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STATEMENT OF REASONS

BACKGROUND

This is a review, under subsection 76(2) of the Special Import Measures Act' (SMA), of the
findings of materid injury made by the Canadian Internationd Trade Tribund (the Tribund)
on Jduly 26, 1991, in Inquiry No. NQ-90-005, concerning carbon stedd welded pipe originating in or exported
from Argentina, India, Romania, Taiwan, Thalland and Venezuea, in the nominal sze range 12.7 mm
to 406.4 mm (1/2in. to 16 in.) inclusive, in various forms and finishes, meeting one or more of the following
specifications. ASTM A53, ASTM A1207 ASTM A795, ASTM A252, ASTM A589 or AWWA
C200-80, or equivaent specifications, including water well casing, piling pipe, sorinkler pipe and fencing
pipe; and of the finding of materid injury made by the Tribund on January 23, 1992, in Inquiry
No. NQ-91-003, concerning carbon stedl welded pipe originating in or exported from Brazil, produced
to ASTM gandards A53 or A120 in sizes from 13.7 mm (0.54 in.) to 406.4 mm (16.00 in.) outsde
diameter, with plain or finished ends and with black, regular mill coat or galvanized surface finishes.

In Notice of Expiry No. LE-95-003* dated November 28, 1995, the Tribunal informed persons and
governments that the Tribund’s findings with respect to Argenting, India, Romania, Taiwan, Thailand
and Venezuela were scheduled to expire on July 25, 1996, and that its finding with respect to Brazil was
scheduled to expire on January 22, 1997. The Tribund received submissons from Stelco Inc. (Stelco),
Stepipe Ltd, A Subsdiay of Steco Inc. (Stelpipe), Sidbec-Dosco (Ispat) Inc. (Sidbec-Dosco)
and IPSCO Inc. (IPSCO) requesting a review. The Embassy of Argenting, the Ingdituto de Comercio
Exterior of Venezuda and Metdexportimport SA. (Metdexportimport) of Romania made submissons
opposing areview, but did not participate in this review.

1. RSC. 1985, c. S15, asamended by S.C. 1994, c. 47.
2. The ASTM A120 standard is no longer used in Canada or the United States.
3. CanadaGazette Part I, Val. 129, No. 49, December 9, 1995, at 4205.
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Pursuant to subsection 76(2) of SIMA, the Tribuna initiated a review of the findings and issued a
notice of review* on January 29, 1996. This notice was forwarded to al known interested parties.

As part of this review, the Tribuna sought consent from producers and importers to transfer to the
record of this review confidential information that they had supplied in Review No. RR-94-004° which had
been conducted on the finding of materid injury made by the Anti-dumping Tribuna on June 28, 1983, in
Inquiry No. ADT-6-83.° That finding covers goods similar to those that are the subject of this review, with
the exception of some smdler diameter pipe. In addition, review questionnaires were sent to domestic
producers of carbon stedd welded pipe and importers of the subject goods to obtain more recent information,
and questionnaires were sent to purchasers of carbon sted welded pipe to obtain information on market
characterigics. From dl of this information and other sources, the Tribund’s research staff prepared public
and protected pre-hearing dtaff reports. The record of this review conssts of al relevant documents,
including the findingsin Inquiry Nos. NQ-90-005 and NQ-91-003, the notice of review, information referred
to above that respondents had submitted in Review No. RR-94-004, submissions made in response to the
notice of expiry, the public and confidentia repliesto the review questionnaires and the public and protected
pre-hearing staff reports. All public exhibits were made available to parties, while protected exhibits were
provided only to independent counsd who hed filed adeclaration and confidentidity undertaking with the Tribund.

Public and in camera hearings were held in Ottawa, Ontario, on June 3 and 4, 1996.

Stelco, Stelpipe, Sidbec-Dosco and IPSCO were represented by counsd a the hearing, submitted
evidence and made argument in support of continuing the findings. Witnesses for Comco Pipe & Supply
Company and Grinndl Supply Sales, A Divison of Tyco International of Canada Ltd., both pipe digtributors,
gppeared a the request of the domestic industry. No other parties participated in the review.

SUMMARY OF FINDINGS UNDER REVIEW

Inquiry No. NQ-90-005

On July 26, 1991, the Tribuna found that the dumping of carbon sted welded pipe originating in
Argenting, India, Romania, Taiwan, Thailand and Venezuela had caused, was causing and was likely to
cause materia injury to the production in Canada of like goods. The primary indicators of injury were a

4. CanadaGazette Part |, Vol. 130, No. 6, February 10, 1996, at 490.

5. Carbon Steel Welded Pipe in the Nominal Size Range 12.7 mm to 406.4 mm (1/2 in. to 16 in.) Inclusive, in
Various Forms and Finishes, Usually Supplied to Meet ASTM A53, ASTM A120, ASTM A252, ASTM A589 or
AWWA C200-80 or Equivalent Specifications, Including Water Well Casing, Piling Pipe, Sprinkler Pipe
and Fencing Pipe, But Excluding Oil and Gas Line Pipe Made to APl Specifications Exclusively,
Originating in or Exported from the Republic of Korea, Canadian International Trade Tribund, Order and
Statement of Reasons, June 5, 1995.

6. Carbon Steel Welded Pipe in the Nominal Size Range 12.7 mm to 406.4 mm (1/2 in. to 16 in.) Inclusive, in
Various Forms and Finishes, Usually Supplied to Meet ASTM A53, ASTM A120, ASTM A252, ASTM A589 or
AWWA C200-80 or Equivalent Specifications, Including Water Well Casing, Piling Pipe, Sprinkler Pipe
and Fencing Pipe, But Excluding Oil and Gas Line Pipe Made to APl Specifications Exclusively,
Originating in or Exported from the Republic of Korea, the Republic of South Africa and Luxembourg,
Finding, June 28, 1983, Statement of Reasons, July 13, 1983.
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sgnificant loss of market share, price suppression that had aggravated the financid performance of the
industry and reduced employment. The industry had been adversely affected by the depressed market for
pipe, particularly in commerciad and residentia congtruction where most carbon sted welded pipe is used.
However, this market effect had been worsened by the significant presence of dumped imports.

