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Ottawa, Friday, June 18, 1999

Inquiry No.: NQ-98-003

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

CERTAIN STAINLESS STEEL ROUND BAR ORIGINATING IN OR
EXPORTED FROM THE REPUBLIC OF KOREA

FINDING

The Canadian Internationd Trade Tribunal, under the provisons of section 42 of the Special Import
Measures Act, has conducted an inquiry following the issuance by the Deputy Minister of National Revenue
of apreiminary determination of dumping dated February 18, 1999, and of afina determination of dumping
dated May 19, 1999, respecting the importation into Canada of stainless sted round bar of Sizes 25 mm in
diameter up to 570 mm in diameter inclusve, originating in or exported from the Republic of Kores,
excluding: (1) dainless sted round bar made to specifications ASN-A3380 and ASN-A3294; and
(2) sainless sted round bar made to specification 410QDT (oil quenched), that is, grade 410, quenched and
double tempered with an oil quenching medium.

Pursuant to subsection 43(1) of the Special Import Measures Act, the Canadian Internationd Trade
Tribuna hereby finds that the dumping in Canada of the aforementioned goods originating in or exported
from the Republic of Korea has caused materid injury to the domestic industry.
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Inquiry No.: NQ-98-003

CERTAIN STAINLESS STEEL ROUND BAR ORIGINATING IN
OR EXPORTED FROM THE REPUBLIC OF KOREA

Special Import Measures Act — Whether the dumping of the above-mentioned goods has caused
materia injury or retardation to the domestic industry or is threatening to cause materia injury to the
domestic industry.

DECISION: The Canadian Internationa Trade Tribund hereby finds that the dumping in Canada
of sainless sted round bar of Szes 25 mm in diameter up to 570 mm in diameter inclusive, originating in or
exported from the Republic of Koreg, exdluding: (1) sainless stedl round bar made to specifications ASN-A3380
and ASN-A3294; and (2) stainless stedl round bar made to specification 410QDT (oil quenched), that is,
grade 410, quenched and double tempered with an oil quenching medium, has caused materid injury to the
domestic industry.

Pace of Hearing: Ottawa, Ontario

Date of Hearing: May 26, 1999

Date of Finding: June 18, 1999

Date of Reasons. Jduly 5, 1999
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Inquiry No.: NQ-98-003

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

CERTAIN STAINLESS STEEL ROUND BAR ORIGINATING IN
OR EXPORTED FROM THE REPUBLIC OF KOREA

TRIBUNAL: PIERRE GOSSELIN, Presding Member
PETER F. THALHEIMER, Member
RICHARD LAFONTAINE, Member

STATEMENT OF REASONS

BACKGROUND

The Canadian Internationa Trade Tribuna (the Tribund), under the provisions of section 42 of the
Special Import Measures Act' (SIMA), has conducted an inauiry following the issuance by the Deputy
Minister of Nationd Revenue (the Deputy Minister) of apreliminary determination dated February 18, 19997 and
of afina determination dated May 19, 1999, respecting the dumping in Canada of stainless steel round bar
of Szes25 mm in diameter up to 570 mm in diameter inclusive, originating in or exported from the Republic
of Korea (Koreg), excluding: (1) stainless sted round bar made to specifications ASN-A3380 and
ASN-A32%; and (2) stainless sted round bar made to specification 410QDT (oil quenched), that is,
grade 410, quenched and double tempered with an oil quenching medium.

Thisis the second inquiry conducted by the Tribund in the past 12 months concerning the dumping
of stainless stedl round bar. On September 4, 1998, in Inquiry No. NQ-98-001," the Tribunal made a finding
of materia injury respecting certain stainless sted round bar, originating in or exported from the Federd
Republic of Germany, France, India, Italy, Japan, Spain, Sweden, Taiwan and the United Kingdom. In its
statement of reasons for that finding, the Tribunal advised the Deputy Minister, under section 46 of SIMA,
that, based on the evidence before it, certain stainless stedl round bar, originating in or exported from Korea,
was being dumped in the Canadian market and that there was a reasonable indication that the dumping was
threstening to cause injury to the Canadian industry.

Subsequent to this advice, on November 16, 1998, Atlas Specidty Stedls, A Division of Atlas Steds
Inc. (Atlas) filed a dumping complaint with the Deputy Minister respecting the subject goods. Having
determined that the complaint was fully documented, the Deputy Minister initiated an investigation on
December 3, 1998. Asaresult of the investigation, the Deputy Minister made a preliminary determination of
dumping on February 18, 1999.

R.S.C. 1985, c. S-15.

