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Inquiry No.: NQ-90-005

IN THE MATTER OF an inquiry under section 42 of the Special Import
Measures Act respecting:

CERTAIN CARBON STEEL WELDED PIPE
ORIGINATING IN OR EXPORTED FROM ARGENTINA, INDIA,
ROMANIA, TAIWAN, THAILAND, AND VENEZUELA

FINDING

The Canadian Internationa Trade Tribund, under the provisions of section 42 of the
Special Import Measures Act, has conducted an inquiry following the issuance by the Deputy
Minister of Nationa Revenue for Customs and Excise of a preiminary determination of
dumping dated March 28, 1991, and of afind determination of dumping dated June 21, 1991,
respecting the importation into Canada of carbon steel welded pipe originating in or exported
from Argentina, India, Romania, Taiwan, Thailand, and Venezuela, in the nomina sze range
12.7 mm to 406.4 mm (1/2in. to 16 in.) inclugive, in various forms and finishes, meeting one or
more of the following specifications: ASTM A53, ASTM A120, ASTM A795, ASTM A252,
ASTM A589, or AWWA C200-80, or equivalent specifications, including water well casing,

piling pipe, sprinkler pipe, and fencing pipe.

Pursuant to subsection 43(1) of the Special Import Measures Act, the Canadian
Internationa Trade Tribuna hereby finds that the dumping in Canada of the aforementioned
goods originating in or exported from Argentina, India, Romania, Tawan, Thaland and
Venezuda has caused, is causing and is likely to cause materia injury to the production in
Canada of like goods.
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Special Import Measures Act - Whether the dumping of the above-mentioned goods
has caused, is causing or is likey to cause materid injury, or has caused or is causng
retardation to the production in Canada of like goods.

DECISION: The Canadian Internationd Trade Tribund hereby finds that the
dumping in Canada of the aforementioned goods originating in or exported from Argentina,
India, Romania, Taiwan, Thalland and Venezuela has caused, is causng and is likely to cause
materia injury to the production in Canada of like goods.
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STATEMENT OF REASONS

SUMMARY

The purpose of this inquiry is to determine whether the dumping in Canada of carbon
sted welded pipe (standard pipe) originating in or exported from Argenting, India, Romania,
Tawan, Thailland and Venezuela has caused, is causing or is likely to cause materia injury to
the production in Canada of like goods.

Stelpipe (A Unit of Stelco Inc.), lpsco Inc. (Ipsco) and Sidbec-Dosco Inc.
(Sidbec-Dosco) that, collectively, produce the entire range of the subject goods in Canada are
the complainantsin thisinquiry. They account for amgority of the domestic production of the
subject goods. They aleged that dumped carbon stedl welded pipe from the named countries
has resulted in price suppresson and price erosion, leading to a reduction in saes revenue,
market share and production, and less than adequate financid returns. Because the recesson
has affected demand for the subject goods, they suggested that there was every indication that
dumping would resume without an injury finding. Further, if dumping were alowed to
continue unchecked, at current levels, the threat of injury would be magnified and the industry's
ability to raise investment capita would be diminished.

According to counsdl for the importer and exporters, the industry's injury was not
caused by dumping, but ssemmed from other factors such as the recessonary pressures in the
economy, the high vaue of the Canadian dollar versus its American counterpart, the high cost
of freight in Canada and high transfer pricesfor skelp.*

The Canadian International Trade Tribunal (the Tribunal) found that the market for
the subject goods plummeted during the inquiry period. Meanwhile, the domestic

1. The carbon sted raw materid which isformed and welded to make pipe.
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industry lost market share while imports, a large dumping margins from the subject countries,
increased their penetration into a declining market.

The Tribunal has examined the evidence provided by the interested parties to this
inquiry and finds that the dumping of the subject goods has caused the industry to experience a
sgnificant loss in market share, price suppression that aggravated its financia performance and
reduced employment. Therefore, based on the foregoing, the Tribund finds that the dumping
of the subject goods from the named countries has caused, is causing and is likely to cause
materid injury to the domestic industry.

CONDUCT OF THE INQUIRY

The Tribund, under the provisons of section42 of the Special Import Measures
Act (SIMA), has conducted an inquiry following the issuance by the Deputy Minigter of
Nationd Revenue for Customs and Excise (the Deputy Miniger) of a preliminary
determination of dumping dated March 28, 1991, and of a find determinaion of dumping
dated June 21, 1991, respecting the importation into Canada of carbon sted welded pipe
originating in or exported from Argenting, India, Romania, Taiwan, Thaland and Venezuela, in
the nominal size range 12.7 mm to 406.4 mm (1/2 in. to 16 in.) inclusve, in various forms and
finishes, meeting one or more of the following specificationss ASTM A53, ASTM A120,
ASTM A795, ASTM A252, ASTM A589 or AWWA C200-80, or equivaent specifications,
including water well casing, piling pipe, sprinkler pipe, and fencing pipe. The Deputy Minister's
investigation into dumping covered importations of the subject goods between
January 1, 1990, and September 30, 1990.