Inquiry No. NQ-91-003

On January 23, 1992, the Tribuna found that the dumping of carbon stee welded pipe originating in
Brazil had caused, was causing and was likely to cause materia injury to Canadian production of like goods
and that the dumping of carbon sted welded pipe originating in Luxembourg, Poland, Turkey and
Yugodavia had caused, but was not causing and was not likdy to cause materia injury to Canadian
production of like goods. As wdll, pursuant to paragraph 42(2)(b) of SIMA, the Tribuna found that the
dumping of carbon sted welded pipe originating only in Brazil would have caused materid injury, except for
the acceptance of the undertakings. This case is the only injury inquiry that has taken place under SIMA
subsequent to a price undertaking being violated.

Product

The findings being reviewed concern dumped imports of carbon steel welded pipe. The American
Iron and Sted Indtitute classifies sted pipe into the following groups according to its end uses: standard pipe,
pressure pipe, line pipe, structural pipe, mechanical pipe and oil country tubular goods.” Standard pipe is
generaly intended for the low-pressure conveyance of steam, water, natural gas, ar and other liquids and
gases in plumbing and hesting applications and is produced to the American Society for Testing and
Materials (ASTM) specifications that prescribe chemical and mechanica properties.

Most standard pipe is used for plumbing and hesting applications and is produced to meet the
ASTM AS53 specification in standard black and gavanized finishes. The mgor nomind sizesinclude 1 in.,
2in., 3in.,, 4in, 6in.and 8in. The ASTM A53 specification is consdered to be of the highest qudity and is
auitable for welding, coiling, bending and flanging. Other uses for standard pipe include piling pipe
(ASTM A252), water well caang (ASTM A589 or AWWA [American Water Works Association]
C200-80) and sprinkler pipe (ASTM A795).

Carbon stedd welded pipe is dso identified as standard pipe. It is generally produced in mills using
ether the continuous weld (CW) or the dectric resistance weld (ERW) process. Manufacture using ether
process begins with strips of stedd sheet that have been dit from coils of flat sted. The CW process can be
used to manufacture pipe up to 4.5 in. in diameter. The ERW process can be used to produce pipe up
to 24.0 in. in diameter. CW pipe and ERW pipe are interchangesble, dthough certain users prefer ERW to
CW pipe.

Standard pipe can dso be produced using a combination of both the ERW process and a hot stretch
reduction mill. Pipe shells are first produced using the ERW process. These shells are heeted in a furnace

7. Cetan Circular, Welded, Non-Alloy Sted Pipes and Tubes from Brazil, the Republic of Korea,
Mexico, Romania, Taiwan, and Venezuea, Inv. Nos. 731-TA-532 through 537 (Find), USITC
Publication 2564, October 1992, &t I-7, Manufacturer’ s Exhibit A-17 (single copy), Administrative Record,
Vol. 9B.
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and passed through a stretch reduction mill that reduces the outside diameter of the pipe and can be used to
thicken, maintain or reduce the thickness of the pipewalls.

After the basc pipe is formed usng ether the CW or the ERW process, it is cut to length,
straightened and tested, and the pipe ends are processed, i.e. cropped, faced and reamed. The surface of the
pipe will be finished, if required, with such finishes aslacquer or zinc (galvanizing). Other operationsinclude
gencilling and bundling of the pipe.

Carbon sted welded pipe is sold by domestic producers to mgor distributors, most of which have
branch offices across Canada that purchase standard pipe from domestic producers or importers or import
the pipe directly.

Dumping Margins

The reaults of the investigations of the Deputy Minister of Nationa Revenue (the Deputy Minister)
for both carbon stedl welded pipe cases are presented in Table 1. For each of the named countries, the table
shows the exporters involved, the percentage of the exporter’s goods reviewed that were dumped and the
margin of dumping.

Table 1

MARGINS OF DUMPING
(Inquiry Nos. NQ-90-005 and NQ-91-003)

Percentage of
Reviewed Margin of
Country Exporter Goods Dumped Dumping
(%) (%)
NQ-90-005
Argentina Indudtria Argentinade Aceros SA. 100 46.5
India TheTatalron & Sted Co. 100 19.8
Romania Meta exportimport 100 17.8
Tawan Kao Hsing Chang Iron & Stedl Corp. 94.9 237
Yieh Hsing Enterprise Co., Ltd. 100 11.6
Thalland SahaTha Sted Pipe Co., Ltd. 100 14.2
Others 100 46.5
Venezuda Conduven SA. 100 334
Grupo Siderpro C.A. 100 315
Others 100 46.5
Average All Countries 99.9 323
NQ-91-003
Brazil Persico Pizzamiglio SA. 100 175
Fornasa SA. 100 283

Source: Department of National Revenue, Find Determination of Dumping, Statement of Reasons,
June 21, 1991, and Fina Determination of Dumping, Statement of Reasons, December 9, 1991.
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OTHER CARBON STEEL WELDED PIPE FINDINGS

Thereis one other finding covering carbon sted welded pipe, the Anti-dumping Tribuna’ sfinding in
Inquiry No. ADT-6-83 made on June 28, 1983, as continued, without amendment, by the Tribuna on
Jdune5, 1990, in Review No. RR-89-008, and on June 5, 1995, in Review No. RR-94-004. The finding
covers carbon stedd welded pipe in the nominal sizerange 12.7 mm to 406.4 mm (1/2in. to 16 in.) inclusive,
in various forms and finishes, usudly supplied to mest ASTM A53, ASTM A120, ASTM A252,
ASTM A589 or AWWA C200-80 or equivaent specifications, including water well casing, piling pipe,
sprinkler pipe and fencing pipe, but excluding oil and gas line pipe made to APl specifications exclusively,
originating in or exported from the Republic of Korea

DOMESTIC INDUSTRY

Sepipe, Sidbec-Dosco and 1PSCO account for dmogt al of the domestic production of standard
pipe. These companies have mills in saverd Canadian locations. Other producers include Camrose Pipe
Company (Camrose), Prudential Steel Ltd. and Welded Tube of Canada Limited.?