Canada Gazette Part |, Vol. 133, No. 10, March 6, 1999, at 628.

Ibid. No. 23, June 5, 1999, at 1666.

Stainless Steel Round Bar of Sizes 25 mm Diameter up to 570 mm Diameter Inclusive, Originating in or
Exported from the Federal Republic of Germany, France, India, Italy, Japan, Spain, Sweden, Taiwan and the
United Kingdom, Canadian International Trade Tribuna, Finding, September 4, 1998, Statement of Reasons,
September 21, 1998.
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On February 18, 1999, the Tribunal issued a notice of commencement of inquiry.” As part of the
inquiry, the Tribunal sent detailed questionnaires to Atlas, importers, exporters and purchasers of certain
ganless stedl round bar. Respondents provided production, financid, import, sdes, pricing and market
information, as well as other information relating to certain stainless sted round bar, for the period from
January 1, 1997, to January 31, 1999. Respondents aso provided information on their imports of certain
dainless stedl round bar during the Deputy Minister’s period of investigation, from November 1, 1997, to
October 31, 1998. From the replies to the questionnaires and other sources, the Tribund’s research staff
prepared public and protected pre-hearing staff reports.

Therecord of thisinquiry conssts of al Tribund exhibits, including the public and protected replies
to questionnaires, dl exhibits filed by Atlas, the only party to the proceedings, and the transcript of al
proceedings. All public exhibits were made available to Atlas. Protected exhibits were made available only to
independent counsel who had filed a declaration and undertaking with the Tribuna in respect of the use,
disclosure, reproduction, protection and storage of confidential information on the record of the proceedings,
as well as the digposal of such confidential information at the end of the proceedings or in the event of a
change of counsdl.

Public and in camera hearings were held on May 26, 1999. Atlas was represented by counsd at the
hearing. The Tribuna heard testimony from witnesses for Atlas and for British Stedl Alloys (BSA), the latter
being a digtributor of certain stainless stedl round bar that appeared at the Tribund’s request. The Tribund
conducted the hearing in Ottawa, Ontario, on the morning of May 26, 1999, to obtain evidence from Atlas,
and then reconvened in the afternoon, in Hull, Quebec, where evidence was obtained by videoconference
from BSA in Vancouver, British Columbia

RESULTS OF THE DEPUTY MINISTER’S INVESTIGATION

The Deputy Minigter’ sinvestigation covered dl imports of the subject goods during the period from
November 1, 1997, to October 31, 1998. Sufficient sdes and cost information was not provided by the
exporters® and importers’ identified by the Department of National Revenue (Revenue Canada) to permit the
estimation of norma values. Consequently, norma values were established by advancing the export price by
110 percent.® Revenue Canada reviewed al exports of the subject goods to Canada during the period of
investigation and found that 100 percent were dumped by a weighted average margin of 52.4 percent.’
Provisond anti-dumping duties were imposed at a rate of 110 percent of the export price on imports of the
subject goods, effective on February 18, 1999.

Before making a preliminary determination of dumping, the Deputy Minister must determine that
the actua or potentia volume of the dumped goods is not negligible. If the volume of dumped goods of a
country is less than 3 percent of the total volume of like goods imported from al countries, the volume is
considered negligible. The Deputy Minister found that dumped imports from Korea amounted to 5.2 percent
of totd imports, which was above the negligibility threshold. Consequently, the Deputy Minister found thet
the volume of dumped goods from Korea was not negligible. Under SIMA, the Tribunal must also examine
the negligibility issue. The import data collected by the Tribund, which correspond to the data collected

Supra note 2, No. 9, February 27, 1999, at 531.

The Department of National Revenueidentified three exportersfrom Koreaand five US exporters of the subject goods
The Department of Nationad Revenue identified 12 importers of the subject goods.

Thisrepresentsthe highest margin of dumping found during the previousinvedtigation from co-operating exporters

The margins of dumping gpplied to each exporter are identica, due to the method of determining the normal vaue.

©ooNO O
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during the Deputy Minister’s period of investigation, confirm that the volume of dumped goods from Korea
isnot negligible.™

The Deputy Miniger’s fina determination of dumping identified three Korean exporters of the
subject goods and four exporters of Korean product from the United States. The following table shows the
weighted average margins of dumping, by exporter, expressed as a percentage of the normal vaue.

