firms, production in China, and
exports to the Unlited States, by firms, 2002

* % & * * * #*

Information with respect to the DIWF operations of manufacturers/exporters in China were
provided by counsel for the Chinese respondents. The data were reported for only DIWF produced to
AWWA/ANSI standards, as no ISO-standard products manufactured by the Chinese producers are sold in
the U.S. market.’ In addition, AWWA-standard DTWF are not sold for use in the home market in China.?
Data on the Chinese industry for DIWF provided by manufacturers in China are presented in table IV-2.
Chinese capacity, production, and capacity utilization are graphically presented in figure IV-1.

U.S. IMPORTERS’ INVENTORIES
Data on U.S. importers’ inventories of DIWF are presented in table IV-3.
U.S. IMPORTERS’ CURRENT ORDERS

Through the Commission’s questionnaire, U.S. importers were asked whether they had arranged
for the importation of the subject DIWF fittings from China for delivery after June 30, 2003. All
importers (eight firms) of subject product from China responded in the affirmative, with firms reporting
that they plan to take delivery of an estimated 12,705 short tons of DIWF during the remainder of 2003.
Table V-4 provides available semi-annual information (January-June 2002-2003, July-December 2002,
and arranged July-December 2003) on subject imports from China for the eight importers.

! Counsel for SIGMA has reported that DIWF produced to ISO standards cannot be sold in the United States
because of safety, compatibility, and interchangeability issues. SIGMA postconference brief, p. 16.

2 Chinese respondents’ postconference brief, attachment A, answer E. 1.

V-1



Table V-2

DIWF: Chinese production capacity, production, shipments, and inventories, 1998-2002, January-
June 2002, January-June 2003, and projected 2003-04

Actual experience Projections
January-June
Item 1998 1999 2000 2001 2002 2002 2003 2003 2004
Quanthty {short tons)
Capacity e e +| 34,612| 36,568 19,759 185546 34,043 | 34,043
Production - bl b 25,410 26,637 15,264 12,21 21,908 21,559
End of pericd inventories il - bl 2,192 2,823 1,925 1,363 2,130 2,671
Shipments:
Intarmal consumption e i il 0 0 0 0 0 0
Home market bl i e 0 0 0 0 0 ¢
Exports to--
The United States e b *+| 23,668| 24,658 14,870 13,022 21,289 19,663
All other markets - . s e . s e eve
“Total exports . s o son e . i . .
Total shipments vex . e - U o - i
Value ($1,000)
Exports to the United States - | ~| 15785| 18e02| o758 sa0a| 1a0s2| 13144
Unit value (per short ton)
Exports to the United States | | se67| $673] %656 I $645 |  $669 | $668
Ratios and shares (percent)
Capacity utilization b e o 73.4 72.8 773 68.3 64.4 63.3
Inventories to production bl et b 8.6 11.0 6.3 8.5 9.7 12.4
Inventories to total
shipments ve - e .. - . - e -
Share of total quantity of
shipments:
Internal consumption il il skl 0.0 0.0 0.0 0.0 .0 0.0
Home market e b b 0o 0.0 0.0 0.0 0.0 0.0
Exports to—
The United States e . s e e o . e .
All other markets - e . on e e s e o
All axport
markets bl e i 100.0 100.0 100.0 100.0 100.0 100.0

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




Figure IV-1
DIWF: Chinese production capacity, production, and capacity utilization, 1998-2002, and projected
2003-04

Table V-3
DIWF: U.S. importers’ end-of-period inventories of imports, 1898-2002, January-June 2002, and
January-June 2003

Calendar year January-June
kHem 1998 19499 2000 2001 2002 2002 2003
imports from China:
inventories {short tons) i i 6,809 9B848[ 106867 11,9617 11,998
Ratio to imports {(percent) e e 46.1 40.4 426 43.4 42.8
Ratip to U.S. shipments of
imports (percent) i e 475 48.2 46.4 53.5 49.0
Imports from all other sources:
Inventories (short tons) i e i i i bl i
Ratio to imports (percent) i e b e o i o~
Ratio to U.S. shipments of
impons (pemnl’j e L dedeike FEH L E -
Imports from all sources:
Inventories (short tons) wax on waw P o o -
Ratio to imports (percent) ik xnw wik P Wik nnn "k
Ratio to L.S. shipments of
irmports {percent) i e wer i o ek e
Note.—Ratios for January-June periods are based on annualized imports and shipments.
Source: Compiled from data submitted in rasponse to Commission questionnaires,

Table V-4
DIWF: U.S. importers’ seml-annual imports from China, January-June 2002-2003, July-December
2002, and arranged July-December 2003

* * * * % * *

Respondents have argued that a surge in imports of DIWF from China is highly unlikely because
“the bulk of 2003 subject imports already have entered the United States,™ and that “imports of DIWF
from China are seasonal, and by November the volumes needed to service the lowered demand during the
winter months have already entered.”™ Seasonal trends may be gleaned from a summary of available data
regarding imports and the U.S. industry on a semi-annual basis (January 2002-June 2003). Such data are
presented in appendix C, table C-2.

3 Postconference brief of White & Case (SIGMA), p. S.
* Postconference brief of Paul Hastings (Chinese manufacturers), p. 20.
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PART V: THE QUESTION OF THE CAUSAL RELATIONSHIP BETWEEN
THE ALLEGED INJURY AND IMPORTS

U.S. MARKET PENETRATION OF IMPORTS

Apparent U.S. consumption and U.S. market shares are presented in table V-1 and figure V-1.

E‘Il\:fl::vh:arket shares of U.S. apparent consumption, 1998-2002, January-June 2002, and January-
June 2003
Calendar year January-June
ftem 1988 1989 2000 2001 2002 2002 2003
Quantity (short tons)
Apparent consumption 116,237} 123,039| 125,756} 127,712} 131,110 65,048 68,244
Value ($7,000)
Apparent consumption 220,712| 230,822} 236,778 | 247,058 | 241,924 | 122,585 119,818
Share of quantity (percent)
U.S. producers’ shipments b ok o x e b b
U.S. shipments of imponts from--
China i - 11.4 16.0 17.5 172 17.9
Al other sources e e o et = — o
Total shipments of imports e b i e bl i i
Share of value (percent)
U.S. producers’ shipments e . o o e o i
LL.S. shipments of imports from--
China i bl 123 15.3 16.9 17.1 18.1
All other sources P o s wic e . ver
Total shipments of imports e hiad b i ok e -

Sourge: Compiled from data submitted in response to Commission questionnaires,

Figure V-1

DIWF: Market shares of U.S. apparent consumption, 1998-2002, January-June 2002, and January-

June 2003
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U.S. IMPORTS RELATIVE TO PRODUCTION

Table V-2 and figure V-2 present information regarding the relationship of U.S. imports of
DIWF to U.S. production.

Table V-2
DIWF: U.S. production, U.S, imports, and the ratio of U.S. imports to U.S. production, 1998-2002,
January-June 2002, and January-June 2003

Calendar year January-June
Item 1998 1999 2000 2001 2002 2002 2003
U.S. production (short tons) b o i e o ot -
U.S. imports from--(short tons)
China b e 14,768 24,404 25,070 13,772 14,022
All other sources e *ex o . . . .
Total imports *r *an ok ek - - -
Ratio of imports to production-
(percent}
China - . - ik e . .
All other sources i bl e e r hk e
Total imporis *xa it e o sor . v
Source: Compiled from data submitted in response to Commission questionnaires.

Figtire V-2
DIWF: Market shares of shipments and ratios of imports to production for imports from China,
1998-2002, January-June 2002, and January-June 2003

* * ¥ * * * *

PRICES AND RELATED INFORMATION
Market Segments and Channels of Distribution

DIWF are used in water treatment facilities and water pipe lines for homes and businesses.
DIWF are usually sold to distributors who in turn seli the DIWF to contractors who use the DIWF in
pipeline construction according to local municipal codes. The ultimate end user is the local municipality,
and the DIWF ends up as part of that municipality’s infrastructure.! There are a wide range of diameters
and shapes, as well as a division between the more traditional full-bodied DIWF and more recent
compact DIWF, with these and other distinctions resulting in over 1,500 possible “configurations” for
DIWF.? Importers of Chinese DIWF stated that petitioners are strong in the smaller diameters and have
some presence in the larger diameters but virtually none in the largest diameters, although the other two

! Hearing transcript, pp. 88-89 (Teske).

? Conference transcript, p. 72 (Waugaman). Compact DIWF are a majority of the market. See appendix D, table
D-1. According to petitioners, the DIWF market moved from compact to full-bodied fittings in the late 19805 due to
full-bodied fittings lighter weight and superior usability. Hearing transcript, pp. 73-75 (Waugaman, Blair, and
Rosenthal).
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U.S. producers (ACIPCO and U.S. Pipe) do produce these sizes.” The data (table D-1) show that U.S.
producers are present in all market segments, and always in greater volume than Chinese imports. The
McWane companies (petitioners) control approximately 75 percent of the market, with respondents
describing producers ACIPCO and U.S. Pipe as a small part of the U.S. industry.*

DIWF are sold almost entirely® through distribution to “waterworks houses” that specialize in
distributing pipe products for water projects.® There are over 100 such distributors, some local and
others national chains with local branches. (The national chains account for about 50 percent of the
national distribution network).” *** stated that the national chains of distributors prefer to buy from
McWane because the volume and range produced by McWane assures supply and the availability of
nonsubject products. All the waterworks houses and other distributors sell either directly to
municipalities or to contractors who sell project services to the municipalities (although a small
proportion of DIWF sales go to plumbing contractors).?

Domestic producers and importers arrange transportation to distributors. The six producers had
few sales within 100 miles of their facilities, but, except for ***, most producers’ sales were within 1,000
miles of their facilities.” Importers also reported that most of their sales were between 100 and 1,000
miles of their facilities, and most reported sales in at least the entire continental United States.’®

Supply Considerations
Domestic Producers
U.S. DIWF producers also produce other products (including ductile iron mechanical joint
glands, valve and hydravlic castings, and flanges) on the same equipment that they use for producing

DIWF. Respondents atlege that producers often bundle these products with DIWF in selling to
purchasers.! However, the majority of U.S. producers’ foundries are devoted to DIWF.

? Conference transcript, pp. 170-172 (Saha) and pp. 201-203 (Bhattacharji and Rybacki).

