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The closures of these plants are discussed in detail in the response to the questions of

Commissioners Johanson1, Broadbent,2 and Schmidtlein.3 The issue is one of fact: Why did the

plants close? The Commission’s precedents on these points are clear, as discussed in the answer

to a Commissioner by Commissioner Schmidtlein.4 The answers here are equally clear.

Exclusion of those two plant closures from the analysis of volume or market share lost to

subject imports during the POI yields results that are crystal clear:5

2014-2016 Changes

Volume Market Share

U.S. industry without Arcelor Mittal [ ]

U.S. industry without Republic [ ]

U.S. industry without Arcelor Mittal & Republic [ ]

Note in particular that, excluding either Republic or Arcelor Mittal, the U.S. industry is shown to

have experienced at most a de minimis decline in shipments and no loss of market share.

2. The 2014-2016 Increase in Subject Imports Came at the Expense of Non-
Subject Imports

The Commission has consistently found no adverse volume effects where the increase in

subject imports has come at the expense of non-subject imports. Here that is indisputably the

case. The [ ] ton increase in subject imports from 2014 to 2016 was substantially less

1 Hearing Transcript, Carbon and Alloy Steel Wire Rod from Belarus, Italy, the Republic of Korea, the Russian
Federation, the Republic of South Africa, Spain, Turkey, Ukraine, the United Arab Emirates, and the United
Kingdom, Inv. Nos. 701-TA-573-574 and 731-TA- 1349-1358 (Final) (Nov. 16, 2017) (“Tr.”) at 81 and 111
(Johanson).
2 Tr. at 100-101 (Broadbent).
3 Tr. at 180, 182 and 185 (Schmidtlein).
4 Tr. at 181-82 (Schmidtlein).
5 Pre-hearing Staff Report at IV-29, Table IV-14, adjusted for commercial shipments by Arcelor Mittal and
Republic, from responses to question II-7 in Arcelor Mittal final investigation questionnaire report and Republic
preliminary investigation questionnaire report. The full computation is shown in the responses to Commissioners’
questions.

RWDNKE!XGTUKQP!
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than the [ ] ton decline in Chinese imports,6 while the U.S. industry shipments

(excluding Arcelor Mittal and Republic) increased.

Petitioners seek to avoid this fatal problem by asking the Commission to reject its clear

precedent that an increase in subject imports does not constitute injury to domestic producers

when it comes at the expense of non-subject imports, even where the decline in non-subject

imports is caused by imposition of Title VII duties. Whatever the reason for that decline, the fact

remains that, during the POI, the effect of the subject import increase was not on domestic

producers. This issue is discussed in more detail in response to questions by Commissioners

Broadbent, Johanson and Williamson.7

Equally important, petitioners’ argument is wrong on the facts. Subject imports did not

deprive the petitioners of the volume they could reasonably have expected to obtain as Chinese

imports left the market. At the start of the POI in 2014, petitioners’ shipments (not including

Arcelor Mittal and Republic) share of the merchant market was [ ] percent. If the petitioners

had captured that share of the departed Chinese volume, their shipments would have risen by

only [ ] tons, but in fact they increased by [ ] tons or [ ] percent of the

departed Chinese volume.8

As discussed in the response to a question posed by Commissioner Broadbent,9 the

purchasers’ responses to the Commission’s shifting based on lower price question provides

further confirmation that little if any gains by subject imports came at the expense of domestic

producers.

6 Pre-Hearing Staff Report at IV-4, Table IV-2. The subject import increase was also less than the 279,771 ton
increase in all non-subject imports.
7 Tr. at 66 (Broadbent), 193 (Johanson) and 236 (Williamson).
8 Pre-Hearing Staff Report at IV-25, Table IV-12, adjusted by data from responses of Arcelor-Mittal and Republic to
Question II-9, U.S. Producers’ Questionnaire.
9 Tr. at 208 (Broadbent).
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Comparing imports using the same 6 month period the Department used, it is true that

imports increased from [ ] short tons from October 2016 through March 2017, to [ ]

short tons between April and September 2017—an increase of a miniscule [ ] tons,

though British Steel notes that the latter period includes data from the 3rd quarter which

petitioners themselves admit is a seasonal period of greater imports. As such, there is nothing

about the volume of imports, the timing of imports, nor a rapid increase in imports from the U.K.

which supports a critical circumstances finding. In fact, review of all data requires a negative

critical circumstances determination with respect to the U.K.