The notices of preliminary and fina determinations of dumping were published in Part |
of the April 13, 1991, and July 13, 1991, editions of the Canada Gazette, respectively. The
Tribunal issued a notice of commencement of inquiry on April 2, 1991, that was published in
Part | of the April 13, 1991, edition of the Canada Gazette.

As part of the inquiry, the Tribund sent questionnaires to Canadian manufacturers and
importers of the subject goods, requesting production, financia, import and market
information, and other information, covering the period from January 1, 1988, to
March 31, 1991. From the replies to the questionnaires and other sources, the Tribund's
research staff prepared public and confidential pre-hearing staff reports.  The record of this
inquiry congsts of dl the Tribund exhibits, including public and confidentia sections of replies
to questionnaires, exhibits filed by the parties a the hearing and the transcript of al
proceedings. Public exhibits were made available to interested parties and confidential exhibits,
to independent counsdl only.

Public and in camera hearings were hed in Ottawa, Ontario, commencing
June 24, 1991. Stelpipe, Ipsco and Sidbec-Dosco, domestic producers of the subject goods,
were represented by counsel at the hearing, submitted evidence and made argument in support
of aninjury finding. Counsd for the importer, Rola Stedl Products, as well as counsd for the
exporters, Conduven SA., Yieh Hsng Enterprise Co., Ltd., Kao Hang Chang Iron and Stedl
Corp., The Tata Iron & Sted Co. (Tisco) and Meta exportimport, submitted evidence and
made argument in support of afinding of no injury.
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On duly 26, 1991, the Tribund issued afinding that the dumped goods had caused, was
causing and was likely to cause materid injury to the domestic production of like goods.

THE PRODUCT

The American Iron and Sted Indtitute (A1S) classifies carbon stedd welded pipe into
the following groups according to their end uses. standard pipe, pressure piping, line pipe,
water well pipe and oil country tubular goods. Carbon stedl welded pipe is produced on mills
using continuous weld (CW) and dectric resstance weld (ERW) technologies. Pipe produced
on the CW mills varies between a minimum of 0.405 in. and usudly amaximum of 4500 in. in
outsde diameter, while pipe produced on ERW mills has an outsde diameter ranging from
2.0in. to 24.0in. In both processes, after the forming of the pipe, the product undergoes
sraightening and end processing, i.e, it is cropped, faced, reamed. CW and ERW pipes are
interchangeable, although certain users prefer ERW to CW pipe.

Standard pipe, which is the subject of this inquiry and is defined in the find
determination of dumping, is generdly intended for the low-pressure conveyance of steam,
water, naturd gas, air and other liquids and gases in plumbing and heating systems. This pipe
is produced to the American Society for Testing Materids (ASTM) specifications, which
prescribe the composition and strength requirements. Mogt of the subject pipe is used in the
plumbing and the heating industries and is produced to ASTM A53 in standard, black wall and
in gavanized finishes. The preponderant nomind sizesinclude 1in., 2in., 3in., 4in., 6 in. and
8in. The ASTM A53 specification is considered to be of the highest quaity and is suitable for
welding, coiling, bending and flanging. Other gpplications for stlandard pipe include piling pipe
(ASTM A252), water well casng (ASTM A589 or AWWA C200-80), and sprinkler and
fencing pipe (ASTM A795). Carbon steel welded tube (ASTM 513) competes with standard
pipein the fencing segment of the market for the subject goods.

Mogt of the domestic production of standard pipe is marketed through nationd
digributors.  They have branches across Canada that purchase their requirements
independently from either domestic manufacturers, trading companies or by direct import.
There are dso many importers as well as domestic end users that import the subject pipe
directly. ERW pipe accounts for over 90 percent of imports.

THE DOMESTIC INDUSTRY

There are 10 firms producing the subject goods in Canada. Stelpipe, Ipsco and
Sidbec-Dosco, which produce al or most of the range of the subject goods, are the maor
producers and complainantsin thisinquiry. The other producers specidize in the production of
fewer pipe specifications and sizes. The combined output of the three complainants accounts
for over two-thirds of the domestic production. Therefore, for purposes of the present inquiry,
Stelpipe, [psco and Sidbec-Dosco represent the domestic industry.