* Conference transcript, p. 161 (Rybacki).

> SIGMA estimated that 10 percent was sold directly from producers to end users and the rest of the market is
through distributors. Conference transcript, p. 196 (Rybacki). Purchaser (distributor) C.I. Thomburg stated that it
had lost business when Clow sold DIWF directly to producers. Hearing transcript, p. 187 {Morrison).

$ Conference transcript, p. 25 (Waugaman).

? Conference transcript, pp. 80-83 (Waugaman) and 196 (Rybacki). At the hearing, SIGMA said that three
purchasers, Hughes Supply, Ferguson, and National Waterworks, account for 50 percent of the market, and that
importers can not sell to these three chains because McWane’s loyalty clauses and municipalities” “Buy America™
provisions prevent those purchasers from serving some markets with imports if McWane retaliates in “Buy America’
markets. Hearing transcript, pp. 173-176 (Rybacki).

® Conference transcript, p. 105 (Waugaman).

® %% reported that it mainly served the Midwest, but does ship throughout the United States. *** reported
national sales, while *** said its sales were mainly east of the Mississippi River.

Ll

9 The exceptions were ***, At the conference, PCI described importers as mostly serving coastal customers due
to high transportation costs inland. Conference transcript, p. 198 (Saha). *** submitted both a producers’ and
importers’ questionnaire; *** answers have been counted with the producers for purposes of this chapter, and *+*
did not answer the anecdotal questions.

! Conference transcript, p. 162 (Rybacki). Petitioners stated that Tyler and Union never sell their DTWF bundled
with their other ductile pipe products, in part because their DIWF are installed more often to plastic pipe than to
metal pipe, and the petitioners do not produce plastic pipe. Hearing transcript, pp. 34 (Green) and 67 (Waugaman).

(continued...)
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Domestic producers showed significant unused capacity from 1998 through June 2003.
Domestic producers reported that they export a small percentage of their total production. Petitioners (as
well as respondents) stated that they like to maintain high inventories as a means of ensuring deliveries.
Sales are generally out of inventories, not made to order."> Thus, a lack of export markets constrains U.S.
producers’ supply response; however, U.S. producers have moderate ability to respond to changes in
price with increased production because of the availability of some unused capacity and some production
substitntion potential. In addition, the existence of substantial inventories might allow some short-run
increase in shipments; however, high inventories are a condition of competition in the DIWF market, and
perhaps not too much should be assumed from high levels of inventories.

Purchasers were asked to report inventories from 1998 through 2002. Of purchasers who
responded to the question, fifteen reported increasing inventories from 1998 through 2002, while three
reported decreasing inventories over the same period. From 2000 through 2002, fourteen purchasers
reported increasing inventories while four reported decreasing inventories.'

Subject Imports

Chinese imports of DIWF grew during January 1998-June 2003, but the acceleration slowed over
2001-June 2003. Chinese imports remain a smaller part of the U.S. market than domestic producer
shipments, accounting for *** of all .S. consumption during the period examined.

Importers’ inventories of Chinese DIWF grew from 1998 through 2002. Like producers,
importers make sales out of inventories. SIGMA stated that it imports 55 percent of its shipments in the
first half of the year in order to have adequate inventories for seasonal demand in mid-year.™

While no 11.S. producers reported any changes in the product range or marketing of DIWF (other
than price declines to meet Chinese import competition), importers described a gradual market shift from
full body to compact fittings, especially in sizes above 30 inches. The AWWA has added standards for
these fittings in the 30 to 48 inch diameter range (previously the maximum diameter covered by the
AWWA for DIWF was 24 inches). *** described Chinese importers as developing these markets before
petitioners, who (according to importers) also need to import to meet new market demands for such
larger diameter and compact DIWF.

In addition, importers described their market niche as one that values superior service'
(including **¥*) and just-in-time delivery.'

11 ¢ continued)
However, other U.S. producers, including at least Clow and U.S. Pipe, do sell DIWF as part of a package with other
pipe products, although not always. DIWF sold to distributors is generally sold independently of other products,
while DIWF sold to contractors is more likely to be sold as part of a package. Hearing wanscript, p. 69 (Teske) and
pp. 68-69 (Murray and Waugaman).

2 Conference transcript, p. 33 (Teske) and p. 100 (Green).

3 ACIPCO, Clow, Tyler, Star, U.S. Pipe, and Union all submitted purchaser questionnaires. For purposes of this
analysis, their reported inventories were not included.

14 Conference transcript, p. 165 (Rybacki).
15 Conference transcript, p. 172 (Saha).

' However, from the purchaser responses and pricing data presented later in this chapter, it does not appear that
importers charge more for these alleged advantages.
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Nonsuhbject Imports

The major source of imported DIWF is China, but other import sources include Brazil, Korea,
India, and Mexico. Petitioners described nonsubject imports as a problem, but less of a problem than
Chinese DIWF."

Importers Star and SIGMA stated that they currently import from India (as well as Mexico and
Korea for SIGMA)."® They stated that if large tariffs were imposed on Chinese imports of DIWTF, it
would take up to a year for nonsubject foundries to be able to fill their orders.”” They added that the fact
that most of their orders of Chinese DIWF are usually filled by this tirne of year (fall), there would be
even less effect from any 421 tariff.*®

Demand Considerations

Demand for DIWF is heavily associated with housing starts and other construction starts, since
these new construction activities will require water and water pipes. There is some seasonality in
demand due to the relative ease of construction in the summer versus the winter in the North.?! DIWF
are mostly used in underground pipe connections for water and sewer lines, but sewer treatment plants
are also significant end users,”? DIWF represents a small (2 to 10 percent) portion of the overall cost of
such water projects.

Demand Trends

Producers and irnporters agreed that demand for DIWF had been strong since 1998, reflecting a
strong construction market for new homes. Some firms, however, reported a recent slowing of DIWF
demand connected to slowing construction nationally.?

Among producers, *** described demand shifting from the higher-priced full-bodied to lower-
priced compact DIWF. *** cited new housing construction, new commercial construction, and increased
water treatment plants as factors that had increased demand. *** described the market for DIWF as
increasing from 1998-2000 (reaching a five year high) and then decreasing at 4 percent a year until the
present, chiefly due to demand for water construction projects. *** described demand as stable over
1998 through June 2003, and estimated the level at 180,000 to 200,000 tons per year. *** described
demand changes since 1998 as slight and based on economic conditions, especially housing starts and
interest rates.

Among importers, *** described the market growing from 1998 through 2000 or 2001, and
flattening since then. *** also described a rise in demand from 1998 to 2001, and attributed the growth
to low interest rates and increasing homebuilding and private developments, as well as the “Clean Water
Act” of the late 1990s prompting more construction or renovation of water treatment plants. Tt described
the private development demand sector falling since 2001, while stating that demand from the

1" Conference transcript, pp. 53-54 (Rosenthal).

18 Conference transcript, pp. 193-195 (Bhattacharji and Saha).

' Hearing transcript, p. 249 (McCutcheon).

2 Conference transcript, p. 165 (Rybacki).

2! Conference transcript, p. 100 (Waugaman), p. 105 (Kerwin), and p. 173 (Saha).
2 Conference transcript, pp. 83-84 (Waugaman).

2 SIGMA, for example, described the construction market as flat since 2000. Conference transcript, p. 163
(Rybacki).
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government treatment plant market has remained strong. *** described similar conditions with some
sectors slowing since 2000. It added that compliance with the Clean Water Act has meant more demand
for DIWF with diameters of more than 36 inches.

Substitute Products

Neither producers nor importers described substitute products as having a large effect on their
sales of DIWF. Producers and importers named PVC (especially in diameters under 4 inches), gray iron
full bodied waterworks fittings, steel fabricated fittings (especially in diameters 24 inches and up), and
welded outlet pipe as sometime substitutes. *** explained that PVC fittings can be used with PVC pipe,
but that even for use with PVC pipe, many municipalities specify DIWF because of its greater durability
over PVC fittings. According to ¥**, greater durability is also the reason DIWF has become preferred to
gray iron fittings.

Lead Times

Among domestic producers and importers, *** reported that stock items were shipped in a matter
of days, although *** stated that DIWF *** would take from one week to 16 weeks. *** reported lead
times of three weeks, and *** added that made-to-order items would take 4 to 6 weeks.*® *** reported
lead times of 60 days.

Substitutability Issues

Chinese and U.S. DIWF are basically interchangeable, since all are made to the same AWWA
specifications.”” Six producers and seven importers reported that U.S., Chinese, and nonsubject DIWF
are used interchangeably. With regard to nonsubject DIWF, six producers and seven importers stated
that U.S. and nonsnbject, as well as Chinese and nonsubject, DIWF are used interchangeably.

When asked about significant differences between U.S. and Chinese DIWF, two producers
stated that even though U.S. DIWF have more consistent quality and higher availability of test
information, those advantages were not enough to prevent customers from buying imported DIWF that
met AWWA specifications. All the producers believed there were no differences between U.S., Chinese,
and nonsubject imports that were a significant factor in sales. Five importers, on the other hand, did cite
“Buy American” provisions, U.S. producers’ advantages with large distributor networks, and their own
self-described advantages in quality and technical support as significant factors in sales. However, seven
importers stated that there were no differences between Chinese and nonsubject imports that were a
significant factor in sales.

Since the ultimate end user of DIWF is usually a municipality, some DIWF are bought under
“Buy American” provisions. Petitioners stated that some localities have been moving away from such

24 In addition, petitioners alleged that respondents send out a “route truck” for immediate orders, charge low
prices for these sales, and do not charge freight on even small orders. SIGMA agreed with the bastcs of the
allegation, but disputed the lack of freight on the smallest orders and described the sales as limited to the
southeastern United States. Conference transcript, p. 32 (Blair) and pp. 197-198 (Rybacki).