V. 1080+ TIRE CORD AND TIRE BEAD (1080 TC/TB) IS A SEPARATE LIKE
PRODUCT FOR WHICH A SEPARATE INJURY ANALYSIS AND A
SEPARATE NEGLIGIBITY TEST SHOULD BE PERFORMED

British Steel has provided extensive information about the production, characteristics and

uses for 1080+ TC/TB, as defined, in its Pre-hearing Brief and in its preliminary phase Post-

conference Brief. British Steel also fully supports the arguments made by the AWPA, POSCO

and KISWIRE on this issue. Moreover, a great deal of highly pertinent information was elicited

during the hearing establishing that 1080+ TC/TB is a fundamentally different product from

other standard wire rod from how it is produced, marketed and sold. The Commission heard

from a number of industry witnesses—producers and users—about how much has changed since

the Commission last seriously considered this issue and why 1080+ TC/TB is a product very

unlike the other products subject to this investigation. The fact is that there is no basis to

conclude that 1080+ TC/TB, as defined, is another wire rod product in a continuum of other wire

rod products. The only factually correct and legally supportable determination is that 1080+

TC/TB is a separate like product for which a separate injury analysis should be conducted.

When this injury analysis is conducted and the financial and trade data for the domestic

RWDNKE!XGTUKQP!
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APPENDIX A

BY COMMISSIONER BROADBENT (Tr. at 63): “Well when
you look at the market, when we looked at the market in 2015
and all this unfair trade was going on, why didn’t you file these
cases then on the 10 other countries?

Commissioner Broadbent’s question and the response it elicited are central to any

analysis of this case. The record makes clear that, to the extent petitioners can argue that they

suffered any injury at all during the POI, that injury occurred in 2015:

From the standpoint of volume and market share, the entirety of the industry’s decline –

indeed, more than the entirety of these declines – occurred with the closure of Arcelor Mittal’s

Georgetown, SC plant. That closure occurred in 2015.

From the standpoint of price effects, the decline in wire rod prices began at the outset of

2014 and reached the lowest point at the end of 2015. Throughout 2016 and 2017, wire rod

prices have been rising.

Why then was this case not brought in 2015 or, at the latest, in early 2016? Mr.

Rosenthal, in answering Commissioner Broadbent’s question, was quite candid that the industry

did not believe that subject imports’ behavior in 2015 warranted action under Title VII:

The imports from those ten other countries hadn’t surged yet, and
we were hopeful that they were not going to surge.… it was only
when the imports began to come in and actually surged to the
levels where the Chinese were at that it began or not began, it got
worse. (Tr. at 63) (Rosenthal).

This statement, seemingly in conflict with Commissioner Schmidtlein’s observation (Tr.

at 185) that “from '14 to '15 is the greatest increase in the subject imports of this case,” is

consistent with the petitioners’ recognition that it is the volume of unfairly priced imports – not

just subject imports – that must be considered in determining whether harm suffered by U.S.

producers meets the requirements of the statute. Over and over, petitioners have emphasized that



A-2

their problem is that the increase in subject imports maintained and even increased the level of

unfairly priced imports that had come originally from China.

But that did not happen in 2015. As shown by the table below, the level of unfairly

traded imports in fact declined significantly, as the sharp drop in Chinese imports was much

larger than the increase in subject imports:1

2014 2015 Change

“Unfairly” Traded Imports (China plus subject) [ ]

Percent of Apparent Domestic Consumption [ ]

Thus, the U.S. industry volume in 2015 (through the closure of Arcelor Mittal) and the

2014-15 decline in wire and prices cannot be attributed to unfairly traded imports, which

declined significantly from 2014-2015. And the petitioners recognize this, as demonstrated by

their decision not to bring this case until 2017, almost two years later.

But in the 2016-17 period, when petitioners express the concern that a further increase in

subject imports reached a level higher than the earlier Chinese imports, the domestic industry

clearly suffered neither volume nor price effects. If the Arcelor Mittal closure cannot be

attributed to unfairly priced imports (which were declining significantly in 2015), the petitioners’

volume and market share both increased significantly from the beginning of 2016 onward.

Subject imports may have showed some further increase, but they did not harm domestic

producers.