Stelco Inc. (Stelco) produced and sold the subject goods under the "Stelco™ brand
until 1984. During that year, Stelco reorganised its tubular product facilities into a
separate business unit, "Stelco Pipe and Tube Company,” to produce and market these
products. This unit's name changed to "Stelpipe” in 1988. Stelpipe manufactures pipe,
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tube and other tubular products on eight mills located in Eastern and Western Canada.  Five of
the mills produce the subject goods. Four of them are at the Page-Hersey works in Welland,
Ontario, and thefifth isin Camrose, Alberta. Besides its milling operations, Stelpipe "tolls" out
some pipe production to Adtek Pipe & Tube Inc., in Weston, Ontario. Stelpipe uses both CW
and ERW processes and supplies the entire range of the subject goods.

Sidbec-Dosco is a wholly owned subsidiary of Sidbec Inc., which is owned by the
province of Quebec. It has four facilities in Canada, but produces standard pipe only in
Montréa. The Montréa facility uses CW technology for pipe up to 4 in. in outside diameter.
Since 1987, Sidbec-Dosco has sourced ERW pipe from Delta Tube (Delta), a company owned
jointly by Nova Sted and Sidbec Inc. Déltas sze range is 2in. to 6 in. in outside diameter.
During the inquiry period, Sidbec-Daosco sold pipe products throughout Canada, except British
Columbia

Ipsco began to produce the subject goods in 1957. 1psco operates nine ERW pipe
mills located in Regina, Edmonton, Red Deer and Cdgary. Five of the mills can produce the
subject goods. The sze range is from 2 3/8in. to 16 in. in outsde diameter. It has sold its
products throughout Canada, except the Maritimes.

Each of the three complainants is part of an integrated stedl firm. They use skelp, the
raw materid for carbon sted welded pipe, produced mainly in the sted mills of those firms.
Most of the other seven Canadian producers are independent pipe mill operations that purchase
skelp from stedl millsin Canada or abroad.

THE RESULTS OF THE DEPUTY MINISTER'S INVESTIGATION

The Deputy Minister's investigation covered imports of carbon sted welded pipe
(standard pipe) from Argenting, India, Romania, Taiwan, Thailand and Venezudla during the
period of January 1, 1990, to September 30, 1990. In the fina determination of dumping, the
Deputy Minister found that most imports of standard pipe from the subject countries had been
dumped by a weighted average margin of dumping varying from 13.6 percent to 46.5 percent
for the six named countries.

MARKET INDICATORS

Canadian consumption of the subject goods, over the inquiry period, pesked at
256,000 tonnes in 1988. It then declined sharply to 209,000 tonnesin 1989 and fell further to
202,000 tonnes during 1990. During the first quarter of 1991, the market continued to shrink.
Subject pipe consumption in the first quarter of 1991 was 41,000 tonnes down sharply from
57,000 tonnes in the first quarter of 1990. Totd sdes declined from $208 million in 1988 to
$151 million in 1990.

Domestic production of the subject goods declined throughout the inquiry period.
There were significant changes in domestic producers share of the market. 1n 1989,
it increased significantly from 1988, a year of high demand for pipe. In 1990, there was
a sharp decrease in the domestic industry's market share, particularly in the first quarter.
During the latter part of 1990 and the first quarter of 1991, the domestic industry had
recovered some of this lost market share. Among domestic producers, Stelpipe was
generadly able to maintain its production levels and increase its share of the domestic
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market. Sidbec-Dosco maintained its share in the market, dbeit a lower levels of production.
Ipsco and other domestic producers lost market share.

The market share of imports of standard pipe from the named countries increased from
11 percent in 1988 to 14 percent in 1990, then dipped to 7 percent during the first quarter
of 1991, while that of imports from countries signatories to price undertaking fell from
5 percent in 1988 to 3 percent in 1990, then rebounded to 8 percent during the first quarter
of 1991. Korean imports, which held 6 percent of the market during 1988, plummeted to
1 percent of the market in 1990 and the first quarter of 1991. The consumption of U.S. pipe
increased from 1 percent in 1988 to 7 percent in 1991, with much of the increase occurring
later in the period and in a declining market. Meanwhile, imports from the rest of the world
fluctuated irregularly between 3 percent of the market in 1988 and 1 percent during the first
quarter of 1991.

The average unit saes vaues of the subject goods sold by the three complainants fell
about 11 percent between 1988 and the first quarter of 1991. These average sdes values were
higher than the average unit sales values of most imports.