% DIWF are made according to AWW A standards in the United States, and ISO standards in Europe and South
America. Respondents described AWW A standards as stricter than 130 standards, but both AWWA and ISO
specifications are based on the pattern used for the DIWE. Hearing transcript, p. 248 (Rybacki), and SIGMA
postconference brief, pp. 16-18. Thus, while 1SO and AWWA DIWF may not always be substitutable at the
consumer level, at the production level it is a matter of changing the pattern in order to produce ISO or AWWA
specifications.
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provisions lately due to lower priced imports.”® They also stated that “Buy American” provisions are
often in effect only if the price difference between U.S. and imported DIWF is within a certain range, and
that since Chinese DIWF are often much lower priced, such provisions do not always hold.”
Respondents stated that petitioners’ use of “loyalty programs” means that distributors that wish to supply
“Buy American” municipalities as even a minority of their customers must purchase all their DIWF from
McWane in order to serve those areas.”® Petitioners estimate that *#* only domestically produced
DIWF.” They also estimated that about 10 percent of the national DIWF market is restricted by
domestic preference specifications at the state and local level (in addition to any Federal construction
under the Buy America Act).*® *** estimates that 10 to 20 percent of the national DIWF market is
restricted by these domestic preference specifications.”’ However, East Jordan Ironworks, while
acknowledging that some purchases have a preference for U.S.-produced DIWF, stated that these
preferences are usually not legal requirements, but rather issues of U.S. producers being the traditional
suppliers or the market standard. It added that such preferences are under pressure right now because
municipalities are under tighter budgets and looking for ways to cut costs. *

U.S. Purchasers

The Commission received responses from 29 purchasers. Eighteen purchasers described
thernselves as at least sometimes a “waterworks house.” The other purchasers also described themselves
as DIWEF distributors, though possibly as a supplement to flange production or their own DIWF
production.® Most purchasers expressed enough familiarity with both U.S. and Chinese DIWF to
compare them, although not all of them had actually purchased both recently. Nineteen purchasers stated
that they were always aware of whether the DIWF they purchased was U.S.-produced or imported, and
seven said that they were usnally aware. They were slightly less likely to know the manufacturer of the
DIWF they purchased, with eleven reporting that they were always aware of who the manufacturer was,
five reporting they were usually aware, six reporting they were sometimes aware, and three reporting
they were never aware. One additional purchaser said he was usually aware of who the producer was for
domestic purchases, but never for purchases of imports. Purchasers felt their customers were less likely
to be aware and/or interested in the country of origin of the DIWF they purchased. Five stated their

 Conference transcript, pp. 85-86 (Waugaman).
7 See also “lost sales™ section, lost sale allegation involving ***,

B As examples, *** cited the states of Pennsylvania and New Jersey and utilities like Washington Suburban
Sewer and Sanitary Commission (WSSC). Also see conference transcript, pp. 180-181 (McCutcheon).

® Petitioners' postconference brief, response to questions, p. 9.

% In addition, petitioners stated that “‘firm” “Buy America” provisions exist only in Pennsylvania. Petitioners’
prehearing brief, pp. 33-34.

3 See **+. In addition, PCI cited states that it said had “Buy America” provisions on page 9 of its postconference
brief.

% Hearing transcript, pp- 54 and 63-65 (Teske).

% In some of the discussions that follow, the number of purchasers responding to a question may add up to less
than 29. Not all purchasers gave usable answers to every question. Among the 29 purchasers, ***, but did not

answer the anecdotal questions. One, ***, is also a respondent importer, and **#_ are ***, Producers and importers
purchase DIWF to supplement their product lines.
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customers were always aware, eight said they were usually aware, 12 said they were sometimes aware,
and one said they were never aware.>*

When asked if they were aware of any new suppliers in the U.S. DIWF market, eight purchasers
cited PCI, two cited ACIPCO, and one cited Mexican producer Metalfit. Twelve purchasers said that
they were not aware of any new suppliers.

Twenty-three purchasers stated that U.S. and Chinese DIWF are generally used in the same
applications, with the others not answering or ***. When asked if DIWF are only available from a single
source, 17 purchasers said no (although **¥*), However, six purchasers said that larger diameters (greater
than 36 inches) were only available from non-petitioners, with three purchasers citing other U.S.
producers and three citing Chinese imports.®

Eleven purchasers reported increasing relative purchases of Chinese DIWF and/or decreasing
relative purchases of U.S. DIWF, citing extended size ranges, pricing, availability, improved quality,
higher demand, and 1J.S. producers not selling to them for competitive reasons.” #*#¥ 3 Three
purchasers who had purchased only from U.S, suppliers cited long term support from domestic
producers, convenience, traditional source, and end user acceptance. *** stated that they purchase only
imports as U.S. producers will not supply them because #%*,

When asked if they had changed suppliers, eleven purchasers reported at least one change.
Among those changes, *** dropped Griffin when it closed its Mexico plant. *** added SIGMA, Linx,
Tyler, and Union due to market price pressures, especially in smaller diameter fittings. *** reported
adding Star and decreasing purchases from Tyler when Tyler found out that *** had purchased imported
fittings and thus instituted higher pricing. (***.) #** 4ls0 described Tyler’s DIWF as inferior quality
and Tyler as an unreliable source of supply, while describing Star as having a better quality product,
beiter product availability, better service, and lower prices. *** said that it added SIGMA and PCI and
dropped Union and Tyler due to quality and availability issues. *** gtated that it added *** while
dropping ***, *** also reported adding ***%, ***,

Purchasers were also asked to report purchases of DIWF from 1998 through June 2003. For the
period 1998 through 2002, four purchasers who reported purchases of both U.S. and Chinese DIWF
showed an increase in their purchases of Chinese DIWF (by value) with a simultancous decrease in their
purchases of U.S. DIWF, while two showed an increase in their purchases of U.S. DIWF and a
simultaneous decrease in their purchases of Chinese DIWFE.*® Ten purchasers who reported purchases of
both U.S. and Chinese DIWF showed a larger percentage increase (or lower decrease) in purchases of
Chinese DIWF than in purchases of U.S. DIWF, and two showed the opposite.”®

* Of the four who said their customers were always aware of the country of origin of the DTWF they purchased,
three were ***, and hence not typical waterworks houses.

* In addition, purchaser *** stated that importers Star and SIGMA were superior to U.S. producer Tyler in the
availability of large diameter DIWF.

% See “lost sales™ section, lost sale allegation involving ***, Purchaser *** also reported a domestic firm offering
discounts only if they purchased all their DIWF from that firm.

37 ke

 This analysis was performed only on purchasers not affiliated with U.S. producers or importers.

% For the period 2000 through 2002, the results are slightly different. Five purchasers showed an increase in their
purchases of Chinese DIWF with a simultaneous decrease in their purchases of U1.S. DIWF, while none showed an
increase in its purchases of U.S. DIWF and a simultaneouns decrease in its purchases of Chinese DIWF. Twelve
purchasers who reported purchases of both U.S. and Chinese DIWF showed a larger percentage increase (or lower
decrease) in purchases of Chinese DIWF than in purchases of U.S. DIWF, while two showed the opposite.
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DIWF purchasers do qualify suppliers. Qualification of new suppliers was based on many
factors, including quality of product, availability, product range, price, reputation, and acceptance by end
user. Qualification can take weeks to even multiple years depending on the purchaser.

Factors Affecting Purchasing Decisions

Available data indicate that availability and guality are the most important factors that influence
purchasing decisions for DIWF.* Purchasers were asked to list the top three factors that they consider
when choosing a supplier of DIWF. Table V-3 summarizes responses to this question. Purchasers were
also asked to describe the importance of various purchasing factors, as summarized in table V4. Most
purchasers did not report that price was as critical a purchasing factor as others. However, while quality
(meeting specification) was reported as “very important” by most purchasers, quality (exceeding

specifications) was not considered as important.*!

Table V-3

DIWF: Ranking of purchasing factors by purchasers

Number of tirms reporting
Factor Number 1 factor Number 2 factor Number 3 factor

Quality 8 5
Availability 5 9
Price 2 2 12
Traditional supplier 3 2 G
Existing contract 3 0
End user acceptance/ domestic
requirement 3 2
Range o 2 3
Delivery 0 2 1
Note.--Other factors mentioned include fill rate, service {three times), relationship, information, and responsiveness. These
answers were not included abovs.
Source: Compiled from data submitted in résponse to Commission questionnaires.

* When asked what defines the quality of DIWF, purchasers cited the product appearance, meeting AWWA
standards, service, reputation, product history, and customer perception.

! When asked how often they purchased the lowest priced DIWF available, 19 purchasers said sometimes, six
said usually, and one said never.
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Table V-4
DIWF: Importance of purchasing factors

Average importance Average importance
Factor score' Factor score’
Availability 2.9 Product quality- meeting specs 3.0
Delivery terms 2.6 Product guality- exceeding spacs 2.1
Delivery time 2.9 Product range 26
Discounts offered 25 Reliability of supply 3.0
Lowest price 2.4 Technical support 2.3
Minir_num quantity 2.0 Transportation network 2.0
requirements
Packaging 1.8 U.S. transportation costs 2.0
Product consistency 29
' 3 = very imporiant, 2 = somewhat impartant, 1 = not important,
Source: Compiled from data submitted in response to Commission questionnaires.

Summaries of purchaser comparisons of domestic, subject, and nonsubject DIWF are presented
in table V-5. Based on responses, purchasers consider U.S., Chinese, and nonsubject DTWF as
comparable in most factors although Chinese DIWF are regarded as less expensive. Thus, although price
was not given a high relative importance in table V-3, it is clearly the factor of greatest perceived contrast
between U.S. and Chinese DIWF.
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Table V-5
DIWF: Number of purchasers’ comparisons of U.S. product and imporis

U.S. vs. China’ U.S. vs. nonsubject’ China vs. nonsubject’
Factor s C I & c | s c |

Availability 4 12 7 2 12 7 4] 4 o
Delivary terms 2 15 & 2 16 3 o 4 ¢
Delivary time 4 12 7 6 10 5 0 4 0
Discounts offered \) 15 g 1 15 5 1 3 0
Lowest price® 0 7 16 0 7 14 2 2 4]
Minimurmn guantity requirements 1 15 7 0 16 5 )] 4 0
Packaging 4] 22 1 1 20 1] ¢ 4 o
Product consistency 1 16 6 0 13 8 o] 4 0
Product quality- maeting specs 1 16 6 1 16 4 0 4 o
Product quality- exceeding specs 3 15 5 1 18 2 0 4 0
Product range 2 16 5 2 15 4 4] 2 2
Reliability of supply 5 12 g 3 13 5 1 2 1
Technical support 8 12 3 5 13 3 0 2 2
Transportation network 3 15 4 1 19 1 o 4 0
U.S. tfransportation costs 1 20 1] \] 19 0 0 4 4]

' § == first named sourcs superior, C = products comparable, | = first named source inferior,

2 A rating of superior means that the price is generally lower. For example, if a firm reports “U.S. superior,” it means that the
price of the U.S. product is generally lowar than the price of the imported product.
Note— “Nonsubject” are Brazil, India, Korea, Maexico, and Venezuela. *** also mentionad “willing o sell” as an area in which L.S.-
produced DIWF are inferior to Chinese imports. ***. *** compared Tyler to Star and SIGMA separately. It listed SIGMA first in
its supplier list, and so the SIGMA comparisons were used in the tabulation above. Several purchasers {(as well as ***) noted that
some jmporters sell alt their imported DIWF out of the same inventory, and do not distinguish between DIWF from China or
nansubject countries. When this lack of distinction was recorded, staff tabulated the results in both the China and nonsubject
comparisons above. However, it should be noted that this lack of distinction may have occurred in other cases where purchasers
did not note it or only marked “China."
Source; Compiled from data submitted in response to Commission questionnaires,

Elasticity Estimates

Elasticity estimates are discussed below and may be used in the preparation of remedy
recommendations.