Sepipe is a subsidiary of Stelco, which is a publicly traded company that was incorporated as the
Sted Co. of Canada Ltd. in 1910. In 1992, Stelpipe sold al but a minority interest in its pipe operation
located in Camrose, Alberta, which is now known as Camrose Pipe Company. In 1994, Stelpipe became a
separate legd entity within the Stelco Group of Businesses.

Stelpipe produces standard pipe on three mills a its Welland, Ontario, facility. One of these is a
dretch reduction mill which was built & a cost of $72 million and commenced operations in 1992.
It produces pipe with an outsde diameter of up to 4 in. and now accounts for the bulk of Stelpipe's pipe
production. The mills, taken together, manufacture carbon sted welded pipe having a nomind sze from
1/2in. to 16 in. Stelpipe's products are marketed nationaly, and the company aso exports a significant
proportion of its production.

Sidbec-Dosco, which was formerly owned by the province of Quebec, isawholly owned subsidiary
of Igpat Mexicana, a Mexican company. Sidbec-Dosco has facilities at three locations in Canada, but carbon
stedd welded pipe is only produced at its Montréal, Quebec, facility. At this location, a CW mill is used to
produce standard pipe ranging between 1/2 in. and 4 in. in nomind size. In addition, since 1987,
Sidbec-Dosco, through Delta Tube, a joint venture with Nova Stedl, has been supplying standard pipe
between 2 in. and 6 in. in nomind Sze. Deta Tube produces the pipe & its facility in Montréal using
the ERW process, and the pipe is shipped to Sidbec-Dosco’'s Montréd facility for finishing. Sidbec-Dosco’s
pipe products are marketed throughout Canada, and the company aso exports a significant proportion of its
production.

IPSCO, which isa publicly traded company, operates ERW mills located in Regina, Saskatchewan,
and in Edmonton, Red Deer and Cdgary, Alberta These mills are capable of producing standard pipe
having anomina sze of 1/2 in. to 16 in. IPSCO markets carbon stedd welded pipe throughout Canada, and
the company exports asmal percentage of its production.

8. Weded Tube of Canada Limited, as of 1995, no longer manufactures standard pipe.
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POSITION OF THE DOMESTIC INDUSTRY

Stelco and Stelpipe

Stelco and Stel pipe requested that the findings be continued. Counsdl for Stelco and Stelpipe gave a
number of reasons for the likely resumption of dumping. Counsd indicated thet, in 1991, the Department of
National Revenue (Revenue Canada) found high margins of dumping and that virtualy al of the shipments
investigated were dumped. Counsel suggested that this isindicative of future patterns of behaviour. Counsd
pointed to the nature of importers operations and the ease with which they can source low-priced offshore
imports with minima investments in infrastructure. Counsel stated that importer practices of source shifting
and off-the-dock sdlling continue today. In addition, anumber of the importersidentified by Revenue Canada
in 1991 are ill active in the market today. Counsd submitted that producers in each of the named countries
have a huge production capacity. As well, a number of the exporters that Revenue Canada identified as
dumping standard pipe in 1991 have dso been found to be dumping and causng materid injury in
the United States.

Counsd for Stelco and Stelpipe indicated thet, if the findings were rescinded, there would be only
one finding in Canada covering standard pipe, whereas there would be a number of findings in
the United States. This would leave an imbadance for the domestic industry, which is operating in an
effectively integrated North American market. Counsdl argued that findings in the United States, many of
which have been made since the Tribund’s findings of 1991 and 1992 and that cover imports of standard
pipe and related goods from the named countries, are evidence of a clear pattern of dumping which is
injuring North American producers.

Counsd for Stelco and Stelpipe argued that a resumption of dumping is likely to cause materia
injury to the domegtic industry. Counsel submitted that Stelpipe’s prices remain suppressed because of
pressure from low-priced imports from the countries that had replaced the named countries. As well,
Stelpipe's revenues per ton were substantialy higher in 1988, 1989 and 1990 than they were in 1995
and 1996. Stelpipe noted that the industry had a negative gross margin and a net loss before taxes in 1995.
Stepipeindicated that, in spite of volume and revenue increases, it had not been able to return the production
of carbon stedl welded pipe to profitability. This was not due to production problems or an outmoded plant.
Counsd indicated that Stelpipe had invested a considerable amount in its new stretch reduction mill and that
improved unit production efficiency had resulted in a decline in the cost of goods sold as a percentage of
sdes. Counsd dso indicated that the prices that the industry paid for raw materials increased from 1993
to 1995. However, because of import pressures, the industry was unable to recover those increases in raw
materid costs through price increases.

Sidbec-Dosco and IPSCO

Sidbec-Dosco and 1PSCO requested that the findings be continued. Counsel for Sidbec-Dosco and
IPSCO addressed the likelihood of resumed dumping, materid injury to the domegtic industry and some
generd issues. Toillugtrate the likelihood that the named countries would resume dumping, counsdl supplied
an ad to argument that lised each of the named countries and Canadian and US findings covering the
subject goods and other sted products originating in those countries. Counsel adso stated thet, at the end
of June 1996, there would, in al likdihood, be 12 findingsin place in the United States covering the subject
goods originating in the named countries. Counsd submitted that the propensty of the named countries to
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dump is clearly demongtrated by what happened after the 1992 finding of the U.S. International Trade
Commission (USITC) that imports of the subject goods from Venezudla were causing materia injury, but
that those from Romania were not. Counsel indicated that, in a subsequent one-year period, Venezuea
exported only a few tons of the subject goods to the United States, while Romania exported a significant
volume of the subject goods to the United States.