According to the financia data they provided, the three producers experienced
declining sdes, albelt a variable rates. These data also reved that Stelpipe reported severe and
increasing losses through each phase of the inquiry period. On the other hand, Ipsco's
profitability rebounded during 1990 and the first quarter of 1991, to a level equa to that
achieved during 1988. Meanwhile, Sidbec-Dosco's profits steadily eroded.

THE COMPLAINT

Stelpipe

Counsdl argued that Stelpipe's materid injury has taken the form of substantid price
eroson and price suppression, reduced sdes, growing losses, underutilization of capacity,
reduced employment and a stagnant market share.

Counsdl compared the economic indicators in the Tribund's Review No. RR-89-008
respecting the same products from Korea with those devel oped for the current inquiry. Korea
dumped imports at amargin of 19 percent and captured 1.4 percent of the market during 1989.
In this inquiry, imports from the subject countries were found to be dumped a an average
margin of 33 percent and held about 10 percent of the market for the subject goods. Counsel
concluded that, snce the Tribund's order was in the affirmative with respect to the Korean
case, it would be "contradictory” not to find past, present and future injury in this case. The
margins of dumping and the level of import penetration estimated for these products have been
consderably greater than those of the Korean products.

Counsdl noted that one of Stelpipe's main indicators of injury in the current case was
price eroson and price suppresson. To protect its market share in a very competitive,
contracting market, where price is consgdered to be the most important factor, Stelpipe
discounted deeply (20 percent) its published price list in Western Canada and introduced an
incentive plan in Eastern Canada to encourage distributors, in that regiond market, to buy
domestic pipe. Also, the financid portion of Stelpipe's brief shows that price erosion and price
suppression have adversdly affected this producer's profitability.



-6-

Besides the marked reduction in demand for the subject goods, which, for the most
part, has been associated with the dowdown in the congtruction industry (magor user), the
subject goods have been increasingly sold by "attaché case’ traders. Witnesses testified that
these traders import pipe in large quantities in limited sizes for quick sale at the docks in
Montréal or Vancouver. These suppliers have dictated the price for the subject goods, thus
destabilizing the prices in the market.

As for the likelihood of materid injury, counsd submitted that if dumping from the
named countries were allowed to continue unchecked a the existing rate, Stelco's ability to
rase investment capital would be diminished in the future,

Sidbec-Dosco and Ipsco

Counsd for Sidbec-Dosco and Ipsco supported the argument by counsel for Stelpipe.
He then addressed three issues. the state of the Canadian market for the subject goods, the
impact of imports from other countries and the test of injury that might be used to evauate the
impact of dumping on an industry.

Counsd submitted that, although apparent consumption of the subject goods declined
during the latter phase of the inquiry period, the greater drop in market share of pipe from the
named countries, in relation to other participants in the market, should not be interpreted as an
indication that there is no likelihood of injury. Counsdl suggested that importers and brokers of
the subject goods from the named countries are awaiting the outcome of this hearing to plan
their next move.

Counsdl conceded that imports from the United States and countries subject to price
undertakings have surged during the early part of 1991. He argued that if these countries
become the price leaders, then it is obvious that the named countries could not compete
without resorting to dumping.

According to counsel, dumped imports from the named countries caused the industry
to recelve less than adequate financia returns on domestic saes of the subject goods. Counsdl
suggested that reduced profitability is a sufficient cause to find past, present and future injury.
Findly, counsd stated that a strong performance by one firm in an industry should not dilute
the impact of dumping on the industry asawhole.

THE RESPONSE

Conduven S.A.

Counsdl for Conduven SA., aVenezuelan exporter, contended that, on the facts of this
case, there is no indication of materia injury. They further disagreed with counsd for Stelpipe
that once specifications are met "pipeis pipe" and that there is no difference between CW pipe
and ERW pipe. Moreover, the Tribunal should not accept the industry's proposition that, since
the Tribuna found injury in the Korean case, the same concluson should be reached in this
case.

With respect to the price offerings submitted by the industry as evidence of price
suppression and price erosion, counsel claimed that the evidence on the record did not
show any sale of the goods specified in those offerings. Counsel did not agree with
counsel for Stelpipe that the impact of U.S. pipe in the domestic market is minimal.
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Counsdl contended that the industry had been unsuccessful in its efforts to prove a causal
relationship between dumping from the subject countries and its dleged materid injury.

Stelpipe, according to counsdl, is an accounting fiction created for "accounting
management purposes.” In their view, the Tribuna would err in law if it consdered Stelpipe as
a legd entity. Counsd asked the Tribund to review inter-company alocations of costs of
production and costs of sdes. Counsd questioned the inconsistencies between the financia
data submitted in this case and those submitted for the review of the finding on imports of
carbon stedl welded pipe from Korean, in Review No. RR-89-008.