SUMMARY OF MARGINS OF DUMPING
Originating in and Exported from Korea Margin of Dumping
(%)
Changwon Specidty Stedl Co., Ltd. 524
Dong Bang Specid Sted Co. Ltd. 524
Ssangyong Corp. 524
Originating in Korea and Exported from
the United States
British Sted Alloys 524
Energy Sted Products 524
Federd Sted Supply, Inc. 524
Green Bay Supply Co. Ltd. 524
Source: Department of Nationa Revenue, Final Determination of Dumping and Statement of Reasons,
May 19, 1999, Tribuna Exhibit NQ-98-003-4, Administrative Record, Val. 1 a 75.1-75.40.

PRODUCT

The product thet is the subject of the Tribund’s inquiry is defined as stainless sted round bar of
Szes 25 mm in diameter up to 570 mm in diameter inclusve, originating in or exported from Korea,
excluding: (1) dtainless sed round bar made to specifications ASN-A3380 and ASN-A3294; and
(2) gainless sted round bar made to specification 410QDT (oil quenched), that is, grade 410, quenched and
double tempered with an oil quenching medium. The subject goods include al grades, with the exception of
the two noted exclusions, in cut lengths, with various diameters and with a variety of finishes.

Stanless gted is a corroson-resstant and/or heat-resstant stedl dloy which contains, by weight, a
maximum carbon content of 1.2 percent and a minimum chromium content of 10.5 percent. There are many
individua chemica andyses or grades for stainless stedl. These andyses typicaly include other dloying
elements besides chromium (such as nickel and molybdenum, among others) and are tailored to meet the
mechanicad and/or physicad properties of particular end-use gpplications. The most popular andyses of
dainless sted bar are AISI (American Iron & Sted Indtitute) types 303, 304, 304L, 316, 316L, 410, 416,
420 and 430F, and the 630 or 17Cr-4Ni precipitation hardening grade.

10. According to the Tribund’s figures, the volume of dumped subject goods accounted for 8.8 percent of the totd
imports of like goods from al countries. Protected Pre-hearing Staff Report, April 12, 1999, Tribund
Exhibit NQ-98-003-7A (protected), Adminigtrative Record, Vol. 2 at 20.
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Sdected scrap sted is mdted in an dectric arc furnace, tapped into a ladle and transferred to the
ladle refining gtation where the sted is refined in a vacuum oxygen decarburization vessd, its chemical
composition is checked and fina additions are made to achieve the desired chemical anadlysis. Once the find
compoasition is confirmed, the ladle is transferred either to a continuous caster or to a bottom-poured ingot
forming gation. After solidification, the ingots are transferred to the ingot re-heating furnaces prior to hot
working. Liquid stainless stedd may be dternatively solidified directly into the intermediate bloom or billet
stage by the continuous casting process, then transferred to re-heating furnaces for hot rolling. In some cases,
certain quality specifications require the use of the vacuum arc remeting process after initia solidification
before re-heating and hot working.

After heating, ingots or cast blooms are removed from the ingot heeting furnace and transferred to
the bloonvhillet rolling mill for hot rolling into the intermediate stage bloom or billet products. After
appropriate cooling, blooms or billets may be conditioned or ground, a surface quality enhancement process.
They are then reheated and hot rolled on the billet or bar mill to produce stainless sted bar. All sainless stedl
bar products are then passed through an annedling process. Hot-rolled bars are inspected, bundled and
shipped. Bars that are turned or peded, centreless ground, as well as other cold-finished bars, are routed to
the finishing area before fina ingpection and shipment.

POSITION OF PARTIES

Domestic Producer
Atlas

Counsd for Atlas argued that the dumping of the subject goods has caused injury in the form of lost
sdles and market share, price erosion and price suppression and that the dumping is threatening to cause
injury to the production in Canada of like goods.

According to counsd, the evidence in this inquiry should be considered in the context of the
Tribunal’s 1998 finding of injury in Inquiry No. NQ-98-001 respecting the dumping of certain stainless stedl
round bar from nine other countries. After the 1998 finding relating to the nine named countries, importers
turned to other sources to obtain certain stainless stedl round bar. Thisled to the current follow-up inquiry. In
this context, this case was similar to another case where there had been an originad inquiry that was closdy
followed by a second inquiry on the same goods, namely, Inquiry No. ADT-10-83" that preceded, by a
matter of months, Inquiry No. ADT-13-83.2

11. Carbon Steel Plate, Including High Strength Low Alloy Plate; and Alloy Steel Plate, Both not Further
Manufactured than Hot-rolled or Heat Treated, and Whether or not Coiled or with Rolled Surface Pattern, but
Excluding Wheel Rim Base Sections, Carbon and Alloy Tool Steel, Stainless Steel, Mold Steel, Flanged or
Dished Plate, Fabricated or Coated Plate, High Speed Steel, Plate for Saws and Plate Clad with Stainless
Steel, Originating in or Exported from Belgium, Brazil, Czechoslovakia, the Federal Republic of Germany,
France, the Republic of Sough Africa, the Republic of Korea, Romania, Spain and the United Kingdom,
Anti-dumping Tribund, Finding, December 7, 1983, Statement of Reasons, December 29, 1983.