Counsd for Sidbec-Dosco and 1PSCO made a number of points on the vulnerability of the domestic
industry to resumed dumping. Counsel stressed the commodity nature of the subject goods and that priceis
the key to their sale. It was noted that the market for carbon steel welded pipe has been flat since the inquiries
and that, in 1996, the market, at best, would be equd to that in 1995. Counsd dated that the cogts of
production of domestic producers of carbon sted welded pipe and of exporters of the subject goods are
highly senstive to volume and indicated that there had been dgnificant underutilizetion of domestic
production capacity. Counsdl drew attention to the continued investments in production facilities made by dl
three domestic producers in order to improve their financia viability. Finaly, counsd pointed out that there
are limited export opportunities for the domestic producers and that it is the domestic market that is critical to
the producers.

On more generd issues, counsd Sidbec-Dosco and IPSCO submitted that the consderation of
materid injury and the threat of materia injury do not have to apply equdly to al domegtic producers in
order for the Tribund to find that they exist. Aswell, consideration should not focus on the relative costs of
production in Canada and the named countries. Counsel argued that the reasons that led the Tribund to
continue the finding with respect to the Republic of Korea a year ago, which include uncertain market
conditions and uncertain prospects for producers in the face of low-priced imports, exist today. Counsd
gated that the practice of importers shifting to sources not covered by anti-dumping duties continues today
and that the domegtic industry remains as vulnerable to dumping today asit did at the time of the review with
respect to the Republic of Korea. Counsdl stated thet it is gppropriate for the focus to be on importers
because it is clear that, without their involvement with the subject goods, there would be no dumping.
Findly, competition between domestic producers, which exigts today as it did in the past, should not
outweigh the likdihood of materia injury to theindudtry.

PRELIMINARY MATTERS

Notice of Motion

Prior to commencement of the hearing, counsd for Stelco and Stelpipe filed a notice of motion
requesting the Tribund to notify the Deputy Minister as described in section 46 of SIMA. Under section 46,
notice is to be provided where, in an inquiry under section 42, the Tribund is of the opinion that there is
evidence that certain goods from countries other than the subject countries are being dumped or subsidized
and that the evidence discloses a reasonable indication that the dumping or subsidizing has caused injury or
retardation or is threatening to cause injury. Where such notice is received, the Deputy Minister may initiate
an investigation, pursuant to subsection 31(7), respecting the dumping or subsidizing of the goods described
in the notice. At the commencement of the hearing, the Tribunal asked to hear the motion prior to the parties
tendering any evidence described in section 46.
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Counsd for Stelco and Stelpipe took the position that, while section 46 of SIMA refers to evidence
received in the course of an inquiry under section 42, such inquiry continues into a review under section 76.
Thus, in areview, such as the present proceeding, the Tribunal may provide notice to the Deputy Minister
under section 46. In support of this proposition, counsel referred to section 47.° It was argued that, as
section 47 continues an order or finding or a proceeding not otherwise terminated, an inquiry conducted
under section 42 continues beyond the time of the inquiry itself.

In response to the mation filed by counsd for Stelco and Stel pipe, the Tribund ruled thet, in its view,
an inquiry under section 42 of SIMA is not resumed during a review under section 76. In support of this
conclusion, the Tribuna noted that section 42 confers jurisdiction on the Tribund to conduct an inquiry into
certain issues. When afinding is made under section 43 subsequent to that inquiry, the proceeding ceases,
and the Tribuna loses its jurisdiction to resume the proceeding, subject to the matter being referred back to
the Tribund. Section 76 confers a separate jurisdiction on the Tribund to conduct a distinct proceeding for
purposes of reviewing the finding made under section 43. A review is not a mere resumption of the inquiry
conducted under section 42, and section 47 does not convince the Tribunal that it is otherwise,

As section 46 of SIMA refers to evidence received in the course of an inquiry under section 42, the
Tribunal ruled that it could not provide notice to the Deputy Minister pursuant to section 46 in a review
conducted under section 76.

Cumulation

In the course of the hearing, the Tribuna asked counsd for the parties to address a submission made
by Metalexportimport of Romania in response to the notice of expiry™ of the injury findings with respect to
the subject goods. It was submitted that, pursuant to paragraph 3 of Article 3 of the World Trade
Organization Agreement on Implementation of Article VI of the General Agreement on Tariffs and
Trade 1994 (the Agreement), “[w]here imports of a product from more than one country are
smultaneoudy subject to anti-dumping investigations, the investigating authorities may cumulatively assess
the effects of such imports only if they determine thet ... [inter dia] the volume of imports from each country
isnot negligible” Therefore, it was suggested that, because Metaexportimport had not exported the subject
goods to Canadain the last five years, its exports were negligible. As such, the Tribunal cannot cumulatively
assess the effects of athresat of dumping of Romanian goods with those of the other subject countries.

In response, counsd for Stelco and Stelpipe submitted that there is nothing in SIMA or the
Agreement that prevents the Tribunal from congdering the cumulative effects of the threat of dumping in a
review proceeding, even where imports have been negligible. For the reasons provided by counsd, the
Tribund is satisfied that its cumulative assessment of the threat of dumping in review proceedings is
consistent with SIMA and the Agreement.

9. Section47 of SSMA dates.

Subject to [certain provisions], an order or finding made by the Tribunal with respect to
any dumped or subsidized goods, other than an order or finding described in any of
sections 3 to 6, terminates all proceedings under [SIMA] respecting the dumping or
subsidizing of the goods.

10. Supra note 3.
11. Signed a Marrakesh on April 15, 1994.
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As to SIMA, counsd for Stelco and Stelpipe submitted that subsection 42(3) gives the Tribund
authority to cumulate in inquiries conducted under section 42, where the volume of importsis not negligible.
However, by its terms, subsection 42(3) applies only to inquiries conducted under section 42, which the
Tribund has ruled is a digtinct proceeding from a review conducted under section 76. Therefore, the
prohibition on cumulation where imports are negligible, contained in subsection 42(3), does not apply to
reviews conducted under section 76. As such, even where the volume of imports from a subject country has
been negligible, the Tribund may assess the cumulative effects of the threet of dumping from al subject
countriesin areview proceeding.