Counsd attributed Stelpipe's injury to the following reasons. (@) the recession; (b) the
Free Trade Agreement; () the high value of the Canadian dollar; (d) obsolete facilities; (€)
higher production costs; and (f) distribution practices. Finaly, counse argued that a large part
of Stelpipe's evidence was ambiguous, full of contradictions and vaguein vital aress.

Rola Steel Products and The Tata Iron & Steel Co. (Tisco)

Counsd for Rola Sted Products, importer, and The Tata Iron & Stedl Co. (Tisco),
exporter, confined their submission to Indian exports of the subject goods. They indicated that
the industry had not submitted any data that would connect Indian pipe to the industry's alleged
injury. There was no evidence of lost sales or price suppression because of Tisco's entry into
the Canadian market.

Counsd agreed fully with the postion taken by counsel for Conduven SA. With
respect to the presence of pipe on the docks, Indian products are generaly pre-sold.

Counsd submitted that the industry's injury had been caused by factors other than
dumping such as imports from Brazil and the United States, the tight relationship between the
domestic producers and the major distributors, obsolescence of a mgor portion of Canadian
facilities and competition from tube and other products in the fencing segment of the market.
Counsel concluded that Tisco had not contributed in any way to the injury claimed by Stelpipe
or the other two producers.

Yieh Hsing Enterprise Co., Ltd. and Kao Hsing Chang Iron & Steel Corp.

Counsdl addressed the following issues: competition in the market; the quaity of the
evidence againg Tawan; Stepipe's costing of skelp; dleged "fire sdes' of pipe stored at the
docks in Vancouver; the future for domestic pipe in Western Canada; and causes of the
industry'sinjury.

According to statistics in the staff report, imports of the subject goods from the
United States have grown. Evidence submitted by the witness for BHP Trading
Canada Ltd. (BHP) shows that prices for U.S. pipe are much more competitive. For
example, U.S. market prices for the subject pipe are only 25 percent higher than Stelpipe's
skelp prices. Counsel suggested that Stelco might have been overcharging its subsidiary
for skelp. To support this allegation, they introduced as evidence two quotations for
Canadian-made, hot-rolled coil at low prices. One offer was to a Canadian trading
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company by a complainant; the other an offer, to sell to a pipe mill in Tawan?> This was
evidence that Stelpipe was paying too high a price for its skelp.

Counsdl addressed the price offerings, which Stelpipe included in its brief. Those
offerings were made by BHP during September 1989 to a distributor in Edmonton. According
to awitness from BHP, the prices quoted therein were higher than Stelpipe's pricesin the west.

The evidence of Stelpipe's witnesses shows that there was no Taiwanese sted on
Vancouver docks. BHP generdly pre-sdls most of its imports. The staff report shows that
Tawanese pipe accounted for about one percent of the domestic market. BHP intends to
continue to source the subject goods from Taiwan because, even a normal values, Tawanese
pipe would still be priced lower than Stel pipe's price of comparable pipe in British Columbia

Counsd argued that the industry, in generd, and Stelpipe, in particular, have suffered
from factors other than dumping. Firs, if domestic producers bought skelp on the open
market, their production costs would be lower; thus their profitability would be higher.
Second, the depreciation of the U.S. dollar versus the Canadian dollar has given U.S. mills
certain advantages over their Canadian counterparts. Because of high overland freight costsin
Canada, Taiwan can ship sted to Canada at much lower prices than it would cost Stelpipe to
ship the same goods from Welland to Vancouver. Findly, recessonary pressures in the North
American economy have markedly reduced demand for the subject goods.

Metalexportimport

The representative of the Romanian exporter of the subject goods stated that the
industry's evidence did not prove that the Romanian pipe was undercutting domestic prices.
According to distributors witnesses, who appeared for the domestic industry, the quality of the
pipe is ancther important factor in the market for the subject goods. The qudity of Romanian
pipe is not comparable to that of Canadian products. The industry's injury, which was caused
by factors other than dumping, could not be attributed to Romanian pipe. Domestic shipments
increased during the dumping investigation, while imports of Romanian pipe declined.

REASONS FOR DECISION

In any matter concerning dumped imports, the Tribund must address three
fundamentd questions. It must first determine whether the complainants account for a mgjor
proportion of the domestic production of the subject goods. Secondly, the Tribuna determines
whether the domestic production has incurred, is incurring or is likely to incur, materid injury.
Findly, the Tribund must examine whether there isadirect link between the materid injury and
imports from the subject countries. Without this causa relationship, the Tribuna cannot make
apogtive finding even if the industry's economic performance has been poor or is declining.