U.S. Supply Elasticity

The domestic supply elasticity for DIWF depends on factors such as the level of excess capacity,
the ability to shift production to alternate products, and the availability of alternate markets. Producers
have rising inventories and low capacity utilization, but limited alternative production possibilities and
no major exports. Analysis of these factors indicates that the domestic producers of DIWF have some
ability to alter domestic shipments in response to a change in the relative price of DIWF. An estimate in
the range of 4 to 8 is suggested.
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U.S. Demand Elasticity

The U.S. demand elasticity for DIWF depends on the availability of substitute products as well
as the share of DIWF in the production cost of downstream products. There are few substitutes for
DTWF, and DIWF are a small part of a water project’s cost. Based on the available information, the
aggregate demand for DIWF is likely to be relatively inelastic. An estimate in the range of 0.2 10 0.4 is
suggested.

Substitution Elasticity

The elasticity of substitution depends on the extent of product differentiation between the
domestic and imported products. Product differentiation depends on factors such as the range of
products produced, quality, availability, and the reliability of supply. Based on available information,
Chinese DIWF are substitutable for domestic DIWF for both the AWWA-certified small diameter DIWF
that comprise the bulk of the U.S. DIWF market and the larger diameter DIWF. Based on these factors,
staff estimates the substitution elasticity between domestic DIWF and those imported from China to be in
the range of 10 to 15.*

Factors Affecting Pricing
Exchange Rates

The nominal value of the Chinese yuan relative to the U.S. dollar has remained virtually
unchanged since the first quarter of 1998, at 8.28 yuan per dollar.

Tariff Rates and Transportation Costs to the U.S, Market

. The U.S. normal trade relations ad valorem import duty rate was 5.6 percent for imports of all
cast ductile iron or steel fittings for tubes or pipes under HT'S subheading 7307.19.30 during January
1999-June 2003.** Such goods that are the product of China, which include DIWF, have been subject to
these rates during these periods.** Transportation charges for imports of DIWF (a subset of the products
under the above HTS rate [ine) from China to the U.S. ports of entry, as a share of declared import
values, averaged 15.3 percent during July 2002-June 2003, the most recent 12-month period for which

% Star described such a range as “unusually high.” Prehearing brief of Star, p. 12. However, staff notes that a
range of 10-15 represents products that are highly substitutable. Information gathered in this investigation, such as
the fact that DIWF must conform to AWW A specifications, support such an estimate. Star’s objections center on
the use of the pricing data to test staff’s estimates. However, staff notes that Star’s analysis does not take into
account demand growth that may have been occurring in 2002 (and has since diminished).

43 The import duty rate was 5.7 percent during 1998. The 5.6 rate, effective as of Jan. 1, 1999, is the final
scheduled staged reduction of the NTR rate as a result of Uruguay Round concessions.

4 Under the NAFTA Canada/Mexico Preference, cast ductile iron or steel fittings for tubes or pipes imported
from Canada and Mexico under the above HTS subheading qualifying for North American treatment were accorded
a free duty rate during January 1998-June 2003. In addition, under the Jordan FT A preference, the import duty rate
for imports of these preducts was 4.2 ad valorem percent beginning in 2001, 2.8 percent in 2002, and 1.4 percent in
2003; a free import duty rate will apply starting in January 2004.
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data were available. A U.S. antidumping duty order was in place on DIWF from China during January
1998-January 2000,* and Commerce revoked the order on January 24, 2000.

Pricing Practices

Domestic producers and importers reported that pricing is usually based on transaction-by-
transaction negotiation off of a price list, usually based on the published McWane price list. This price
list is used in conjunction with discounts through a “multiplier” that varies from one local region to
another., Price competition actually occurs in terms of quoting multipliers off of the widely available
price lists. (This multiplier is often less than 0.5, meaning that real price levels bear little relation to the
quoted prices on price lists.)* Petitioners stated that while there have been list price increases in recent
years, multiplier decreases have often overwhelmed these increases.”” Importers and *¥* stated that they
also determine prices by taking a market discount off the McWane price list. Several importers
(including ***) issue their own price lists, but admit that such lists are not very different from the
McWane price list. Some importers reported limited use of volume discounts.

Petitioners also offer “loyalty rebates” to customers who purchase only from McWane, and
especially to those who do not purchase imports. Respondents stated that these loyalty rebates
sometimes reach 17 percent and result in less expensive U.S. product than imported product.
Respondents added that such loyalty rebates are sometimes selectively enforced, with larger purchasers
atlowed to purchase imported DIWF without penalty.*® Petitioner stated that such rebates are currently in
the range of *** percent.*

While DIWF prices to waterworks houses may vary by supplier and/or country of origin, the
contractors and municipalities that purchase DIWF from distributors do not pay different prices for
DIWF from different countries or manufacturers.%

All U.S. producers reported that over *** percent of their sales were spot sales. For the
producers’ *** contracts, the duration was typically one year, the contract fixed price only, and there
were no standard minimum quantity requirements. Six of seven importers reported 100 percent of their
sales were spot, with *** reporting 100 percent contract sales. **¥ all reported that their sales are on a
delivered basis.

Producers and importers stated that DIWF are usually priced to distributors on a delivered basis
from producers, with shipment usually arranged by the producer or importer. U.S. inland transportation
accounts for a small share of the cost of DIWF, with producers and importers reporting transportation

4 The largest Chinese producer was excluded from the antidumping duty during this period because the
Commerce Department determined that the firm’s separate rate was de minimis.

“ Conference transcript, pp. 25-27 (Waugaman) and pp. 30-31 (Blair). See also lost sales allegations of ***, As
an example, if the multiplier is 0.3 and the list price is $100, then the transaction price is $30.

* Conference transcript, pp. 123-124 (Waugaman). Respondents alleged that McWane raised prices four to five
percent in November 2002 and raised prices muitiple times in 2003. These alleged increases would be price list
increases, though, and not de facto increases. Conference transcript, p. 163 (Rybacki) and p. 174 (Saha). They also
provided information about list price increases from their own firms in the SIGMA postconference brief, pp. 7-8.
More information about the timing of U.S. producer multiplier decreases is available in petitioners’ postconference
brief, exhibit 6. Discounts off of the list price for DIWF can also vary by region. McWane estimates that its
discounts range from 52 to 71 percent off of the list price, by region. Hearing transcript, pp. 66-67 (Waugaman).

% Hearing transcript, p. 187 (Morrison),
49 Fkx

* Hearing transcript, p. 134 (Waugaman) and p. 135 (Green).
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costs generally between two and eight percent. Purchasers also generally reported transportation costs in
this range when they were aware of them.

Thirteen purchasers reported weekly purchases, nine reported daily purchases, and three reported
monthly purchases.”® Six purchasers reported contacting only one supplier for a typical order and
thirteen reported contacting one to four suppliers. Two additional purchasers stated that they usually
purchased from the same suppliers. Only two purchasers (***) said that price is always a component of
purchase volume. Other purchasers were more likely to say they rarely, infrequently, or never vary
purchase volumes based on price. When asked how frequently price changes, purchasers responded with
a wide variety of answers, from once a year to five times a year.

Producers, importers, and some purchasers disagreed about who had led DIWF prices down over
the last five years. Petitioners stated that importers had never raised prices independently of a McWane
price increase until right before the Commission staff conference in October 2003.% On the other hand,
purchaser Groeniger stated that McWane had led prices down in California, and importers stated that
McWane led prices lower in areas of the country where imports were present (especially the Southeast
and Texas) while maintaining high prices in areas where imports were not present (the upper
Northwest).>*

Regarding the prices of nonsubject imports, respondents described Indian DIWF as close to or
lower priced than Chinese DIWF, with Mexican and Korean DIWF slightly higher priced than Chinese
DIWE.»

Price Data

The Commission requested quarterly data for the total quantity and value of commercial
shipments of five DIWF products. Data were requested for the period January 1998 through June 2003.
The products for which pricing data were requested are as follows:

Product I.— Compact ductile iron (ASTM A536) mechanical joint 45 degree bend, 6 inch
nominal diameter, without accessories, conforming to AWWA/ANSI specification C153/A21.53,
cement-lined, tar-coated, rated for waterworking pressure of 350 PSL

Product 2.— Compact ductile iron (ASTM A536) mechanical joint 90 degree bend, 6 inch
nominal diameter, without accessories, conforming to AWWA/ANSI specification C153/A21.53,
cement-lined, tar-coated, rated for waterworking pressure of 350 PSL

Product 3.-Compact ductile iron (ASTM A536) mechanical joint tee, 6 inch nominal diameter
(6 inch by 6 inch tee), without accessories, conforming to AWW A/ANSI specification
C153/A21.53, cement-lined, tar-coated, rated for waterworking pressure of 350 PSL

Product 4.~Compact ductile iron (ASTM A536) mechanical joint 45 degree bend, 8 inch
nominal diameter, without accessories, conforming to AWW A/ANSI specification C153/A21.53,
cement-lined, tar-coated, rated for waterworking pressure of 350 PSL

3! None of the purchasers who reported monthly purchases were waterworks houses.
52 sk

5} Hearing transcript, p. 153 (Waugaman).
** Hearing transcipt, pp. 188-190 (Groeniger), pp. 197 and 244 (Saha), and p. 245 (McCutcheon).
%5 Hearing transcript, pp. 268-269 (Rybacki and Saha).
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Product 5.—~Full- bodied ductile iron (ASTM A536) mechanical joint 90 degree bend, 8 inch
nominal diameter, without accessories, conforming to AWWA/ANSI specification C110/21.10,
cement-lined, tar-coated, rated for waterworking pressure of 350 PSI.