Asto the Agreement, counse for Stelco and Stel pipe submitted that paragraph 3 of Article 3 gpplies
to “determinations of injury” in an inquiry. This provison was implemented into Canadian law pursuant to
subsection 42(3) of SIMA. In contrast, paragraph 2 of Article 11 pertains to reviews of injury findings and
wasimplemented into Canadian law pursuant to section 76 of SIMA.

Paragraph 2 of Article 11 of the Agreement provides that the Tribuna “shall review the need for the
continued impogtion of the duty, where warranted.” Furthermore, paragraph 3 of Article 11 provides that
definitive anti-dumping duties shall expire unlessit is determined that the expiry “would be likdly to lead to
continuation or recurrence of dumping and injury.” Counsdl submitted that Article 11 is digtinct from
Article 3 and does not incorporate the prohibition on cumulation where imports have been negligible.

Counsd for Stelco and Stelpipe noted that, in areview, the Tribund considers, in part, whether there
is a likelihood of resumed dumping by the subject countries. In this regard, the Tribuna will consder the
propensity to dump by these countries. That propendty can be demondrated in many ways and can exist
whether or not there have been imports during the existence of the finding. If the Tribuna departed from its
practice of cumulatively assessing the effects of athreat of dumping where there have not been imports from
the subject countries in the recent past, the domestic industry would be denied relief in caseswhere thereisa
clear propengty to dump by these countries.

LIKELIHOOD OF RESUMPTION OF DUMPING

The Tribuna first examined whether there is a likelihood of resumed dumping from the named
countriesif the findings are rescinded. In this regard, the Tribund looked into, first, whether imports from the
named countries are likely to be offered or sold in the domestic market if the findings are rescinded and,
second, if imports do resume, whether they are likely to be dumped.

To determine if imports from the named countries are likely to compete in the Canadian market for
carbon sted welded pipe if the findings are rescinded, the Tribuna considered severa factors. They include
whether carbon sted welded pipe from the named countries would be an dternative source of supply to
Canadian buyers, whether importers would offer the subject goods in the Canadian market, the past
behaviour of the subject goods in the Canadian market, the presence of the subject goods in the
United States, the potentid diversonary effects of injury findings againg the named countries in the
United States and pipe production capacity in the named countries.
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Irrespective of the source of production, whether it be domestic or foreign, once carbon stedl welded
pipe meets specified standards, it is conddered physicdly interchangesble with any other carbon sted
welded pipe that also meets those standards. ™ Thus, carbon sted welded pipe is basically like a commodity,
with the result that price becomes a key factor in the purchasing decision, as buyers attempt to seek out the
chegpest source of supply. Despite its commodity nature, purchasers may give some preference to
domesticaly produced pipe over imported pipe for what they consider to be more favourable conditions of
supply, i.e. delivery time, product availability, security of supply and terms of sale*® This preference can
trandate into a price premium for domestic pipe. However, once the price spread between domestic
production and imports exceeds that premium, purchaserswill generally turn to buying imported pipe.™

The importance of price in the purchasing decison means that importers are continuoudy searching
the globe for the lowest-priced source of imports. If the price of standard pipe imported from one source
becomes uncompetitive because of the imposition of anti-dumping duties, importers find other low-priced
suppliers in other countries. The Tribuna made reference to this phenomenon in its review of the finding
with respect to the Republic of Korea in 1995, pointing out that importers had switched from the named
countries to new suppliers in the Philippines, Turkey and the Republic of South Africa subsequent to the
findings being issued in 1991 and 1992."° The record of this review shows that the practice of offering
imports from low-priced sources continues in the domestic marketplace today.™® With a rescission of the
findings, importers would again be able to buy standard pipe from exportersin the named countries.

Many of the firms that imported standard pipe from the countries named in the proceedings are till
active in the market today, importing standard pipe from other low-priced sources™” A number of these
importers are part of large internationd trading houses, with the ability to support the globa search for
low-priced sources of supply.*®

The past presence of imports of carbon steel welded pipe in the Canadian market is suggestive of the
future presence of imports from those sources in the domestic market, if the findings are rescinded. Imports
from the named countries accounted for alarge percentage of total importsin 1990 and the first haf of 1991

12. Public Pre-Hearing Staff Report, April 15, 1996, Tribuna Exhibit RR-95-002-5, Adminidrative
Record, Val. 1 at 139-41.

13. Public Pre-Hearing Staff Report, April 15, 1996, Tribuna Exhibit RR-95-002-5, Adminidrative
Record, Val. 1 at 140-41.

14. Transcript of Public Hearing and Argument, June 3, 1996, at 98-99.

15. Supra note 5 at 10.

16. For example, see Transcript of In Camera Hearing, June 3, 1996, at 2-3; Manufacturer’s Exhibit A-12
(protected) at 4, Administrative Record, VVol. 10; Transcript of In Camera Hearing, June 3, 1996, at 19-23;
Manufacturer’s Exhibit A-10A (protected), Administrative Record, Vol. 10; Transcript of In Camera
Hearing, June 3, 1996, at 78-79; and Manufacturer's Exhibit C-2A (protected) at 3-4, Adminigtrative
Record, Val. 10.1.

17. Manufacturer’s Exhibit A-1 at 19, Adminigrative Record, Vol. 9; Manufacturer’s Exhibit A-10
(protected) a 3-4, Adminigtrative Record, Vol. 10; Manufacturer’s Exhibit A-11 a 3, Adminigtrative
Record, Vol. 9; and Manufacturer’ s Exhibit C-1 at 6, Administrative Record, Vol. 9.1.

18. Manufacturer’s Exhibit A-1 a 18-19, Adminidrative Record, Vol. 9; Manufacturer’s Exhibit A-3 &t 4,
Adminigtrative Record, Vol. 9; and Transcript of Public Hearing and Argument, June 3, 1996, at 21-23.
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and asignificant proportion of the market.™® That level of market penetration was the resuilt of the low pricing
of the imports from the named countries. Without the restrictions of anti-dumping measures, |ow-priced
imports from the named countries might again enter the market in significant volumes.