2. Exhibits F4 (Protected) and F4-1 (Protected) dated May 31, 1991, and May 3, 1991,
respectively.
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In reaching adecison in an inquiry under section 42 or in areview under section 76 of
SIMA, there are two other consderations that guide the Tribunal. The first is that the decision
in each case is based exclusvely on the evidence, testimony and argument pertaining to the
facts of that case. In thisregard, counsd for the complainants argued that what was found by
the Tribund in the Korean review case (RR-89-008) must prevail in the current inquiry. The
Tribund is of the view that while previous findings may be of some relevance to the Tribunal in
its deliberations, it cannot be bound by its previous determinations. Each individua case must
be decided on its own merits, taking into account the evidence available for that case done.

The second consideration guiding the Tribund is that it focuses its judgment on the
question of injury to the domestic production of the subject goods. There is no requirement, as
suggested by counsd for the importer and exporters, that legal entities be the only bodies
contemplated in the Tribund's determination of materia injury to domestic production. In this
regard, Canadian producers of the goods present facts, including sdes and financid data,
relating to their production of the subject goods in away that enables the Tribuna to determine
the issue of injury to domestic production.

To examine the industry's performance and whether imports from the subject countries
were or were likely to be injurious, the Tribuna had before it extensive data on a wide range of
economic indicators for the period 1988 to the first quarter of 1991. Key indicators were
levels and trends in the Canadian market for pipe, domestic production, imports, prices for pipe
and the financid performance of the industry. The Tribund aso heard testimony on the
relative importance of different types of pipe, their particular markets and sources of supply, as
well as how pipe was distributed.

Data compiled by the staff show that Stelpipe, Sidbec-Dosco and Ipsco account for a
magority of the domestic production of carbon sted welded pipe. In its andysis of levels and
trends in the subject goods production, market and trade, the Tribuna found, moreover, that
circumstances changed condderably during the interva from 1988 to the end of the first
quarter of 1991. In 1988, the domestic market for pipe peaked following a period of very
strong growth in the Canadian economy, and, in particular, very high levels of industrial and
commercid congruction, the final market for most carbon steel welded pipe.  Imports from
both subject and other countries entered the market in large quantities to complement strong
domestic production of pipe. Importsin 1988 from al sources made up 25 percent of the tota
market for carbon stedl welded pipe. 1n 1989, the Canadian market for carbon stedl welded
pipe declined sharply (18 percent) in an economy where growth had dowed. Tota imports
declined significantly more than domestic production (45 percent vs. 9 percent), and, because
of adower rate of decline in their output, Canadian producers briefly increased their share of a
ghrinking market, from 75 percent to 83 percent.

Taking account of the exceptional nature of the market in 1988, the Tribunal gave
particular attention to developments since 1989. Between 1989 and 1990, there was a
continued decline (3.3 percent) in the Canadian market for pipe. Trends in imports,
including those from subject countries, were markedly different from those of domestic
production. Imports from subject countries increased by 42 percent while there was a
sharp decline of 13 percent (22,000 tonnes) in domestic production. Consequently,
imports from subject countries increased their market share from 9 percent in 1988 to
14 percent in 1990. About one-third of the decline of 22,000 tonnes in domestic sales was
due to a smaller market, but the larger portion was lost to imports principaly from
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subject countries, but aso from other countries, particularly the United States and Brazil.
Exporters from subject countries thus increased their market penetration, both absolutely and
in terms of market share.

In its analysis of developments in 1990, the Tribuna looked both at the results for the
year, as awhole, and how production and imports evolved throughout the year. According to
testimony, in the pipe industry, the first quarter is generally dower than the remainder of the
year. 1n1990, this was not the pattern as both domestic production and imports declined
throughout the year. Imports from subject countries peaked in the first part of the year, in both
absolute terms and in market share, and then declined. Imports from most other countries,
except the United States and Brazil, followed a smilar trend. Domestic production also
declined, but much less than imports, and recovered market share lost in 1989 and in the first
quarter of 1990. The share of imports from subject countries declined from 19 percent in the
first quarter of 1990 to 7 percent during the same quarter of 1991. The domestic industry's
market share increased from 70 percent in the first quarter of 1990 to an average of 77 percent
for the remainder of 1990.

The trends observed in domestic production and imports after the first quarter of 1990
continued through the first quarter of 1991. The decline in imports from subject countries after
the start of 1990 could be attributable to severa factors. Importers are likely to have
responded to a weakening market. However, testimony confirmed that importers generdly
reduce their orders from exporters in countries that are the subject of dumping investigations
by Revenue Canada.