1 Pre-Hearing Staff Report at IV-25, Table IV-12.

RWDNKE!XGTUKQP!
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APPENDIX B

Questions Concerning the Closures of the Arcelor Mittal and Republic Steel Mills

BY COMMISSIONER JOHANSON (Tr. at 81):
“Respondents take the position that factors other than subject
imports explain the closure of the plant in Georgetown, South
Carolina.… How do you respond to these allegations and
other factors the Respondents have identified, including
reports of silt buildup that prevented certain raw materials
from being imported into the port near the facility and Nucor’s
construction of a state-of-the-art rod mill nearby.”

BY COMMISSIONER BROADBENT (Tr. at 100-101): “I
happened to see {101} some article that that plan{t} in
Georgetown was up-river of a big silt barrier that the Corps of
Engineers decided not to dredge, so they couldn’t get any of
their … input product.”

BY COMMISSIONER SCHMIDTLEIN (Tr. at 180): “So with
regard to your position that imports had nothing to do with
Arcelor Mittal’s decision to shut down, just so I understand,
why do you think … that they cite imports as one of the
reasons. Is that just – are they lying or –”

BY COMMISSIONER SCHMIDTLEIN (Tr. at 182): “So why
is Libertyhouse thinking of buying them then, if the harbor
presents such a problem for wire rod manufacture there?
Aren’t they going to have the same transportation cost issue?”

BY COMMISSIONER SCHMIDTLEIN (Tr. at 185): “{I}n
January of that year {2015}, we made a determination that
Chinese imports were injuring the industry, of which Arcelor
Mittal was a member of at that time, and then five months
later they announced they’re closing. In the meantime, you
know, from '14 to '15 is the greatest increase in the subject
imports of this case.”

BY COMMISSIONER JOHANSON (Tr. at 111):
“Respondents dispute that subject imports explain the closure
of the Republic’s steel facility in Lorain, Ohio, pointing instead
to among other matters … the idling of U.S. steal {sic} and
major bar producer and the decline in oil and gas markets.…
How do you all respond to these claims regarding the plaint in
Lorain, Ohio?”
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The Commissioners’ emphasis on these two plant closures is entirely appropriate. The

record shows quite clearly that only Arcelor Mittal and Republic experienced volume and market

share declines during the POI. The other members of the industry, despite underselling and

increases in volume by subject imports, recorded significant gains in volume and market share

during the 2014-2016 period. This is shown clearly in the Pre-Hearing Staff Report, Table IV-14

at p. IV-30, adjusted by U.S. commercial shipments data from Arcelor Mittal’s and Republic’s

responses to Question II-7 of the U.S. Producer’s Questionnaire:

U.S. Merchant Market Shipments 2014 2016 Change
All U.S. Producers [ ]
Excluding Arcelor Mittal [ ]
Excluding Republic [ ]
Excluding AM and Republic [ ]

U.S. Merchant Market Shares
All U.S. Producers [ ]
Excluding Arcelor Mittal [ ]
Excluding Republic [ ]
Excluding AM and Republic [ ]

These figures demonstrate that the members of the U.S. industry other than Arcelor

Mittal and Republic have done well on a shipment and market share basis during the POI.

Indeed, excluding either Republic or Arcelor Mittal from the market share calculation shows that

subject imports have taken no market share from U.S. producers.

The petitioners have offered no evidence whatsoever that the Republic and Arcelor Mittal

plant closures can be attributed in any part to the effect of subject imports, apart from two

unsupported statements made at the time of the closures. In a moment, we will examine the

extensive evidence presented by respondents to demonstrate that factors unrelated to subject

imports caused these two plants to close. First, however, it is important to note that the two

statements offered by petitioners do not, on their face, point to subject imports as the cause of

RWDNKE!XGTUKQP!
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either closure. The fact is that the quotations of Arcelor Mittal and Republic, set forth at page 29

of petitioners’ hearing presentation, clearly do not relate to subject imports or even to total

unfairly traded wire rod imports:

The Arcelor Mittal May 14, 2015 Statement

Arcelor Mittal Georgetown, the company’s primary producer of
wire rod in the United States, has been severely impacted by waves
of unfairly traded steel imports from China and other countries.
Even in the most recent quarter, wire rod imports rose to account
for [ ] percent of the U.S. market.