Severd of the exporters identified in Revenue Canada' s final determinations for the two cases have
been active in the US market for carbon sted welded pipe and now face anti-dumping duties in
the United-States. ™ There are six findings in place in the United States covering imports of standard pipe
from Tawan, Thailand, India, Brazil and Venezuda, with the findings for Brazil, Tawan and Venezuea
being made after the Tribunal’ s findings of 1991 and 1992.*4%

The Tribuna notes that a rescisson of the findings would leave Canada with no findings in place
againg the named countries, whereas the United States would have findings in place for al countries except
Argentinaand Romania. In addition, aUSITC find determination on materid injury is pending in the case of
Romania, and the level of the dumping margin for Thailand has incressed.?® Thus, insofar as opportunities
for trading standard pipe into the United States are further restricted, they would increase for trading the
subject goods into Canada.

19. Protected Pre-Hearing Staff Report prepared in Inquiry No. NQ-91-003, November 26, 1991, Tribuna
Exhibit RR-95-002-12 (protected), Adminigtrative Record, Vol. 2.1 a 129; and Protected Pre-Hearing Staff
Report prepared in Inquiry No. NQ-91-003, revised December 9, 1991, Tribuna Exhibit RR-95-002-12A
(protected), Adminigtrative Record, Vol. 2.1 at 164.

20. The following companies were found to be dumping standard pipe in Canada and the United States:
Kao Hsng Chang Iron & Sted Corp. and Yieh Hang Enterprise Co., Ltd. of Taiwan, Conduven SA. of
Venezuela, Persgco Pizzamiglio SA. of Brazil, The Tata Iron & Sted Co. of India and Saeha Tha Sted
Fipe Co., Ltd. of Thailand. Metalexportimport of Romania was identified by Revenue Canada as dumping
standard pipe in Canada and by the U.S. Department of Commerce in its final determination for the current
Romanian case as dumping standard pipe in the US market. See Federal Regigter, Vol. 61, No. 94,
May 14, 1996, at 24274-24283, Manufacturer’ s Exhibit A-13A, Adminigtrative Record, Val. 9.

21. There are two USITC findings covering imports of standard pipe from Taiwan. One finding applies to
standard pipe with adiameter of lessthan 4.5 in. and the other gpplies to standard pipe exceeding 4.5 in. but
less than 16.0 in. in outdde diameter. Circular Welded Non-Alloy Sted Pipe from Romania and
South Africa, Inv. Nos. 731-TA-732 through 733 (Prdiminary), USITC Publication 2899, June 1995,
Manufacturer’ s Exhibit A-13, Annex A a 17A, Adminigtrative Record, VVol. 9.

22. At the time of the hearing, it was expected that the USITC would shortly be making the find
determinations on whether imports from Romania and the Republic of South Africa were causng material
injury to adomegtic industry in the United States. See Manufacturer’ s Exhibit A-19, Administrative Record,
Val. 9.

23. Manufecturer’s Exhibit A-19, Adminigtrative Record, Vol. 9; Preston Pipe & Tube Report, Vol. 14,
No.3, March 1996 a 6, Manufacturer’s Exhibit A-13, Annex C, Adminigtrative Record, Vol. 9;
and Federd Regigter, Vol. 61, No. 13, January 19, 1996, a 1328-1339, Manufacturer’s Exhibit A-13E,
Adminigtrative Record, Vol. 9.
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The Tribuna has considered whether producers in the named countries would be able to supply
carbon sted welded pipe for export to Canada. Evidence provided by Stelpipe indicates that producersin the
named countries currently have a significant capacity to manufacture tubular products® This includes the
ability to produce the subject goods. There is no reason to suppose that those countries could not supply the
Canadian market at the same level as they did prior to the findings and possibly to an even greater extent
with fewer opportunities now available for their pipe to be exported to the United States.

After congdering al of the foregoing factors, the Tribuna concludes that imports from the named
countries are likely to resume entering the Canadian market, if the findings are rescinded.

In conddering the question as to whether imports from the named countries will be dumped on
reentering the Canadian market, the Tribuna has considered the behaviour of exporters in the Canadian
market and in other markets in repect to the subject goods and other sted products. As dready mentioned,
imports of the subject goods from dl of the named countries have been found to be dumped in Canada.
Aswell, imports of the subject goods from amost dl of the named countries have been found to be dumped
inthe United States.

Other gtedl products from the named countries have aso been found to be dumped in the Canadian
market in the past. Findings againg those countries have been made by the Tribunal and its predecessor
organizations covering stainless stedl bars and wire, wide flange beams, carbon and dloy sted plate, sainless
sed plate, oil and gaswell casing, aloy tool stedl, barbed wire, carbon sted seamless pipe, hot-rolled carbon
sed plate and dloy plate, corroson-resstant stedl sheet products, stainless stedl welded pipe and corrosion-
resistant steel sheet. ™

Since the Tribuna’ s findings, the USITC has dso issued findings covering imports of stedl products
from the named countries that are related to standard pipe. This includes find determinations on oil country
tubular goods originating in Argentina and seamless carbon and aloy standard, line and pressure stedl pipe
origingting in Argentina and Brazil and preliminary determinations covering carbon sted butt-weld pipe
fittings originating in Thailand, Indiaand Venezudla®®

The Tribund aso consdered the effects of its findings of materid injury on imports from the named
countries. The Tribunal notes that imports from the named countries disgppeared from the domestic market
subsequent to the Tribund’ sfindings.

Taking account of al of these factors, the Tribuna concludes thet it is likely that imports from the
named countries will be dumped. Imports of the subject goods and other stedl products from the named
countries have been found to be dumped in the Canadian market and the US market in the padt. It is of key
importance that imports of carbon sted welded pipe from the named countries have not entered Canada in
recent years with the findingsin place. Thisindicatesto the Tribund that imports of carbon steel welded pipe
from those countries are not able to compete at prices at least equa to normd vaues. If imports from the
named countries were to reenter the Canadian market, they would likely do so at prices that are dumped.