Before concluding that imports from subject countries displaced domestic production,
the Tribuna examined the impact increased imports from other countries might have had on
domestic production. The analysis of imports through 1990, and into the first quarter of 1991,
shows a large increase in imports from the United States, and from Brazil, whose exports to
Canada are subject to a price undertaking intended to diminate injury. In the Tribund's view,
increased imports from the United States are unlikely to have had a sgnificant impact on the
share of the market held by domestic production and, in particular, by the three complainants.
U.S. imports consst essentidly of thin wall pipe for sprinkler systems that account for a
specidized segment of the domestic market. In the case of Brazilian exports, the Tribund
recognizes that they may have replaced some imports from subject countries. However, based
on import and production data it reviewed, and taking account of the segment of the market
supplied by U.S. imports, the Tribuna concluded that, for the most part, the reduced presence
of dumped imports in the market after the first quarter of 1990 and into the first quarter
of 1991 has enabled the domestic industry to recover market share. Without a finding, imports
from the subject countries would likely return to the market at the expense of supply from
domestic producers.

Domestic producers presented evidence of low price offerings from exporters and
importers from the subject countries. While the Tribunal was not convinced that these
samples of price offerings became actua sales lost to Canadian domestic production, it is
clear, nonetheless, that the pipe trade was fully aware of these prices given the small
number of players. These offerings could be and, in the view of the Tribunal, were used in
negotiating prices that were lower than standard price lists from domestic producers.
Testimony further illustrated that, contrary to being able to increase prices, domestic
producers were under considerable pressure to sell below list prices. Further, Stelpipe
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had to introduce a "Buy Canadian” price discount program as away of trying to maintain
sales.

The Tribuna congders that the high level of import penetration is directly attributable
to low prices of imports from the subject countries. Revenue Canada found that dumping
margins were, on average, high, particularly for exporters in Venezuela and Thailand, the two
largest suppliers of dumped imports. Testimony at the hearing was unanimous that carbon
gedd welded pipe is a basc and highly price senstive commodity. Given its bulk, transport
costs for pipe are high, even when usng ocean transport, the most economica means of
trangport. Testimony confirmed that, because of the way pipe is distributed and the preference
Canadian purchasers of pipe have for sourcing domestically, imports need to be offered well
below domestic prices to compete in the market. Based on evidence and testimony, it was
gpparent to the Tribund that large dumping margins gave importers considerable flexibility in
competing in the Canadian market. They could compete sufficiently below Canadian price
levels to ensure they captured market share without cresting major price disruptions in the
domestic pricing structure. With an uninterrupted supply of dumped imports, these margins
would continue to give importers the scope to take an increasing share of the market in the
future. While not causng mgor price disruptions, these imports would nonetheless be price
suppressive and materidly injurious to the domestic industry.

Taken together, the financid results of the three firms show a pattern of declining
profitability with, however, differing results for each producer. These differing financid results
reflect, in part, how each producer reacted to competition from dumped imports. In fact they
reacted quite differently. Ipsco drastically reduced its market presence, even taking account of
the closure of its pipe mill in Port Moody, British Columbia. 1t refrained from competing head
on with dumped imports in the Western Canadian market. It rationdized its facilities and
shifted capacity to the production of other higher value products. Through effective planning,
Ipsco could generate strong financid results.  Sidbec-Dosco reduced its production of the
subject goods, but succeeded in maintaining its share of adeclining market. Sidbec operated at
very low levels of profitability between 1988 and 1990, and reported losses during the first
quarter of 1991. Stelpipe responded to dumped import competition by aggressive pricing and
sought to maintain its production level, while increasing its market share in the west. Stelpipe's
success in maintaining its production volume came at a high cost. Starting the period operating
a aloss, losses on the production of the subject goods increased through to the end of the
period. The Tribunal concludes that, without competition from dumped imports, the industry,
as a whole, would have had stronger prices and a consequent higher level of profitability or
reduced losses, depending on the firm.

Counsd for the importer and exporters argued that dumped imports were not the cause
of the difficulties the industry faced. They attributed the loss in market share and, in particular,
its poor financid performance to two other factors. They consdered that, in the face of a
depressed market, the domestic industry had to respond with lower prices to maintain its
market share. From the perspective of the financid performance of the industry, the high cost
of pipe production in Canada was more important.

The Tribunal agrees that decreased commercial and industrial construction clearly
had a negative impact on the industry, particularly in 1990 and 1991. However, while
recognizing decreased demand as a contributing factor, it considers that the increased
penetration of dumped imports into a declining market and the prices at which they
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were sold, were of sufficient magnitude and at levels to have been materialy injurious to the
industry.