12. Carbon Steel Plate, Including High Strength Low Alloy Plate; and Alloy Steel Plate, Both not Further
Manufactured than Hot Rolled or Heat Treated and Whether or not Coiled, but Excluding Plate Skelp, Surface
Patterned Floor Plate, Wheel Rim Base Sections, Carbon and Alloy Tool Steel, Stainless Steel, Mold Steel,
Flanged or Dished Plate, Fabricated or Coated Plate, High Speed Steel, Plate for Saws and Plate Clad with
Stainless Steel, Originating in or Exported from the Netherlands, Anti-dumping Tribund, Finding and
Statement of Reasons, January 26, 1994.
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The second inquiry involved a single shipment of goods that could not be included in the Deputy
Minigter’s preliminary determination of dumping in the first case because it landed in Canada one and a haf
or two months after the preliminary determination of dumping had been made. Counsdl noted that the
Anti-dumping Tribuna made an injury finding in the second inquiry, even though the shipment accounted for
less than 1 percent of the Canadian market and there was insufficient time to permit the industry to provide
separate evidence of injury.

Counsd argued that an injury finding in the current inquiry repecting the subject goods should aso
be made, just as was done in Inquiry No. ADT-13-83. The volume of dumped goods from Korea in the
current inquiry accounted for an even greater percentage of the market than was the case in Inquiry
No. ADT-13-83 and, contrary to the earlier case, the industry in this case provided separate evidence of
injury and threet of injury.

In the submission of counsd, the dumping of imports from Korea was a continuation of the dumping
and injury Situation that led to the 1998 finding by the Tribundl. In this connection, counsdl noted that Atlas's
share of the Canadian market declined from 1995 to 1996, then increased in January 1998, after the initiation
of the Deputy Minister’ s first investigation in December 1997, and continued to increase through 1998, as a
result of the 1998 finding. However, while the market share of the named countries in the firgt inquiry
declined as areault of the 1998 finding, the market share held by imports from Koreaincreased. As areault,
Atlaslost ordersto imports from Korea.

Counsd noted that Atlas's average prices declined seadily from 1996 to 1998. Between
March 1996 and March 1998, the availability of low-priced imports forced Atlas to discount prices on
specific transactions, to enter into agreements to discount list prices for specified periods and to offer a
variety of rebates. Initidly, the low prices came from imports from the countries designated in the first
inquiry, but, as the first inquiry againgt these countries progressed, low-priced offers from Korea were
increasingly reported in the market. By the second half of 1997, average prices for imports from Korea had
declined to the levels of average prices for imports from the named countries in the first inquiry and, in fact,
were lower than Atlas's prices on sdlected grades at certain accounts. This continued into 1998 and
contributed to Atlas sinability to raise prices over this period.

Counsd argued that there was a threst of injury from Korean imports. In this regard, counse noted
that the Tribuna recently found that there was a likelihood of resumed dumping of certain hot-rolled carbon
ged plate from Korea based on the market conditions facing Korean producers of hot-rolled carbon stedl
plate™® The conditions cited by the Tribuna in its statement of reasons included excess Korean capacity,
poor domestic demand in Korea, weak demand in its traditiond export markets, and Korea's export
orientation. Counsel contended that Korean producers of certain sainless sted round bar are faced with the
same circumstances, as evidenced by the data provided to the Tribuna by Changwon Specidty Sted Co.,
Ltd., aKorean producer of certain stainless steel round bar, on its production, capacity and exports.

Importers/Exporters/End Users

No importers, exporters or end users were partiesto the inquiry.