Four U.S. producers® and three importers® provided usable pricing data for sales of the
requested products in the U.S. market, although not all firms reported pricing data for all products for all
quarters. In general, most producers’ reported prices were close to their fellow producers’ reported
prices, and importers’ reported prices were close to other importers’ reported prices. The reported price
data accounted for 4.6 percent of the 2002 value of domestically produced commercial shipments of
DIWF, as well as 5.0 percent of the 2002 value of shipments of imports of DIWF from China. Data on
reported weighted-average seiling prices and quantities for products 1 through 5 are presented in tables
V-6 through V-10, and figures V-3 through V-12. Table V-11 shows the extent of U.S. and Chinese
DIWF price declines over different periods. Due to some potential seasonality in the data, the
comparisons in table V-11 are made using second quarter data from each year.

Products 1 through 4 are typical compact DIWF suggested by petitioners. Product 5 is a full-
bodied DIWF suggested by petitioners and was also used in the previous Commission investigation. As
shown in tables V-6 through V-10 and figures V-3 through V-12, as well as table V-11, U.S. and Chinese
prices for DIWF show a similar pattem over multiple periods investigated: a consistently higher U.S.
price and an increase in the volume of Chinese shipments. As shown in table V-11, U.S. and Chinese
prices have generally declined since 1998, 2000, and 2002, but not for all products in all periods
examined.

Chinese DIWF always undersold U.S. DIWF in all quarters for all products. In product 1,
margins of underselling ranged from 14.4 to 21.4 percent. For product 2, margins of underseiling ranged
from 16.6 to 23.1 percent. For product 3, margins of underselling ranged from 17.1 to 32.8 percent. For
product 4, margins of underselling ranged from 11.1 to 22.9 percent. For product 5, margins of
underselling ranged from 6.3 to 23.4 percent. .

Table V-6

DIWF: Weighted-average selling prices and quantities as reported by U.S. producers and
importers of product 1 from China, with margins of underselling, by quarters, January 1998-June
2003

Figure V-3
DIWF: Weighted-average selling prices as reported by U.S. producers and importers of product 1
from China, by quarters, January 1998-June 2003

* * * %* #® * *

Figure V-4
DIWF: Quantities as reported by U.S. producers and importers of product 1 from China, by
quarters, January 1998-June 2003

L * * * * * *

%6 % The four U.S. producers whose data were used are the ***.
57 koot
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Table V-7

DIWF: Weighted-average seliing prices and quantities as reporied by U.S. producers and
importers of product 2 from China, with margins of underselling, by quarters, January 1998-June
2003

Figure V-5
DIWF: Welghted-average selling prices as reported by U.S. producers and importers of product 2
from China, by quarters, January 1998-June 2003

* % * % % % &

Figure V-6
DIWF: Quantities as reported by U.S. producers and importers of product 2 from China, by
quarters, January 1998-June 2003

* * * * % % *

Table V-8

DIWF: Weighted-average selling prices and quantities as reported by U.S. producers and
importers of product 3 from China, with margins of underselling, by quarters, January 1998-June
2003

Figure V-7 :
DIWF: Weighted-average selling prices as reported by U.S. producers and importers of product 3
from China, by quarters, January 1998-June 2003

* * * * * % *

Figure V-8
DIWF: Quantities as reported by U.S. producers and importers of product 3 from China, by
quarters, January 1998-June 2003

* * * * E S * *

Table V-9

DIWF: Weighted-average selling prices and quantities as reported by U.S. producers and
importers of product 4 from China, with margins of underselling, by quarters, January 1998-June
2003

Figure V-9
DIWF: Weighted-average selling prices as reported by U.S. producers and importers of product 4
from China, by quarters, January 1998-June 2003

* * * * * * *
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Figure V-10
DIWF: Quantlities as reported by U.S. producers and importers of product 4 from China, by
quarters, January 1998-June 2003

* * * * ¥ * *

Table V-10

DIWF: Welghted-average selling prices and quantities as reported by U.S. producers and
importers of product 5 from China, with margins of underselling, by quarters, January 1998-June
2003

* * * * % * *

Figure V-11
DIWF: Weighted-average selling prices as reported by U.S. producers and importers of product 5
from China, by quarters, January 1998-June 2003

¥ * * # * # *

Figure V-12
DIWF: Quantities as reported by U.S. producers and importers of product 5 from China, by
quarters, January 1998-June 2003

* * * * * * %
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Table V-11

DIWF: Analysis of changes in price levels by product, source, and time period

Change in price of U.S. DIWF, 2 | Change in price of Chinese DIWF,
quarter 1998 to 2™ quarter 2003 | 2" quarter 1998-to 2™ quarter 2003
Product Percent increase Percent increase
1 -7.0 -4.4
2 -6.4 -74
3 -7.8 -5.9
4 -4.5 6.3
5 4.4 -0.7
Change in price of U.S. DIWF, 2 Change in price of Chinese DIWF,
guarter 2001 to 2™ quarter 2003 2" quarter 2001 to 2™ quarter 2003
Product Percent increase Fercent increase
1 6.2 -4.6
2 -6.5 -6.1
3 -6.3 -5.3
4 -8.9 5.6
5 1.1 6.9
Change In price of U.S. DIWF, 2" | Change in price of Chinese DIWF,
quarter 2002 to 2" quarter 2003 2™ quarter 2002 to 2™ quarter 2003
" Produet Percent increase _ Parcent increase
1 -1.6 -1.3
2 0.4 -29
3 -0.3 -4.4
4 -2.4 -1.5
5 -4.0 57
Source: Tables V-6 through V-10.
Losf Sales and Lost Revenues

The Commission requested U.S. producers of DIWF to report any instances of lost sales or
revenues they experienced due to competition from imports of DIWF from China during 1998-2003.
Petitioners did not subrmit any lost sales or revenues allegations with the petition, but did submit some
information on lost sales allegations in their questionnaires. They submitted these lost sales in two
forms: a list of three distributors where they had lost sales, and a list of municipalities where petitioners’
distributors had lost sales. In addition, non-petitioning producer *** was able to submit lost sales in the
form requested by the Commission.
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Petitioners’ Lost Sales Allegations at the Distributor Level

Petitioners submitted a list of three distributors (***) who had reduced purchases from
petitioners. The allegations are summarized in table V-12.

Table V-12
Alleged reductions in volumes of DIWF sales to lost distributor accounts

# * * * * E 3 *

Purchasers questionnaires were sent to all three, and the standard questionnaire answers can
illuminate the data petitioners provided. ***.5® *** pyrchase data were provided only in dollars, but
does show a steep reduction in U.S. purchases in 2002 and year-to-date 2003.% In its questionnaire
response, **¥,

**% *** purchase data do show a decrease in purchases from U.S. producers, with 2001
purchases of $*** falling to $*** in 2002 while Chinese purchases rose from $*** in 2001 to $*** in
2002. *** attributed the switch in relative shares to price and quality issues.®

*x% 61 44+ nurchase data do not show such a decrease in U.S. purchases, with 2001 purchases of
$**+* ramaining relatively constant at $*** in 2003. However, its purchases of Chinese DIWF did rise
from $*+* in 2001 to $*** in 2002. In addition, *** reported ***. %%+ 52

Petitioners’ Lost Sales Allegations at the Municipality Level

Petitioners also submitted a list of seven municipalities which had allegedly purchased Chinese
DIWF instead of U.S.-produced DIWF for projects during 2001 through 2003. Commission staff has
contacted some of the purchasers named in the allegations, and descriptions of these contacts follow.

Petitioners alleged that its distributors lost a bid for ***.5

Petitioners also alleged that its distributors lost #*% %

Petitioners further alleged that its distributors lost *** %

Petitioners alleged that its distributors lost **%.%

Petitioners alleged that its distributors lost the **+.%

2 See ++,

% The percentage reductions are not the same as in the allegation. In table V-12 above, *** allegedly reduced
purchases to *** percent of 2001 purchases in 2002 and to **#* percent of half-year 2001 purchases in YTD 2003. In
0% questionnaire response, they reduced purchases to *** percent of 2001 purchases in 2002 and to *** percent of
half-year 2001 purchases in YTD 2003,

60 g

61 Ak

82 See questionnaire response of *** and hearing transcript, pp. 188-189. #**,
5 Staff interview with ***,

* Fax from #*+*.

% Staff interview with ***,

% Fax from ***,

¥ Fax from ***,
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Other Lost Sales Allegations

Lost sales allegations from *** are summarized in table V-13.
kg 68

Table V-13
DIWF: ***'s lost sales allegations

* * * * * *

 Staff interview with *+%,
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PART VI: U.S. PRODUCERS’ EFFORTS TO COMPETE AND
REQUESTED RELIEF

EFFORTS BY U.S. PRODUCERS TO COMPETE

U.S. firms were requested in the Commission’s producer questionnaire to provide information on
their competitive efforts since January 1998, and the adjustments they would make in their DIWF
operations if import relief were granted. Their responses are presented in tables VI-1 and VI-2,
respectively. For the majority of the firms, capital expenditures for the purchase of replacement
equipment and environmental items were the leading expenditures.

Table Vi-1
DIWF: Responses regarding efforts undertaken to compete since January 1, 1998, by firm

* * % * * * *

Table V]-2
DIWF: Responses regarding adjustments to operations If import relief were provided, by firm
* * * * * * *
REQUESTED IMPORT RELIEF

Petitioner requested that the Commission recommend a tariff of 95 percent on imports of DIWF from
China as an import remedy based upon the difference between the average unit value of imports of DIWF
from China in interim 2003 and the domestic industry's *** DIWF in interim 2003.! Petitioner argued
that the imposition of a 95 percent tariff should facilitate price increases in the U.S. market that will
allow the domestic industry to sell DIWF at prices that will enable it to regain its financial health, and
that the remedy requested is “practical, realistic, and necessary to prevent or remedy the market
disruption that has occurred in the U.S. DIWF market.”