The figure of [ ] percent clearly relates to total wire rod imports. Although the Staff

Report does not give data for the first quarter of 2015, total wire rod imports constituted

[ ] percent of ADC for 2014 and [ ] percent of ADC for 2015. Subject imports

were [ ] percent of total imports in 2014 and only [ ] percent of ADC. Total

unfairly traded imports (subject imports plus China) were [ ] percent of ADC in 2014 and

declined to [ ] percent in 2015. So there is no case to be made that increases in subject

imports, or even total unfairly traded imports, were a cause of the closure of the Georgetown

mill.

Moreover, other statements by Arcelor Mittal at the time of the plant closure attribute it

to non-import causes, most particularly the loss of use of the Georgetown harbor. This was

testified to by witnesses from the American Wire Producers’ Association. See, for example, Mr.

Stauffer of Insteel (Tr. at 153):

{T}he Georgetown mill had insurmountable problems that
significantly increased its cost. We were told by Arcelor Mittal’s
management that high input costs as well as increased domestic
competition from Nucor’s state-of-the-art rod mill in Darlington
were the main factors that caused the shutdown of the Georgetown
mill. These factors would have lead to a closure of the mill with or
without imports in the market.

And Mr. Waite, AWPA counsel (Tr. at 184-185):

RWDNKE!XGTUKQP!
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{T}here were contemporaneous communications between Arcelor
Mittal and {185} Insteel before and during the time of the
announcement of the closure, which identified reasons which were
very different than imports as the factors leading to that decision.
You will find those in Confidential Exhibit B to the AWPA
prehearing brief.

See also the contemporaneous articles submitted in the AWPA Pre-Hearing Brief at Exhibits 8-

12.

The Republic January 17, 2016 Statement

With a negative 2016 economic forecast and the continued
dumping of steel imports, Republic had no other option but to idle
the Lorain plant.

The Commission will note that the statement does not mention wire rod imports. This

makes sense as the Lorain facility was overwhelmingly devoted to bar production, with the

products that fall into the HTS wire rod category constituting “an extremely small portion of the

overall bar size range that Republic Lorain bar mill supplied to the marketplace.” There is thus

no reasonable basis to interpret Republic’s reference to “dumping of steel imports” as anything

other than a reference to dumped bar imports, not rod imports.

Moreover, there was testimony at the hearing that other Republic Lorain statements

attributed the closure to factors unrelated to subject imports:

As for Republic, public statements from the company attribute
their decision to a decline in oil and gas {154} markets to which
Republic was a special bar quality product supplier. Additionally,
Lorain never produced sizes that we would consider to be relevant
in the U.S. domestic rod market.2

The Evidence Shows That Factors Other Than Subject Imports Fully Explain the Arcelor Mittal
and Republic Plant Closures

2 Tr. at 153-54 (Stauffer). Note that the same deficiency – failure to identify which imports harmed the company –
make petitioners’ reference to adjustment assistance of no probative value.
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At the outset, the dramatic difference in the results of these two producers, when

contrasted with the results of the rest of the industry, provides evidence that those two companies

were impacted by factors other than subject imports, with which all U.S. producers competed.

But beyond that contrast, the record is replete with factual evidence – not just

unsupported and self-serving assertions – that the closures of both the Republic Lorain mill and

the Arcelor Mittal Georgetown mill are fully explained by factors that had nothing to do with

subject imports.

A. The Arcelor Mittal Georgetown, SC Mill

The Georgetown mill closure was announced in May, 2015. At that time, unfairly traded

imports were declining significantly, after the imposition in January of Title VII orders against

Chinese wire rod imports. Unfairly traded imports (China and subject imports) fell by 150,856

tons during 2015.3

At the hearing, petitioner witnesses acknowledged that the China Orders issued in

January 2015 provided relief for a temporary period from unfairly priced imports. See, for

example, the testimony of Mr. Canosa of Gerdau, Tr. at 49. And petitioners’ counsel stated

clearly that conditions in 2015 did not warrant seeking relief from subject imports, because they

had not yet begun the “surge” of which petitioners now complain.4

Yet it was in this period, only a few months after the China Orders, a period in which

unfairly traded imports were declining and petitioners acknowledge that they had temporary

relief, that the Georgetown plant closed. If unfairly traded imports had any effect on that closure

decision, it could only have been the damage down in prior years by unfairly traded imports –

imports that were from China, not from the ten countries subject to this proceeding.