13. Certain Hot-rolled Carbon Steel Plate and High-strength Low-alloy Plate Originating in or Exported from
Italy, the Republic of Korea, Spain and the Ukraine, Review No. RR-98-004, Finding, May 17, 1999,
Statement of Reasons, May 25, 1999.
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ANALYSIS

“Injury” is defined in subsection 2(1) of SIMA as “materia injury to a domegtic indudry”.
“Domedtic industry” is defined, in part, as “the domestic producers as a whole of the like goods or those. . .
whose collective production of the like goods congtitutes amgjor proportion of the total domestic production
of the like goods’. Therefore, in arriving a its decison in the present inquiry, the Tribund will, firgt,
determine which domesticaly produced goods are “like goods’ to the imported stainless sted round bar and
then determine which are the domestic producers of those goods, i.e. which producers conditute the
domestic industry. The Tribund will then proceed to determine whether the domestic industry has suffered
injury and, if so, whether a causa relationship exists between that injury and the dumping of the subject
goods. If there is afinding of no injury, the Tribuna will proceed to consider whether the dumping of the
subject goods is threatening to cause injury.

Like Goods

Subsection 2(1) of SIMA defines“like goods’, in reation to any other goods, asfollows:.

(a) goodsthat areidenticd in al respectsto the other goods, or
(b) in the absence of any goods described in paragraph (a), goods the uses and other characterigtics
of which dosdy resemble those of the other goods.

The Deputy Minister defined the goods that are the subject of the Tribunal’ sinquiry as Sainless sted
round bar of szes 25 mm in diameter up to 570 mm in diameter inclusive, excluding ASN-A3380 and
ASN-A3294 and 410QDT (oil quenched).”” In describing these goods, the Deputy Minister included all
grades of stainless sted round bar (other than the noted exclusions) in cut lengths, in various diameters and
with a variety of surface finishes. All stainless stedl round bar is not identicd. For example, it can have
different chemica anayses, diameters or finishes. However, round bar produced to the same specificationsis
interchangeable, and round bar, in generd, has smilar characterigtics and smilar end uses, regardless of
where it is produced. Asin the 1998 finding, the Tribund, therefore, concludes that domestically produced
ganless stedl round bar of grades and diameters included in the Deputy Minister’s definition congtitutes
“like goods’ to the imported goods of the same description.

Domestic Industry

Having determined that domestically produced stainless stedl round bar as described in the Deputy
Minigter’ s definition are “like goods’ to the imported goods of the same description, the Tribund must next
determine which producers congtitute the domestic industry for the purpose of assessing injury. The evidence
showsthat Atlasisthe only domestic producer of those goods and thet its production constitutes 100 percent
of totd domegtic production. Again, as in the 1998 finding, the Tribund, therefore, finds that Atlas
congdtitutes the domestic industry for thisinquiry.

Injury

As noted earlier, the present inquiry follows closdly upon another inquiry respecting essentidly the
same goods that, on September 4, 1998, resulted in a finding of materid injury caused by the dumping of
goods from nine countries. Indeed, in the 1998 finding, even though Korea was not a subject country, the
Tribuna concluded that “Korean certain stainless stedl round bar is presently being dumped in the Canadian

14. Thedédfinitionisidentica to the definition of the goodsin Inquiry No. NQ-98-001, with the exception of the noted
exclusons.
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market and that there is a reasonable indication that such dumping threatensto cause injury”.” In light of this
conclusion, the Tribuna referred the matter of Korean imports to Revenue Canada under section 46 of
SIMA. Subsequently, Atlas filed a complaint with Revenue Canada regarding Korean imports, which
ultimatdly led to the current inquiry.

In short, this case arises directly from the earlier inquiry. The time period reviewed by the Tribuna
in this case overlgps with the time period reviewed in the former inquiry, and many of the events and
circumstances relevant to the first inquiry are equdly relevant to this case. In light of these circumstances, the
Tribund agrees with counsd for Atlas that the present case should be considered againgt the background of
thefirstinquiry.

In the 1998 finding, the Tribuna found that, over the period from 1995 to the first quarter of 1998,
low-priced dumped imports from the nine named countries had caused Atlas to lose sdes and market share
and had forced it to discount prices and introduce a rebate program. More particularly, between 1995 and
1997, Atlas's sdles volume declined by over 10 percent, its sales revenues dropped by 20 percent, and its
profitability plunged by close to 50 percent. At the same time, Atlas's average domegtic sdling prices
declined by about $400 per ton, representing a decline of more than 10 percent, which conceded even
greater declines of about 20 percent on certain key products.

All told, in the 1998 case, the Tribund found that, over the period of inquiry, Atlas had suffered
diminished revenue and profitability, amounting to severd millions of dollars, when messured againg the
levels achieved in 1995. In the Tribund’ s opinion, the magnitude of the injury was materid.