Because respondents argued that market disruption does not exist, they urged the Commission to
deny petitioners’ request for a 95 percent ad valorem tariff on imports of DIWF from China.
Respondents further argued that petitioner’s proposed remedy “would destroy” the U.S. market position
of Chinese imports and shift volumes to nonsubject sources, and that there is “no remedy that can
ameliorate the condition of the domestic industry here, and thus imposition of any remedy would be
improper.™

Information relating to the differential (mark up) between the import and shipment
values by U.S. importers is presented in table VI-3 and appendix H. The magnitude of mark ups varied
and was dependent on the U.S. importer and the source of imports.

! The tariff rate was calculated using the AUV of Chinese imports of DIWF in interim 2003 of $*** per ton,
compared to *** for the same period of $*** per ton. Petitioner’s prehearing brief, p. 39, fn. 37.

? Petitioner’s posthearing brief, p. 8.
* Chinese respondents’ posthearing brief, p. 48.



Table VI-3
DIWF: U.S. importers’ mark ups for U.S. shipments of imports, by firms, 1998-2002, January-June
2002, and January-June 2003

* * * e * L *
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INTERNATIONAL TRADE
COMMISSION

[Investigation No. TA—421-4]

Certain Ductile Iron Waterworks
Fittings From China

AGENCY: United States International
Trade Commission.

ACTION: Institution and scheduling of an
investigation under section 421(b) of the
Trade Act of 1974 (19 11.5.C. 2451(b))
(the Act).

SUMMARY: Following receipt of a
petition, on September 5, 2003, an
behalf of McWane, Inc.,? Birmingham,
AL, the Commission instituted
investigation No. TA-421—4, Certain
Ductile Iron Waterworks Fittings from
China, under section 421(b} of the Act
to determine whether certain ductile
iron waterworks fittings 2 from China
are being imported into the United
States in such increased quantities or
under such conditions as to cause or
threaten to cause market disruption to
the domestic producers of like or
directly competitive products. The
petition also alleges under section 421{i)
of the Act that critical circumstances
exist with respect to the subject
products and requests that provisional
relief be provided. Accordingly, the
Commission will determine whether
delay in taking action would cause
damage to the relevant domestic
industry which would be difficult to
repair, and if that determination is
affirmative, make a preliminary
determination of whether imports of
certain ductile iron waterworks fittings

1 McWane aperates three subsidiaries that

produce the subject products including: Clow Water
Systems Co., Coshoctan, OH; Tyler Pipe Co., Tyler,
TX; and Union Foundry Co., Anniston, AL.

*The products subject ta this investigation are
cast pipe or hizbe fittings of ductile iron {containing
2.5 percent carbon and aver 0.02 percent
magnesium or magnesium and cerium, by weight)
with mechanical, push-on (rubber compression) or
flanged joints attached. Dmetile iron waterwaorks
fittings are used to join pipes, valves, and hydrants
in straight lines or to change, divert, divide, or
direct the flow of water or sewage in mynicipal
utility and indusirial piping systems. Included
within this definition are fittings of all nominal
diameters and of both full-bodied and compact
designs.

‘The imported products are provided for in
statistical reporting numbar 7307.19.3070 of the
Harmonized Tariff Schedule of the United States
{HTS). Although the HTS category is provided for
convenlence and Customs purposes, the wrilten
description of the merchandise under investigation
is dispositive.
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from China have caused or threaten to
cause market disruption.

For further information concerning
the conduct of this investigation,
hearing procedures, and rules of general
application, consult the Commission’s
rules of practice and procedure, part
201, subparts A through E (19 CFR part
201), and part 206, subparts A and E (19
CFR part 206).

EFFECTIVE DATE: September 5, 2003.

FOR FURTHER INFORMATION CONTACT: Fred
Ruggles (202-205-3187 or
fruggles@ugite.gov), Office of
Investigations, 11.S. International Trade
Commission, 500 E Street, SW.,
Washington, DC 20436. Hearing-
impaired persons can obtain
information on this matter by contacting
the Commission’s TDD terminal on 202—
205-1810. Persans with mobility
impairments who will need special
assistance in gaining access to the
Commission should contact the Office
of the Secretary at 202-205~2000,
General information concerning the
Commission may also be obtained by
accessing its Internet server (http://
www.usitc.gov). The public record for
this investigation may be viewed on the
Commission’s electronic docket (EDIS}
at htip://edis.usitc.gov.

SUPPLEMENTARY INFORMATION:
Participation in the investigation and
service list—Persons wishing to
participate in the investigation as
parties must file an entry of appearance
with the Secretary to the Commission,
as provided in section 201.11 of the
Commission’s rules, not later than seven
days after publication of this notice in
the Federal Register. The Secretary will
Pprepare a service list containing the
names and addresses of all persons, or
their representatives, who are parties to
this investigation upon the expiration of
the period for filing entries of
appearance,

Limited disclosure of confidential
business information (GBI} under an
administrative protective order {APO}
and CBI service list—Pursuant to
section 206.47 of the Commission’s
rules, the Secretary will make CBI
gathered in this investigation available
to authorized applicants under the APO
issued in the investigation, provided
that the application is made not later
than seven days after the publication of
this notice in the Federal Register. A
separate service list will be maintained
by the Secretary for those parties
authorized to receive CBI under the
APC,

Service of the petition~~The Secretary
shall promptly notify a petitioner when,
before the establishment of a service list
under section 206.17(a)(4] of the

Commission’s rules, he or she approves
an application under section
206.17(a)(2} pursuant to section 206.47.
When practicable, this notification shall
be made by facsimile transmission. The
petitioner shall then serve a copy of the
petition, including all confidential
business information, an the approved
lead authorized applicants in
accordance with section 206.17(f)
within two {2} calendar days of the time
notification is made by the Secretary.

Upon establishment of the service list,
the petitioner shall serve the lead
authorized applicants enumerated on
the list established by the Secretary
pursuant to section 206.17(a)(4) that
have not been served pursuant to the
preceding paragraph within two (2}
calendar days of the establishment of
the Secretary’s list.

Conference.—The Commission has
scheduled a conference in connection
with this investigation beginning at 9:30
a.m. on September 26, 2003, at the U.S.
International Trade Commission
Building. Subjects related to critical
circumstances and provisional remedy
proposals may be addressed at the
conference. Parties wishing to
participate in the conference should
contact Fred Ruggles (202—-205-3187; e-
mail; fruggles@usitc.com) not later than
September 23, 2003, to arrange for their
appearance. Parties in support of the
imposition of provisional import relief
in this investigation and parties in
opposition to the imposition of such
relief will each be collectively allocated
one hour within which to make an oral
presentation at the conference. Oral
testimony and written materials to be
submitted at the conference are
governed by sections 201.6{(b)(2) and
201.13(f} of the Commission’s rules.

Hearing—The Commission has also
scheduled a hearing in connection with
this investigation beginning at 9:30 a.m,
on November 6, 2003, at the U.S,
International Trade Commission
Building. Subjects related to both
market disruption or threat thereof and
remedy may be addressed at the
hearing. Requests to appear at the
hearing should be filed in writing with
the Secretary to the Commission on or
before October 28, 2003. All persons
desiring to appear at the hearing and
make oral presentations should attend a
prehearing conference to be held at 9:30
a.m. on October 30, 2003, at the U.S.
International Trade Commission
Building. Oral testimony and written
materials to be submitted at the hearing
are governed by sections 201.6(b)(2) and
201.13{f) of the Commission's rules.
Parties must submit any request ta
present a portion of their hearing

testimony in camera no later than 7
days prior to the date of the hearing.

Written submissions.—Each party is
encouraged to submit briefs to the
Commission. The deadline for filing
postconference briefs relating to critical
circumstances market disruption and/or
provisional remedy proposais is October
1, 2003, The deadline for filing
prehearing briefs is October 28, 2003,
and the deadline for posthearing briefs
is November 12, 2003. In addition, any
person who has not entered an
appearance as a party to the
investigation may submit a written:
statement of information pertinent to
the consideration of critical
circumstanges market disruption and/or
provisional import relief on or before
October 1, 2003; and a written statement
related to the consideration of market
disruption or threat thereof and/or
remedy on or before November 12, 2003.
Parties may submit final comments on
market disruption on or before
November 26, 2003, and on remedy on
or before Dscember 8, 2003. Final
comments shall contain no more than
ten (10) double spaced and single sided
pages of textual material, and shall only
concern information disclosed after the
filing of posthearing briefs. Comments
containing new factual information
shall be disregarded. All written
submissions must conform with the
provisions of section 201.8 of the
Commission’s rules; any submissions
that contain CBI must also conform with
the requirements of section 201.6 of the
Commission’s rules. The Commission’s
tules do not authorize filing of
submissions with the Secretary by
facsimile or electronic means, except to
the extent permitted by section 201.8 of
the Commissian’s rules, as amended, 67
FR 68036 (November 8, 2002),

In accordance with section 201.16{c)
of the Commission's rules, each
document filed by a party to the
investigation must be served on all other
parties to the investigation (as identified
by the service list}, and a certificate of
service must be timely filed. The
Secretary will not accept a document for
filing without a certificate of service.

Remedy—Parties are reminded that
no separate conference or hearing on the
issues of provisional remedy or final
remedy wil] be held. Those parties
wishing to present arguments on the
issues of remedy may do so orally at the
conference or hearing; or in their
postconference briefs, prehearing briefs,
posthearing briefs, or final comments on
remedy.

Authority: This investigation is baing
conducted under the autharity of section 421
of the Trade Act of 1974; this notice is
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published pursuant to section 206.3 of the
Comumission's Tules,

Issued: September 9, 2003.
By order of the Commission.
Marilyn R. Abbott,
Secretary.
[FR Doc. 03—23420 Filed 8-12-03; 8:45 am]
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INTERNATIONAL TRADE
COMMISSION

[Investigation No. TA-421-4]

Certain Ductlle Iron Waterworks
Fittings From China

Determination
On the basis of information developed
in the critical circumstances phase of

the subject tuvestigation, the United
States International Trade Commission

determines, pursuant to section 421(i) of permitted to appear in person or by

the Trade Act of 1974, that critical
circumstances do not exist with respect
to imports of certain ductile iron
waterworks fittings from China,
Specifically, the Commission makes a
negative determination under section
221(i)(1}A) with respect to whether
delay in taking action under this section
would cause damage to the relevant
domestic industry which would be
difficult to repair.?