3 Pre-Hearing Staff Report at IV-25, Table IV-12.
4 Tr. at 63 (Rosenthal).
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But in fact the Georgetown plant had other problems, unrelated to any imports, that

caused it to close. It was an old, high cost plant and it encountered one problem that sealed its

fate. It relied on DRI that it imported through the Port of Georgetown. That port had become

increasingly clogged with silt, to the point that it had become unusable for DRI imports unless it

could be dredged at an estimated cost of $66 – $70 million. It was when the Corps of Engineers

refused to make that expenditure, as did the State and local governments, that the closure

decision was made. All of this is recounted in the articles in submitted in the AWPA Pre-

Hearing Brief at Exhibits 8-12.

Petitioners do not deny the major silt problem. As Mr. Rosenthal said,

I will say we’re not saying that silt didn’t build up in the bay
leading into the Georgetown facility. That clearly has been an
issue for them…5

And Arcelor Mittal told its customers, including Mr. Stauffer of InSteel:

{I}t was made clear to us that the position that the {Georgetown}
mill was in logistically was going to be difficult to continue to
operate. In addition to that, you have the Nucor Darlington mill
coming up at about the same time the Georgetown mill is going
down.6

The coming online of Nucor’s Darlington, SC mill at about the same time as the

Georgetown closure, is significant for two reasons:

First, it was a low cost mill, only 100 miles from Georgetown, that had major competitive

advantages over the Arcelor Mittal facility. This, as Mr. Stauffer noted, contributed to the

decision to close Georgetown.

Second, the Darlington mill was competing with subject imports in the same manner as

was the Georgetown plant. Yet, as the Nucor witness stated, his company was willing to spend

5 Tr. at 82 (Rosenthal). See also Tr. at 101 (Ms. Cannon).
6 Tr. at 183 (Stauffer).
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“tens of millions of dollars to start production at our state-of-the-art Darlington facility.”7 The

fact that Nucor, facing the same subject import competition, made that investment while Arcelor

Mittal decided to close is striking evidence that the Georgetown closure decision was not caused

by those imports. In fact, the Nucor decision was entirely sound:

So someone at Nucor made a very good economic analysis that
said even based on the POI and the imports and where they’re
coming from and wherever, let’s build a more efficient mill that
essentially makes Georgetown redundant into that.8

Commissioner Broadbent made an insightful point about the interrelationship of the

Georgetown plant closure and the Darlington investment by Nucor:

To what extent can we interpret changes in the industry’s capacity
and production data over the POI as just a period of consolidation,
as opposed to injury? I note that the closure of the Georgetown
mill was right around the same {100} time as the Nucor’s
Darlington mill was started up.9

Petitioner’s counsel responded that Arcelor Mittal was not consolidating, and then went

on to say that “It really was an effort by the industry to consolidate.”10 But of course that’s just

the point. One company’s old, high cost mill encountered an insuperable problem specific to its

own situation – the clogging of the harbor – and had to close. And another company saw that as

an opportunity to build a more efficient plant. The fact that it did so when it would have to

contend with the same subject imports as did Arcelor Mittal shows that subject imports weren’t

the problem that would have required an efficient competitor, with no port problem, to close.

At the hearing, petitioners tried to argue that Arcelor Mittal’s problem with dredging the

Georgetown harbor was in part an import problem. If the Georgetown mill’s profits prior to

2015 had not been hurt by imports, they speculated, Arcelor Mittal might have done periodic

7 Tr. at 47 (Nystrom).
8 Tr. at 183 (Stauffer).
9 Tr. at 99-100 (Broadbent).
10 Tr. at 100 (Cannon).
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dredging to keep silt from building up in the harbor.11 The problem with that argument, apart

from the fact that it is totally speculative, is that the imports that might have had such a pre-2015

impact on Arcelor Mittal’s wire rod profits could only have been Chinese imports, not subject

imports.

In sum, two facts are clear. First, unfairly traded imports, which were declining at the

time and which the petitioners themselves consider did not warrant relief in 2015, played no role

in the Arcelor Mittal closure. Second, the decision to close the Georgetown plant is fully

explained by the harbor/silt closure and by the coming on line of the nearby, much more cost-

efficient Nucor mill.