Turning to the present case, the Tribuna’s staff collected data for a period of inquiry that covered
1997, 1998 and the first month of 1999. These data show thet, in 1998, sales of imports from the nine named
countries, which were under investigation through most of that year in connection with the firgt inquiry,
declined by some 69 percent from 1997 levels*® Along with these sales declines, the combined market share
of the named countries plunged from 31 to 9 percent. These sdes and market share losses accrued to
countries not under investigation, including Korea, as wdl as to the domegtic industry. Specifically, the data
show that, between 1997 and 1998, there was atwofold increase in the sales of imports and the market share
of non-named countries, including Korea. Korean saes, done, increased by 70 percent, dbeit from relatively
low levels'” The sdles gains accruing to Atlas over the 1997-98 period were dso substantial. In fact, Atlas's
sdes and market share in 1998 exceeded the levels achieved by Atlas in 1995 prior to the dumping by the
countries named in the 1998 finding."® However, Atlas gave up some of these market share gains in the
first month of 1999, asit lost market share to Koreaand imports from other sources.

Looking at prices over the same period, the data show that Atlas's annual average prices declined
between 1997 and 1998 and continued to fall in the first month of 1999."° These declines occurred even after
the Deputy Minister’s investigation was initiated in the first inquiry, on December 3, 1997, and have
persisted despite the Tribund’s injury finding on September 4, 1998%° This pattern of sustained and

15. Supra note 4, Statement of Reasons, at 31.

16. Protected Pre-hearing Staff Report, April 12, 1999, Tribuna Exhibit NQ-98-003-7A (protected), Adminigtrative
Record, Vol. 2 at 24.

17. Ibid.

18. Ibid. and Manufacturer’ s Exhibit A-3 (protected), Att. A-1, Adminigtrative Record, Val. 14.

19. Protected Pre-hearing Staff Report, April 12, 1999, Tribuna Exhibit NQ-98-003-7A (protected), Administrative
Record, VVol. 2 a 71 and 96.

20. Ibid. at 71.
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persistent declines in annual average prices is aso reflected in Atlas's prices to its major customers®
In terms of Korean prices, the data show the same pattern of steedy declines over the period. Specificaly,
Korean prices in 1998, as well as in the firs month of 1999, were lower than those in the comparative
periods in 1997 and the first month of 1998. All told, Korean average prices declined by about 13 percent
from 1997 through to the first month of 1999.%

Thus, athough Atlas experienced increased sdes volumes in 1998 compared to 1997, these sdes
were made at lower average prices, which undermined the growth in revenues that would be expected with
the growth in sdles volume. Neverthdess, despite lower net revenues per ton, Atlas's profitability improved
somewhat in 1998 compared to 1997. This improvement occurred because Atlas was able to achieve unit
cogt reductions that exceeded its unit revenue declines. However, even with these improvements, Atlas's
financial resultsin 1998 remain well below the levels achieved in 1996.%°

The Tribuna notes that, in the firgt inquiry, the decline in Atlas's financia performance, as largdy
reflected in the decline between 1996 and 1997, represented injury that was materia in magnitude. In 1998,
despite the dumping inquiry which culminated in the injury finding in September of that year, Atlas was only
able to gabilize its financid performance at more or less 1997 levels. In other words, it was unable to make
any dgnificant progress in returning to its pre-dumping, pre-injury levels of performance, as would have
been expected once the cause of that injury was removed. Instead, it suffered price eroson and price
uppression. In the Tribund’s view, this ingbility to rebound or meaningfully benefit from the 1998 finding
congdtitutes materid injury to the domestic industry.

Causation

Having determined that the domestic industry has suffered materid injury, the Tribunal must next
consder whether thereisa causal link between the injury and the dumping of the subject goods. In this case,
this question comes down to why Atlas has been unable to raise its prices or, indeed, to prevent their
continuing decline, despite having been successful in obtaining anti-dumping protection in 1998, following a
process which it initiated in 1997. It is Atlas' s contention that the price erasion and price suppression that it
continues to suffer are caused by the availability of dumped K orean importsin the Canadian market.**

In addressing this question, the Tribuna has first focused on data gethered by its staff on domestic
and import prices and volumes at four key accounts, whose combined purchases comprise about 36 percent
of the domestic market.”> Second, the Tribunal has reviewed the evidence submitted by Atlas, especialy
certain field or contact reports which outline, on a contemporaneous bas's, specific examples where Korean
products were either sold or offered to Atlas's customers or identified by those customers as being a source
of lower-priced goods. Third, the Tribund has taken specid note of the testimony of the witness for BSA
who appeared in the hearing at the Tribunal’ s request.