Background

Fallowing receipt of a petition filed
on September 5, 2003, on behalf of
McWane, Inc.,? Birmingham, AL, the
Commission instituted investigation No.
TA-421-4, Certain Ductile Iron
Waterworks Fittings from China, under
section 421(b) of the Act to determine
whether certain ductile iron waterworks
fittings 4 from China are being imported
into the United States in such increased
quantities or under such conditions as
to cause or threaten to cause market
disruption to the domestic producers of
like or directly competitive products.
The petition also alleged under section
421(i) of the Act that critical
circumstances exist with respect to the
subject products and requested that
provisional relief be provided.

Notice of the institution of the
Commission’s investigation and of the
scheduling of a staff conference during
the critical circumstances phase and a
subsequent public hearing to be held in
the investigation was given by posting
copies of the notice in the Office of the
Secretary, U.S. International Trade
Commission, Washington, DG, and by
publishing the notice in the Federal
Register of September 15, 2002 (68 F.R.
54010). The staff conference in
connection with the critical

circumstances phase of the investigation

was held on September 26, 2003 in
Washington, DC; all persons who
requested the opportunity were

118 U.5.C. 2451(i).

2 Commissioner Lane makes an affirmative
determination under section 421{i)}{1){A), and
therefore dissents. Commissioner Pearson did not
participate in this determination.

IMcWane operates three snbsidiaries that

preduce the subject products including: Clow Water

Systams Ca., Coshocfon, OH; Tyier Pipe Co., Tyler,
TX; and Union Foundry Co., Anniston, AL.

4 The products subject to this investigation are
cast pipe or tube fittings of ductile iron (containing
2.5 percent carbon and ovar 0.02 percent
magnesium or magnesium and cerium, by weight]
with mechanical, push-on (nthber compression) or
flanged joints attached. Included within this
definition are fittings of all nominal diameters and
of bath full-hodied and compact designs. The
imported products are provided for in statistical
reporting number 7307.1%.3070 of the Harmanized
Tariff Schedule of the United States (HTS).

counsel,

The Commission transmitted its
determination in the critical
circumstances phase of this
investigation to the President on
October 20, 2003. The views of the
Cominission are contained in USITC
Publication 3642 [October 2003),
entitled Certain Ductile Iron Waterworks
Fittings from China: Investigation No.
TA-421-4 [Critical Circumstances
Phase).

Issued: October 20, 2003,
By order of the Commission.
Marilyn R. Abbott,
Secretary to the Commission.
[FR Doc. 03-26813 Filed 10-23-03; 8:45 am]
BILLING CODE 7020~02-P
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INTERNATIONAL TRADE
COMMISSION

[Investigation No. TA—421-4]

Ductlle iron Waterworks Fittings From
China; Notlce of Commisslon
Determination To Conduct a Portlon of
the Hearlng in Camera

AGENCY: International Trade
Commission.

ACTION: Closure of a portion of a
Commission hearing to the public,

SUMMARY: Upon request of counsel for
Chinese Respondents, the Commission
has determined to conduct a portion of
its hearing in the above-captioned
investigation scheduled for November 8,
2003, in camera. See Commission rules
201.13(m) and 201.35(b)(3) (19 CFR
201.13(m) and 201,35(b){3)). The
remainder of the hearing will be open to
the public. The Commission has
determined that the seven-day advance
notice of the change to a meeting was
not possible. See Commission rule
201.35(a), (c)(1} (15 CFR 201.35(a).
(c)(1)).

FOR FURTHER INFORMATION CONTACT:
William Gearhart, Office of General
Counsel, U.S. International Trade
Commission, 500 E Street, SW.,
Washington, DC 20436, telephone 202—
205~3091, e-mail wgearhart@usitc.gov.
Hearing-impaired individuals are
advised that information on this matter
may be obtained by contacting the
Commission’s TDD terminal on 202
205-1810.

SUPPLEMENTARY INFORMATION: The
Commission believes that counsel has
justified the need for a closed session.
Counsel seeks a closed session to
provide a full discussion of information
relating to pricing data, its analysis of
domestic industry and Petitioner
financial performance, indicators of the
extent of competition between domestic
product and subject imports, and
domestic shipments and domestic
producer market share trends. Because
such discussions will necessitate
disclosure of confidential business
information (CBI), they can only occur
if a portion of the hearing is held in
camera. In making this decision, the
Commission nevertheless reaffirms its
belief that whenever possible its
business should be conducted in public.

The hearing will include the usnal
public presentations by parties, with
questions from the Commission. In
addition, the hearing will include in
camera sessions for confidential
presentations by Chinese Respondents
and for questions from the Commission
relating to the CBI. For any in camera
session the room will be cleared of all
persons except for those company
officiais and their counsel who are
authorized to have access to the CBI at
issue. See 19 CFR 201.35(b)(1). (2). The
time for the party's presentations in the
in camera session will be taken from its
overall allotment for the hearing, All
persons planning to attend the in
camera portions of the hearing should
be prepared to present proper
identification.

Authority: The General Counsel has
certified, pursuant to Commission Rule
201.39 (19 CFR 201.39) that, in her opinion,
a portion of the Commission’s hearing in Inv.
No. TA—421-4, Ductile Iron Waterworks
Fittings from China, may be closed to the
public to prevent the disclosure of CBL

By order of the Commission.
Issued: November 5, 2003,
Marilyn R. Abbott,
Secretary to the Commission.
[FR Doc. 03—-28510 Filed 11-13-03; 8:45 am]
BILLING CODE 7026~-02-P
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INTERNATIONAL TRADE
COMMISSION

[Investigation No, TA-421-4]

Certain Ductlle Iron Waterworks
Fittings From China
Determination

On the basis of information developed
in the subject investigation, the United
States International Trade Commission
determines, pursuant to section
421(b)(1) of the Trade Act of 1974, that
certain ductile iron waterworks fittings 2
from the People’s Republic of China are
being imported into the United States in
such increased quantities or under such
conditions as to canuse market disruption
to the domestic producers of like or
directly competitive products.3

Background

Following receipt of a petition, on
September 5, 2003, on behalf of
McWane, Inc.,2 Birmingham, AL, the
Commission instituted investigation No.
TA—421-4, Certain Ductile Iron
Waterworks Fittings from China, under
section 421(b) of the Act to determine

118 17.5.C. 2451 [b)(1).

2The products subject to this investigation are
cast pipe or tube fittings of ductile iron [containing
2.5 percent carbon and over .02 percent
magnesium or magnesium and cerium, by weight}
with mechanical, push-on {rubber compression) or
flanged joints attached. Included within this
definition are fittings of all nominal diameters and
of both full-badied and compact designs. The
imported products are provided for in statistical
reporting number 7307.19.3070 of the Harmonized
Tariff Schedule of the United States (HTS).

3 Commissioners Koplan and Lane determine that
certain ductile iron waterworks fittings from China
are being importsd into the United States in such
increased quantities as to cause market disruption
to the domestic producers of like products.

+McWane operates three subsidiaries that
praduce the subject products including: Claw Water
Systems Co., Coshocton, OH; Tyler Pipe Co., Tyler,
TX: and Union Foundry Co., Anniston, AL,
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whether certain ductile iron waterworks
fittings from China are being imported
into the United States in such increased
quantities or under such conditions as
to cause market disruption to the
domestic producers of like or directly
competitive products. The petition also
alleged under section 421{i)(1)(A) of the
Act, that critical eircumstances exist
with respect to imports of the subject
preduct from China, and on October 20,
2003, the Commission made a negative
determination 5 & with respect to
whether delay in taking action under
this section would cause damage to the
relevant domestic industry which
would be difficult to repair (68 FR
61013, October 24, 2003).

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

By order of the Commission.

Issued: December 8, 2003.

Marilyn R. Abbott,

Secretary.

{FR Doc. 03-30731 Filed 12-11-03; 8:45 am]
BILLING CODE 7020-02-P

5 Commissioper Lane made an affirmative critical
circumstances determination.

& Commissioner Pearson did not participate in the
critical circumstances determination,
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CALENDAR OF THE PUBLIC CONFERENCE

Those listed below appeared as witnesses at the United States International Trade
Commission’s conference held in connection with the following investigation:

Subject: Certain Ductile Iron Waterworks Fittings from China
Inv. No.: TA-421-4 (Critical Circumstances Phase)
Date and Time: September 26, 2003 - 9:30 am
The conference was held in Room 101 (Main Hearing Room) of the United States
Intemational Trade Commission Building, 500 E Street, SW, Washington, DC,
IN SUPPORT OF IMPORT RELIEF:
Collier Shannon Scoit
Washington, DC

on behalf of

Ransom Industries, LP
David Green, President

Tyler Pipe Co.
Don Waugaman, Vice President for Sales & Administration
Joel Blair, National Sales Manager for Utility Products

East Jordan Iron Works, Inc.
Thomas Teske, General Manager, Vice President of Sales & Marketing

United Steelworkers Union of America
William Klinefelter, Assistant to the International President, Legislative and
Political Director

Georgetown Economic Services, LLC

Michael Kerwin
Brad Hudgens
Paul Rosenthal }
Robin Gilbert )"OF COUNSEL



IN OPPOSITION TO IMPORT RELIEF:

Paul, Hastings, Janofsky & Walker LLP
Washington, DC
on behalf of

Beijing Tongzhou Sengzhuang Foundry, Beijing Cheng Hong Foundry and the
China Chamber of Commerce of Metals, Minerals & Chemical Importers and
Exporters

John Reilly, Nathan Associates, Inc

Hamilton Loeb
Scott Flicker OF COUNSEL
Alexander W. Koff
White & Case
Washington, DC
on behalf of
SIGMA

Victor Pais, President
Siddharth Bhattacharji, Vice President
Larry Rybacki, Vice President, Marketing

Keir Whitson, Consultant
Robert Gosselink )»-OF COUNSEL

Neville Peterson, LLP
Washington, DC

on behalf of

Pipeline Components, Inc.
Steve Saha, Executive Vice-President

Lawrence J. Bogard )-OF COUNSEL
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IN OPPOSITION TO IMPORT RELIEF:--Continued
Lafave & Sailer LLP

Washington, DC

on behalf of

Star Pipe Products, Inc.
Dan McCutcheon, Vice President

Francis J. Sailer )--OF COUNSEL
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States International Trade Commission’s
hearing held in connection with the following investigation:

Subject: Certain Ductile Iron Waterworks Fittings from China
Inv. No: TA-421-4
Date and Time: November 6, 2003 - 9:30 a.m.