B. The Republic Bar Mill at Lorain, Ohio

The facts concerning the closure of Republic’s bar mill at Lorain, Ohio – and with it, the

minor ancillary production of a product with a wire rod HTS classification – are so clear that

petitioners spent little time discussing it. But this does not mean that the Lorain closure is

insignificant for this case. The Commission must remember that the decline in market share

alleged by petitioners – only [ ] percent over the three year POI – is so tiny12 that excluding

Republic alone means that the industry shows a market share increase over the POI:

At the hearing, Mr. Shields (who had worked at the Lorain facility), made three basic

points:

First, the Lorain facility was a bar mill, and its production of the product classified as

wire rod in the HTS was an insignificant portion of the Lorain operations:

As discussed in our brief, the Republic Steel facility produced
three main products – semi-finished tube-rounds, large diameter
hot rolled {141} straight bars on their 20-inch valve and hot-rolled

11 Tr. at 84 (Nystrom), 101-102 (Rosenthal).
12 Tr. at 140-141 (Shields).
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cold product on their 9/10-inch valve. A small percentage of the
coil product falling into the HTS wire rod category.13

Second, given the tiny role of wire rod in the Lorain operation, it is beyond dispute that

the closure of the facility was caused by issues in the bar market:

In January 2015, due to the crash of the oil and gas sector, U.S.
Steel idled its Lorain tubular operations. This idling resulted in …
the subsequent exit of {Republic’s} supply of tube-rounds…

{T}he Republic Lorain 20-inch bar mill continued to struggle with
production due to incredibly depressed demand levels for large
diameter bars and specifically for the oil and gas sector. The core
production on the Lorain 9/10-inch mill also experienced a demand
decline, but not to the same level as the large diameter bar mill.
Republic needed a bar volume output spread across both of these
mills to continue rolling operations at Lorrain.

With bar demand for the large diameter bar almost totally
nonexistent in March 2016, Republic shut down production at both
bar mills. This shutdown was related to {142} a decreased volume
demand across all hot rolled sizes with the biggest market decline
in the large bar sizes, 3-inch to 6-1/2-inch. The size range
involved in this proceeding, coil diameter through 19 millimeters,
was an extremely small portion of the overall bar size range that
Republic Lorain bar mill supplied to the marketplace.14

Third, the Republic Lorain facility, even to the small extent that it did produce a product

with an HTS rod classification, did not compete with subject imports:

Republic Lorain mill was just not competing with rod mills,
domestic and foreign, including the 10 rod mills involved in this
investigation on the highest hot rolled wire rod volume sizes of
7/30 seconds {sic; should be 7/32} quarter-inch, and 9/30 seconds
{sic; should be 9/32}. Most importantly, specific to the scope of
this proceeding and the steel supply from the Republic Lorain mill
of hot rolled sizes of .297 to 19 millimeters and excluding free-
cutting grades, the Republic Lorain facility competed only on a
negligible basis with hot rolled rod imports from these 10
countries.

13 Tr. at 140-141 (Shields).
14 Tr. at 141-142 (Shields).
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As Republic did not compete with imports from these countries,
the rod imports from these 10 countries had no factor in the
decision-making for the shutting down of the Lorain bar mills.
The shutdown of Republic’s Lorain bar mills in 2016 was a
demand issue and clearly had nothing to {143} do with the
competition from the wire rod imports that are the subject of this
proceeding.15

Neither Republic nor petitioners have provided facts to rebut any of the foregoing.

Indeed, after having been asked by Staff to provide information about the breakdown at Lorain

between wire rod and other products,16 [

]17

Such asserted opinion statements, without any explanation or factual support, provide no basis

for the Commission to make a decision.

Finally, there is one further and decisive point of evidence that the Lorain closure was

caused by bar problems and not by any problems – caused by subject imports or otherwise – in

its tiny wire rod production. The fact is that Republic’s operating results on its wire rod

production were [ ] than those of other U.S. wire rod producers, as shown

by Republic’s questionnaire response in the preliminary investigation.18 Republic’s Lorain

closure came in March 2016, after a period in which its operating results [ ]

throughout the POI.19 And its average sales value of commercial shipments [

], compared to an overall wire rod

industry decline of [ ] percent.20 It is simply not credible to contend that a decision to

close an entire bar facility would be based in any part on the operating results and price data that

show no material injury for a product that constitutes a tiny sliver of the facility’s operations.