24. Manufacturer’ sExhibit A-1 a 20-30, Adminigrative Record, Val. 9; and Tribuna Exhibit RR-95-002-14.2A,
Administrative Record, Vol. 3 a 141-42.

25. Tribuna Exhibit RR-95-002-14.3B, Adminigtrative Record, VVol. 3 at 297-98.

26. Manufacturer’s Exhibit A-1 at 34-35, Administrative Record, Val. 9.
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LIKELIHOOD OF MATERIAL INJURY

The Tribuna then assessed how competition from imports from the named countries might affect
the domestic industry, taking account of its recent performance and projected trade in the Canadian market
for carbon sted welded pipe. Table 2 presents a summary of economic indicators for carbon sted welded
pipe. A number of the indicators are presented in index form, with 1991 equa to 100, to protect the
confidentidity of individual company Satistics.

These indicators should be considered in light of a number of events that occurred in the industry
over the period from 1991 to 1995. Stelpipe closed mills, opened its dretch reduction mill and sold its
controlling interest in Camrose, and IPSCO disposed of amill in Regina

Table 2
ECONOMIC INDICATORS
(1991 = 100, unless other units specified)
1991 1992 1993 1994 1995

Imports (tonnes)

Subject Countries 9,333 1,756 54 6 0

Non-Subject Countries 31,172 37,351 38,869 42,469 44,023
Market

Salesfrom Domestic Production* 100 91 109 98 113

Saesfrom Subject Countries 100 19 1 0 0

Sales from Other Countries 100 120 125 136 141

Total Market 100 93 105 100 111
Exports 100 156 202 178 156
Domestic Industry Net Sales ($000) 66,251 53,304 60,854 65,220 78,870
Industry Net Profit As
Percent of Net Sales (7 (18) (18) (12 (12
Industry Capacity Utilization for
Carbon Steel Welded Pipe 11.6 115 14.7 13.3 15.9
1. Domedtic producers sdes of imports are included with sales of imports from other countries.
Source: Repliesto Tribund review questionnaires and Statistics Canadaimport data.
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The Tribund has consdered what the likely impact of a resumption of dumped imports from the
named countries would be on the domestic market for carbon stedl welded pipe and what the consequences
would be for the domegtic industry. In 1995, the market for carbon sted welded pipe was only alittle larger
than in 1991, having increased by only 11 percent, and was smaller than in 1990.%” Evidence and testimony
suggest that the market is likely to be weaker in 1996 than it was in 1995.%° The demand for carbon sted
welded pipeis very much determined by construction activity, and the Tribunal did not receive any evidence
or hear any testimony to suggest that there would be any sgnificant increase in capitad spending on
congtruction in 1996. Based on the information before it, the Tribunal does not anticipate any large increase
in the demand for carbon stedl welded pipe in 1996. Testimony before the Tribunal demonsrated the
sensitivity of the domestic industry’s financial performance to changes in the volume of production.”® With
few prospects for market growth, it is imperative for the industry to maintain, if not increase, its market
share.

The industry never recovered market share lost to dumped imports from the named countries.
Imports changed little over the period, increasing from 40,505 tonnes in 1991 to 44,023 tonnes in 1995.
While imports from the named countries disgppeared from the Canadian market subsequent to the
Tribund’s findings in 1991 and 1992, they were quickly replaced by imports from such countries as the
Philippines, Mexico, Turkey, the Republic of South Africaand the People€' s Republic of China. Importsfrom
the Republic of Korea remained a fairly congtant proportion of tota imports. A resumption of dumping of
imports from the named countries in the Canadian market would place serious pressure on the domestic
industry, whose per unit production costs are senstive to changes in volumes. Accordingly, aloss of market
share to dumped imports from the named countries would likely be materidly injurious to the domestic
indudtry. It is quite unlikely that domestic producers could make up aloss in domestic market share through
increased exports. The actua volume of exports has declined since 1993, and producers have indicated that
there is very little potentia for increasing the volume of exports® Thus, the industry, as a whole, faced by
wesk demand, continued import competition, little possibility of increased exports and the need to maximize
capecity utilization, is likey to compete with imports from the named countries rather than give up
market share.

Taking account of the likelihood of a resumption of dumped imports, the Tribuna notes thet the
prices for carbon sted welded pipe have not changed sgnificantly since 1990. Stepipe, which, in
comparison to the other two mgor domestic producers, manufactures the broadest range of standard pipe
and has a gnificantly larger sales volume, submitted a comparison of prices for a range of standard pipe
sizes covering the years from 1990 to 1996.** This comparison shows that some prices in 1995 and 1996
have increased modestly, while others have remained the same or have actualy declined. Thistrend in prices
is supported by a comparison of average saes revenues which shows that, between 1990 and 1995, average

27. Protected Pre-Hearing Staff Report, April 15, 1996, Tribund Exhibit RR-95-002-6 (protected),
Administrative Record, Vol. 2 a 63.

28. Manufacturer’s Exhibit A-1 at 10-12, Administrative Record, VVol. 9; and Transcript of Public Hearing
and Argument, June 3, 1996, at 108-109 and 122.