Looking, firgt, at the four key accounts on a combined basis, the Tribundl’ s data show that sales of
Korean imports to these accounts grew over the 25-month period examined, as Korean average import

21. Ibid. at 37.
22. Ibid. a 71.
23. Ibid. at 96.

24, Atlashasidentified other non-named countries, aswell as India, as ongoing sources of low-priced goods.
25. Protected Pre-hearing Staff Report, April 12, 1999, Tribuna Exhibit NQ-98-003-7A (protected), Administrative
Record, Val. 2 a 38. Thefour key accountswere Atlas Ided, ASA AlloysInc., Avesta Sheffidld Inc. and BSA.
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prices declined by 28 percent.?® For most of this period, Korean average prices were below Atlas's average
prices. Korean import prices were also lower than those of any of the other import groupings examined®” at
sved intervals over the period, including the most recent period covered by the data, namdy, the
first month of 1999. The January 1999 Korean prices are particularly surprising, given that they follow the
initiation of Revenue Canadd sinvestigation in this case in December 1998.

One of the four key accounts was the single largest purchaser of Korean goods and an important
purchaser of Atlas's products. Data available for this account show that its purchases of Korean imports
grew as Korean prices declined during the inquiry period. Moreover, from the second half of 1997 onward,
in each period examined, Korean prices were, on average, consistently lower than Atla's’ S prices to this
purchaser and, generally so, on directly comparable bellwether grades of stainless sted bar.®

Turning to the evidence submitted by Atlas, the Tribunal notes that Atlas has submitted field reports
which document instances of low-priced offers by Korean mills to Atlas's Canadian customers as early as
March 1996. At that time, Atlas was owned by Sammi of Korea. According to witnesses for Atlas, prior to
March 1997, as a subsdiary of Sammi, Atlas was able to exert some influence over the level and nature of
Korean activities in the Canadian market. Hence, Korean activities were not a source of particular concern.?®
However, in early 1997, Samml gpplied for creditor protection in Korea as a result of financid difficulties
that it was experiencing.® ThIS, in turn, led Atlas to file for protection in Canada under the Companies’
Creditors Arrangement Act® in March 1997, from which it finally emerged, under new North American
ownership, on March 31, 1998.%

Atlas officids tedtified that, as its relalonshlp with Sammi was being terminated, they saw an
increase in Korean activity in the Canadian market.®® In this regard, Atlas submitted numerous field reports
which described contactsin 1997 and, with increasing frequency, in 1998, between Atlas sales personnd and
many of its mgor customers. These fidd reports establish that, throughout the period, Atlas's customers had
received or were aware of offers of low-priced imports from a number of sources, including Korea, and that
they used these offers to extract price concessons from Atlas. Aswell, Atlas attempted to increase pricesin
February 1998 However, as a result of these low-priced offers, the price increase atempt was
unsuccessful.*!

Thefidld reports established that the difference between Atlas's prices and those of the other |mport
sources, including Korea, frequently exceeded 10 percent and, on occasion, was more than 20 percent.®
In a least one case Atlas logt business to Korean imports, even though it lowered its price in an effort to
maintain its sales*® Moreover, the vigour with which Korean importers were pursuing Canadian customers

26. Protected Pre-hearing Staff Report, April 12, 1999, Tribuna Exhibit NQ-98-003-7A (protected), Administrative
Record, VVol. 2 at 38 and 40.

27. Threeimport groupings were established based on the following country of origin designations: (1) Koreg; (2) the
nine named countriesin the previousinquiry combined; and (3) dl other countries combined.

28. Protected Pre-hearing Staff Report, April 12, 1999, Tribuna Exhibit NQ-98-003-7A (protected), Administrative
Record, Val. 2 at 37-56.

29. Transcript of Public Hearing, May 26, 1999, at 11 and 12.

30. Manufacturer's Exhibit A-5 (protected) at 2, Administrative Record, Val. 14.

31. R.S.C.1985,c. C-36.

32. Manufacturer’s Exhibit A-5 (protected) at 3, Administrative Record, Val. 14.

33. Transcript of Public Hearing, May 26, 1999, at 12.

34. Ibid. at 68 and 69.

35. Manufacturer’s Exhibit A-3 (protected), Att. 2, Adminigtrative Record, Val. 14.

36. Manufacturer’s Exhibit A-3 (protected), Att. F, Administrative Record, Val. 14.
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is exemplified in afield report concerning an offer that was made in March 1999, a month after the Deputy
Minister's preliminary determination of dumping in February 1999.%