The hearing was held in Room 101 (Main Hearing Room) of the United States
International Trade Commission Building, 500 E Street, SW, Washington, D.C.

IN SUPPORT OF RELIEF:

Collier Shannon Scott PLLC
Washington, D.C.

on behalf of

McWane, Inc.
David Green, President, Ransom Industries, I.P
Don Waugaman, Vice President, Sales & Administration, Tyler Pipe Industries
Joel Blair, National Sales Manager, Utility Products, Tyler Pipe Industries

U.S. Pipe and Foundry
James R. Murray, Vice President, Business Development
John E. Freeman, Vice President and Corporate Counsel

East Jordan Iron Works, Inc.
Thomas Teske, General Manager and Vice President of Sales & Marketing

United Steel Workers of America
Leo W. Gerard, International President

Georgetown Economic Services, LLC
Michael T. Kerwin, Economic Consultant
Brad Hudgens, Economic Consultant

Paul C. Rosenthal )
Robin H. Gilbert ) - OF COUNSEL
John M. Herrmann )
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IN OPPOSITION TO IMPORT RELIEF:

Paul, Hastings, Janofsky & Walker LLP
Washington, D.C.
on behalf of

Beijing Tongzhou Songzhuang Foundry, Beijing Cheng Hong Foundry and the
China Chamber of Commerce of Metals, Minerals & Chemical Importers and

Exporters

John Reilly, Nathan Associates, Inc

Hamilton Loeb
Scott Flicker
Alexander W. Koff
White & Case
Washington, DC
on_behalf of
SIGMA

Victor Pais, President
Siddharth Bhattacharji, Vice President
Larry Rybacki, Vice President, Marketing

Groeniger, Groeniger & Company

Mike Groeniger, President
CI Thornburg
Eddie Morrison, President
Robert Gosselink
Keir Whitson
Elliot Lindquist
Neville Peterson, LLP
Washington, DC
on behalf of

Pipeline Components, Inc.
Steve Saha, Executive Vice-President

}-OF COUNSEL

OF COUNSEL

Lawrence J. Bogard )~OF COUNSEL
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IN OPPOSITION TO IMPORT RELIEF: -Continued

Lafave & Sailer LLP
Washington, DC
on behalf of

Star Pipe Products, Inc.

Dan McCutcheon, Vice President
Peter Lisowski, Accounts Manager

Francis J. Sailer )
Daniel W. Klett j'OF COUNSEL
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Table C-2

DIWF: Summary data concerning the U.S. market, January-June 2002, July-December 2002, and January-

June 2003

{Quantity=short tons; value=1,000 dollars; unit valuss, unit labor costs, and unit expenses are par short tor; and period
changes=percent, except where noted)

Reported data Period changes
Jan~June July- Dec,
Jan.~ung July-Dec. Janadune | JansJune | 2002 - July- | 2002 - Jan.-
ftem 2002 2002 2003 2002-2003 Dec. 2002 { June 2003
U.S. consumption quantity:
Amount 64,654 66,448 67,914 50 2.8 2.2
Producers' 5hare1 e rr o - e ko
Imporiers’ share:'
China 17.3 178 18.0 o7 05 0.2
Ofther sources g e v ey Y P
Towl vy vy vy p—y iy ey
U.S. consumption value:
Amount 121,501 120,008 119,283 2.1 -1.6 -0.6
Producers‘ Shal"&‘ ek ey ey e ok L
Importers’ share:'
China 172 16.8 18.2 10 0.8 1.6
Ofthar sources o e v e oYy pa—
Total = e P P e P
U.S. shipments of imports from-
China:
Cuantity 11,174 11,835 12,233 9.5 5.0 3.4
Value 20,989 19,829 21,714 35 -5.1 9.0
Unit value $1.878 $1,684 $1,775 -5.5 -10.4 5.4
Ending inventory 11,961 10,686 11,998 0.3 -10.7 12.3
Other sources:
Quantity voe ver e ee . -
Valuo o e ey ey v o
Unit value vy vy —— o o e
Ending inventory e pay o o - s
All sources
Quantity - e e e - e
Valug s e oy ey e, e
Unit valus e v ey o Frm o
Ending inventory e P v e vy P
L.S. imports from~*
China:
Quantity 13,772 11,288 14,022 1.8 -18.0 241
Value 12,387 10,269 11,758 -5.1 =174 145
Unit value 3899 $909 $839 -6.8 1.1 77
All other sources:
Quantity we e e wew . .
Value ey prey oy oy e Py
Unit value o e e e Prve e
All sources:
Quantity wr wer wn wew -
Value e e P P e P
Unit value ey p o s — P

Tabte continued on next page.
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(Quantity=short tons; value= 1,000 dolflars; unit values, unit labor costs, and unit expenses are per short tor; and period

changes=parcent, except whare noted)

Reported data Period changes
Jan.~June July- Dec,
Jan.~June July-Dec, Jan.-June Jan.-June - | 2002 - July- | 2002 - Jan.-
Item 2002 2002 2003 2002-2003 Dec. 2002 | June 2003
U.5. producers'--
Capacity quantity vex - ere - . wes
Production quantity e proy pw s e e
Capacity utilization' P o e waw e P
U.S. shipments:
Quantity ave ver s e e
Vailue T won P P e ar
Unit value e e s Py os e
Export shipments:
Quantity e e _— - _— var
Valus e e e wer prey e
Unit Vall.le i e e ik ha ke
Ending inventory quantity o wen s I Py en
Inventories/total shipments’ b e hid e i il
Production workers 1,158 998 1,017 -12.2 -13.8 1.9
Hours workw (1,000 hours) e i iy A wha L1
Wages paid (7,000 dollars) it pirt e e e
Hourly wages $18.65 $18.58 $18.48 0.9 0.4 0.5
Produgtivity (torns/1,600 hrs) 3986 40.9 40.4 1.9 3.2 13
Unit labor costs $470.53 $454.25 $457.67 27 35 0.8}
Net sates:
Quantity o o o~ N an -
Value ween P o e r P
Unit valus s o p e P P
COGS = e e e s e
Gross profit or (I0ss) s e o e e ——
SGRA expensas - - - e b e
Operating income ek whw wen P e Py
Capital expendituras e e o prws s o
Unit COGS vy pres e — o i
Unit SG&A expenses P ww Jues Py e r
Unit operating incote e e s P o
COGSISEES' 1) b rh wak La Ty hw
Operating income or
(]035}!53]651 Ly 1% Sk ik Wk o
' Period changes are in percentage points.
2 Data for imports are not included in apparent consumption bu‘l are presented for informational purposes.
Note. —Bacause of rounding, figures may not add 1o the totals shown.
Source: Compiled from data submitted in response to Commission questionnaires.
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APPENDIX D

U.S. SHIPMENTS BY SIZE AND TYPES

D-1






Table D-1
DIWF: U.S. producers’ U.S. shipments, U.S. shipments of imports, by product categories,
1998-2002, January-June 2002, and January-June 2003

% # * * * * *
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APPENDIX E

U.S. PRODUCERS’ COMPANY-BY-COMPANY COMPARISONS






Table E-1

DIWF: U.S. producers’ trade and employment comparisons, by firms, 1998-2002, January-June
2002, and January-June 2003

* * * * * * *
Table E-2

DIWF: U.S. producers’ financial data, by firms, fiscal years 1998-2002, January-June 2002, and
January-June 2003
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AFPPENDIX F

EFFECTS OF IMPORTS OF CERTAIN DUCTILE IRON WATERWORKS
FITTINGS FROM CHINA ON U.S. FIRMS’ EXISTING DEVELOPMENT AND
PRODUCTION EFFORTS, GROWTH, INVESTMENT, AND ABILITY TO
RAISE CAPITAL






The Commission requested U.S. firms to describe any actual or anticipated negative effects,
since January 1, 2000, of imports of certain ductile iron waterworks fittings from China on their growth,
investment, and ability to raise capital or development and production efforts (including efforts to
develop a derivative or more advanced version of the product).’” Responses are shown below.

Actual Negative Effects

ACIPCO ok
McWane? *Ek
U.S. Pipe kR
Anticipated Negative Effects
ACIPCO ok
McWane? >k
U.S. Pipe Xk
sk

? Actual negative effects were described by the individual subsidiaries. The anticipated negative effects were
described in McWane’s consolidated response.
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APPENDIX G

PRICING DATA BY U.S. PRODUCER
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Table G-1
DIWF: Weighted-average selling prices and quantities of product 1, as reported by U.S. producers
McWane and U.S. Pipe, by quarters, January 1998-June 2003

* * * * * * %

Table G-2
DIWF: Weighted-average seiling prices and quantities of product 2, as reported by U.8. producers
McWane and U.8S. Pipe, by quarters, January 1998-June 2003

% * * *® * #* *

Table G-3
DIWF: Weighted-average selling prices and quantities of product 3, as reported by LS. producers
McWane and U.S. Pipe, by quarters, January 1998-June 2003

* * * * * * *

Table G-4
DIWF: Weighted-average selling prices and quantities of product 4, as reported by U.S. producers
McWane and U.S. Pipe, by quarters, January 1998-June 2003

* * * * * % *

Table G-5
DIWF: Weighted-average selling prices and quantities of product 5, as reported by U.S. producers
McWane and U.S. Plpe, by quarters, January 1998-June 2003

* ® * * * % %
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APPENDIX H

U.S. IMPORTERS’ COMPANY-BY-COMPANY COMPARISONS
OF IMPORTS AND SHIPMENTS OF IMPORTS

-1






Table H-1
DIWF: U.S. importers’ imports from China, by firms, 1998-2002, January-June 2002, and January-
June 2003

Table H-2
DIWF: U.S. importers’ U.S. shipments of imports from China, 1998-2002, January-June 2002, and
January-June 2003

Table H-3
DIWF: U.S. importers’ imports from all other sources, by firms, 1998-2002, January-June 2002, and
-January-June 2003

Table H-3
DIWF: U.S. importers’ U.S. shipments of Imports from all other sources, by firms, 1998-2002,
January-June 2002, and January-June 2003

P * " * * * -



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