The Tribuna has examined carefully the dlegation that the industry's poor performance
is attributable to high production costs. It has understood this allegation to address three
separate issues. Thefirgt raised by counsd ssemmed from Stelpipe's acquisition of skelp from
Stelco a high transfer cogts thus magnifying Stelpipe's financia losses. The second related to
the allegation that, whatever the basis of costing skelp to pipe producers in the three integrated
stedd companies, the three domestic producers could obtain skelp at lower prices than they pay.
Findly, counsd argued that Stelpipe's plan to replace its CW mill with a new SRM facility
(stretch-reduction mill) was proof that Stel pipe's poor performance was due to high converson
costs.

Deding with the dlegation that Stelpipe's losses may be overstated, the Tribund
recognizes that Stelpipe witnesses failed to provide adequate explanations of its costing of
skelp and, in particular, its dlocation of overhead expenses between Stelpipe and Stelco.
However, Stelpipe witnesses testified that the company's methods of skelp costing and cost
accounting had not changed during the inquiry period. Consequently, the Tribuna had no
reason to question the deteriorating trend in Stelpipe's financia performance between 1988 and
the first quarter of 1991. In short, although the Tribuna had certain doubts about the level of
losses recorded, it accepted the company's contention that losses occurred and that they
increased over the period.

With respect to the second issue, counsd for the importer and exporters submitted
price quotations for Canadian-made coil to show that skelp was available in the market at
lower prices than those paid by domestic producers. The Tribunal aso heard testimony by the
domestic industry on how its skelp costs compared with those available in the market and the
prices a which the three integrated steel mills sold skelp to other pipe producers. Clearly, the
price of skelp accounts for ahigh proportion of total production costs, and integrated pipe mills
would be a a disadvantage if they had to pay much higher prices for skelp than their
competitors. Evidence and testimony show that while priced differently from the primary stedl
mills to these integrated companies pipe mills, the price of skelp was not grestly out of line
with prices reported by the industry. The price of skelp to the domestic producers was a
known fact. To conclude that high skelp costs had an effect on the financia performance of
the domestic industry, the Tribuna would need conclusive evidence that, during the period, a
sgnificant gap had emerged between prices paid for skelp by the three Canadian producers and
those paid by other competitors and, particularly, exporters of dumped pipe. The Tribund did
not consider the price quotations submitted by counsd to be an appropriate bass to show that
such a gap existed. The Tribuna notes that these offers were made in the second quarter
of 1991, atime outside the inquiry period. Even if the offers had been made within the inquiry
period, price offers for coil would need to be adjusted upwards to reflect the additiona costs of
processing coil before its use as kelp. The offers would aso need to give a precise description
of the product range to alow for an appropriate comparison of prices.

Finally, the Tribuna noted counsel's argument that Stelpipe's plan to replace its
CW mill by a new SRM facility is evidence of obsolescence and high production costs.
The Tribuna did not give the same weight or interpretation to this development as did
some respondents.  Obsolescence is not an "ether or" concept. The nature of running a
busness is to improve congantly the efficiency of production facilities ether through
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progressive rationdization or the replacement of units of production. It is very likely
imprudent to replace a large item such as a mill until cost andyses demongtrate the increased
efficiency of anew mill will pay for its cost of ingalation. The challenge to management isto
choose the appropriate moment to upgrade technology. In consdering whether dumped
imports are injurious, the Tribuna assesses the impact of those imports on production as it is
currently carried out. It is not the intent of SIMA that the onus should be on an industry to
update its technology to respond to the dumping of imports. In this case, in particular,
dumping margins are high. For the Tribunal to be persuaded that high production costs were a
factor in injury, counsal would have needed to demonstrate that the industry would be unable
to compete with imports at prices inclusive of dumping duties.

CONCLUSION

The Tribunal concludes that dumped imports of carbon sted welded pipe have caused,
are causng and are likely to cause materid injury to the domestic industry. The primary
indicators of injury are asgnificant loss of market share, price suppression that has aggravated
the financid performance of the industry and reduced employment. The industry has been
negatively affected by the depressed market for pipe, particularly in commercid and resdentia
congtruction, but this effect has been worsened by the significant presence of dumped imports.
In the absence of a positive finding, the Tribuna is convinced that there is aso a likelihood of
materia injury. Because of large dumping margins, imports from the subject countries would
resume progressively, increasing their market share. In the Tribund's view, the evidence leaves
no doubt that continued dumping of imports would be materiadly injurious to the industry.
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