With respect to the evidence of the witness for BSA, the Tribuna finds that the testimony provided
is fully consstent with pricing deta gathered by the Tribund’s s&ff, as well as the information contained in
Atlas sfidd reports. More particularly, the witness indicated that Atlas's prices had been, and continued to
be, under pressure from low-priced imports, including those from Korea, and, in many cases, the price gaps
were large. He stated that the products from Koreawere commodity-grade items and that the primary reason
for purchasng them was the low prices a which they were avalable. He further stated that BSA had
stopped purchasing Korean product in the latter haf of 1998 because of the possibility of anti-dumping
action being taken againgt Korea. Despite this, BSA continued to receive offers from Korean suppliers, a
low prices, even after the preliminary determination of dumping against Koreain February 1999.%

The Tribuna notes that, although the volumes of Korean imports have grown sharply in percentage
terms, from 1997 to 1998, and in January 1999 compared to January 1998, they comprise asmal proportion
of the Canadian market. The Tribuna is of the view that these volumes could and would have been much
higher but for two factors. First, the evidence shows that Atlas chose to defend its market share by adjusting
its prices to meet low-priced import competition from Korea and elsewhere® This restrained the growth of
Korean and other imports, but at the expense of lower unit revenues and profitability. Atlas was unable to
raise prices much above the suppressed levels that had resulted from the first round of dumping from the
countries named in the 1998 finding. Second, as noted by the witness for BSA, in the course of 1998, the
Canadian market became aware of the possibility of anti-dumping action against Kores, and this may well
have had a chilling effect on import intentions.

In connection with Atlas's decision to defend its market share, the evidence shows that Atlas could
not afford to take Korean price offers lightly. The company was well aware that Korea had subgtantial
production capacity for stainless sted products, especialy relative to the size of the Canadian market,”® and
that Korean capacity had increased in recent years** Also, Atlas knew that an important Korean supplier of
the subject goods to the Canadian market, Changwon Specidty Stedl Co., Ltd., the Korean company which
acquired Sammi out of bankruptcy, Atlas's former owner, was undoubtedly quite familiar with Atlas's
marketing and operations.** In addition, the Korean industry is highly export oriented, and its exports to
North America have been significantly increasing in recent years®™ Moreover, soft demand in Korea and in
some of its traditiona export markets, as a result of the Asan criss, raised the risk that Korean product
would have entered Canada in significant volumes if Atlas had chosen to ignore Korean prices. In short, the
Tribund is of the view that Atlas had little choice but to respond to Korean prices and incur injury in theform
of price eroson and price suppression.

The Tribund notes that, as is usudly the case, there were other factors affecting prices in the
Canadian market over the period examined. In particular, demand conditions were soft in certain end-use

37. Manufacturer’s Exhibit A-3 (protected), Att. P, Administrative Record, Val. 14.

38. Transcript of Public Hearing, May 26, 1999, at 82-120; and Transcript of In Camera Hearing, May 26, 1999,
a 50-78.

39. Transcript of Public Hearing, May 26, 1999, a 22 and 23; Transcript of In Camera Hearing, May 26, 1999,
a 34 to 36.

40. Transcript of Public Hearing, May 26, 1999, a 12; Manufacturer’s Exhibit A-2, a 27, Adminigtrative Record,
Vol. 13.

41. Manufacturer’s Exhibit A-2, Att. 3to 5, Administrative Record, VVol. 13.

42. Transcript of Public Hearing, May 26, 1999, at 12.

43. Ibid. at 13.
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markets, such as the petroleum sector, which undoubtedly created some drag on prices** Moreover, Korea
was not the only country to emerge as a source of supply to the Canadian market, as the countries named in
the 1998 finding began to curtail their activitiesin Canada. In fact, Atlas hasidentified severd new sources of
low-priced goods that have appeared since the 1998 finding.* Atlas has also identified India, which was one
of the nine named countries in the 1998 inquiry, as an ongoing source of low-priced goods.*® According to
the evidence, the goods from each of these sources are low priced and comparably priced with Korean
product.*” However, after due consideration of these factors, the Tribunal is satisfied from the evidence that
Korean imports, a dumped prices, caused price eroson and prevented Atlas from increasing prices and, in
30 doing, materidly injured the domestic industry.

CONCLUSION

For the reasons stated above, the Tribuna concludes that the dumping in Canada of stainless sted
round bar of Szes 25 mm in diameter up to 570 mm in diameter inclusive, originating in or exported from
Korea, excluding: (1) stainless steel round bar made to specifications ASN-A3380 and ASN-A3294; and
(2) dainless stedl round bar made to specification 410QDT (oil quenched), thet is, grade 410, quenched and
double tempered with an oil quenching medium, has caused materid injury to the domestic industry.
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