29. Transcript of In Camera Hearing, June 3, 1996, at 59 and 72.

30. Public PreHearing Staff Report, April 15, 1996, Tribunad Exhibit RR-95-002-5, Adminigtrative
Record, Vol. 1 at 144.

31. Manufacturer’s Exhibit A-1 at 38-40, Administrative Record, Val. 9.
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revenues per tonne increased by only 4 percent for the three mgjor producers® Prices were not, in fact,
increasing fast enough to recoup cost increases. Between 1990 and 1995, the cost of goods sold per tonne
increased by 13 percent, 9 percentage points more than revenue per tonne.®

A condderable amount of attention was focused on the suppressive effect that low-priced imports
from the Philippines, Mexico, Turkey, the Republic of South Africa and other countries are having on
Canadian market prices. These are the so-cdled “new countries’ that have replaced the named countries in
the market. Producers and digtributors submitted information comparing low-priced import offerings with
domestic prices® In lage pat, imports from the new countries enter the domestic market
in British Columbia, and thisis where they have had their greatest impact. To deal with thisimport Stuation,
Stelpipe issued a separate distributor price list for British Columbia in March 1995. Prices on the B.C. ligt
were maintained when Stelpipe implemented price increases for digtributors in the rest of Canada
in April 1996.%°

Witnessesindicated that the low-priced imports not only suppress pricesin the B.C. market but dso
put pressure on prices esewhere in the domestic market.** The Tribundl redizes that imports from the
named countries may not only enter the domestic market in British Columbia but, given the reative
geographic locations of the named countries, may also be landed in Montréal, Quebec, and Toronto, Ontario.
The entry of the subject goods into the domestic market at these locations would have a much greater impact
on prices in eastern markets. Witnesses also suggested that the volume of low-priced imports entering the
market did not have to be large to have a suppressive effect on prices.®’

32. Protected Pre-Hearing Staff Report, April 15, 1996, Tribund Exhibit RR-95-002-6 (protected),
Adminigrative Record, Vol. 2 a 21; Protected PreHearing Staff Report prepared in Inquiry
No. NQ-91-003, November 26, 1991, Tribuna Exhibit RR-95-002-12 (protected), Adminigtrative Record,
Vol. 2.1 a 140; and Protected Pre-Hearing Staff Report prepared in Inquiry No. NQ-91-003, revised
December 10, 1991, Tribund Exhibit RR-95-002-12A (protected), Administrative Record, Vol. 2.1 at 169
and 171.

33. Protected Pre-Hearing Staff Report, April 15, 1996, Tribund Exhibit RR-95-002-6 (protected),
Adminigrative Record, Vol. 1 a 21; Protected PreHearing Staff Report prepared in  Inquiry
No. NQ-91-003, November 26, 1991, Tribuna Exhibit RR-95-002-12 (protected), Adminigtrative Record,
Vol. 21 a 140; and Protected Pre-Hearing Staff Report prepared in Inquiry No. NQ-91-003, revised
December 10, 1991, Tribunal Exhibit RR-95-002-12A (protected), Adminigtrative Record, Vol. 2.1 a 169
and 171.

34. Manufecturer’s Exhibit A-6 (protected), Attachments, Adminigtrative Record, Vol. 10; Manufacturer’s
Exhibit A-10 (protected), Attachments, Adminigtrative Record, Vol. 10; Manufacturer’s Exhibit A-10A
(protected), Adminigrative Record, Vol. 10; Manufacturer’s Exhibit A-12 (protected), Administrative
Record, Val. 10; and Manufacturer’ s Exhibit C-2A (protected), Adminigtrative Record, Vol. 10.1.

35. Manufacturer’ s Exhibit A-6 (protected) at 2, Administrative Record, Val. 10.

36. Transcript of Public Hearing and Argument, June 3, 1996, a 65-66; and Transcript of In Camera
Hearing, June 3, 1996, at 17, 41 and 42.

37. Transcript of Public Hearing and Argument, June 3, 1996, at 78, 118, 119 and 127.
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Both distributors and producers indicated that 1ow-priced import offerings are quickly transmitted to
producers, that must then react through downward price adjustments to retain sales. This occurs when
imports are presold at low prices before an order is booked with aforeign mill or when the imports arrive in
Canada. 1t dso occurs when some or dl of an import shipment of standard pipe is not presold, and importers
stock and el the unsold imports on the dock.

The Tribund is of the view that the relatively week level of demand within the market is afactor that
is suppressing prices. The Tribund aso notes that, in a market where demand and prices are wesk and the
domestic producers must keep volumes up to keep unit costs down, the producers will compete to maintain
market share.®® The Tribuna is convinced, however, that low-priced imports are playing an important rolein
keeping prices down. The Tribund noted one witness's tesimony that, if the findings were rescinded,
imports from the named countries would have to compete with the prices of imports from the new countries
to enter the Canadian market.*® The Tribund believes that the effect of additiona imports from the named
countries would be to further destabilize pricesin the domestic market.

The Tribuna is convinced that further destabilization in prices is likdy to worsen the whole
industry’ sfinancia picture and is likely to cause materid injury to the domestic industry. The industry’stotal
domegtic sales increased from $66.3 million in 1991 to $78.9 million in 1995, with dl of the increase
occurring in 1995. The industry earned a gross profit only in 1991, with costs surpassing revenues in the
other years. The industry had anet loss before taxesin every year from 1991 to 1995, with the losses ranging
between 7 and 18 percent of net sales.

The Tribuna notes that, because of price levels in the market in recent years, there has been a
significant decline in IPSCO's sdes volumes*® More importantly, the Tribuna notes that carbon sted
welded pipe is a much more significant component of Stelpipe's and Sidbec-Dosco’s sdes than it is for
IPSCO. IPSCO has more product options to which it can switch when faced with competition from
low-priced and dumped imports. Thus, the financia hedth of Stelpipe and Sidbec-Dosco, which account for
most of the sales from domegtic production and which have made efforts to increase production volumes of
carbon sted welded pipe to achieve lower production costs, will be very sengtive to the presence of dumped
importsin the market.

After considering the performance of the domegtic industry and the present and likely state of the
Canadian market, the Tribuna concludes that dumped imports from the named countries are likdly to cause
materia injury to the domegtic industry.

38. Transcript of In Camera Hearing, June 3, 1996, at 59 and 72.
39. Transcript of In Camera Hearing, June 3, 1996, at 23.
40. Transcript of In Camera Hearing, June 3, 1996, at 98-99.
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CONCLUSION

The Tribunal, based on the foregoing reasons, concludes that the domestic indudtry is likely to be
materialy injured by resumed dumping by Argenting, India, Romania, Tawan, Thailand, Venezuda and
Brazil which is likely to occur from a rescisson of the findings. The findings are, therefore, continued
without amendment.
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