15 Tr. at 142-143 (Shields).
16 Nov. 16, 2017 email from Joanna Lo to Ted Thieleas of Republic.
17 Republic, which is not a petitioner, has not filed a response to the final investigation questionnaire.
18 Republic, which is not a petitioner, has not filed a response to the final investigation questionnaire.
19 Republic Response to Preliminary Investigation U.S. Producers’ Questionnaire, at 22.
20 Pre-Hearing Staff Report at VI-9, Table VI-3.
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C. The Legal Standard for Analyzing These Plant Closures

Commissioner Schmidtlein quite rightly posed the question whether it is enough to find

that subject imports’ effect on the decisions to close the Arcelor Mittal and Republic mills is:

… a cause. It doesn’t have to be the only cause, it doesn’t have to
be the primary cause.21

Petitioners’ counsel, of course, said that any slight evidence would suffice to establish causal

link, even unsupported assertions by interested parties, and that “a” cause is all that is required.

Petitioners misunderstand the difference between the standard for reaching the ultimate

statutory conclusion and the standard for finding the facts from which that ultimate conclusion is

to be drawn. Clearly, sufficient causation of material injury is found where imports are “a”

cause, meaning a cause that is significant, but not necessarily the primary cause. However, in

reaching that conclusion, the Commission needs to develop an accurate factual record and, in so

doing, must make a reasonable judgment as to the existence or non-existence of each fact. Thus,

the Commission decides on a preponderance of the evidence such factual questions as:

" Did imports and market shares increase or decrease?

" Was underselling sufficient in extent and degree to be significant?

" Was a particular product within the appropriate “like product”?

As to such questions, the Commission would not take the petitioner’s position simply

because there was some evidence in the record to support it. Rather, the Commission would

assess which answer was supported by the balance of the evidence.

Whether subject imports played a sufficient role in causing a decision to close a plant is

an issue on which the Commission is to weigh the evidence and which answer is supported by

21 Tr. at 181 (Schmidtlein).
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the balance of the evidence. This is what the Commission has done in cases addressing the plant

closure issue:

" In Liquid Sulfur Dioxide from Canada,22 subject imports were present in the market,
including sales at lower prices than those of domestic producers. In addressing the issue
of why Rhodia, a major U.S. producer, left the industry, the Commission found that it do
so rather than meet the costs of complying with environmental concerns. Given the
presence of unfairly priced imports, it could have been argued – as petitioners argue here
as the Arcelor Mittal’s cost of dredging the Georgetown harbor – that subject imports
might have reduced Rhodia’s profitability and thus made it more difficult to address the
environmental situation. Under the theory advanced here by petitioners, any such impact
on operating results would have been sufficient to find subject imports to be “a” cause.
Instead, the Commission weighed the evidence and found that, on balance, the closure
was the result of environmental concerns.

" In Titanium Sponge from Japan and Kazakhstan,23 the Commission found that ATI’s
cessation of production was “a business decision due to the cost disadvantages of a non-
integrated facility, and was not a result of low-priced imports. In any case where a
closure is related to cost disadvantages, there is potential to find that low-priced subject
imports are “a” cause, simply because their low price makes it more difficult for a high-
cost domestic producer to compete. What the Commission musts do, however, is to
weigh the competing factors to determine the degree of significance of imports versus
other causes.

Here, that weighing of causes is easy with respect to both Arcelor Mittal and Republic.

As to Arcelor Mittal, fairly priced imports were declining and petitioners acknowledge that they

were in a period (in early 2015) where they had obtained temporary relief from unfair imports.

The Georgetown mill could not solve its harbor problem and was not competitive with the new,

state-of-the-art nearby Nucor plant. Those problems would have forced the closure even if

subject imports had not been present.

As to Arcelor, the tiny wire rod production – even if it had problems with subject imports

or otherwise – could not cause a closure of a plant devoted overwhelmingly to bar products.

22 Inv. No. 731-TA-1098 (Preliminary), USITC Pub. 3826 (2005).
23 Inv. No. 701-TA-587 and 731-TA-1385-1387 (Preliminary), USITC Pub. 4736 (2017). Note that both Sulfur
Dioxide and Titanium Sponge were decided under the more minimal preliminary investigation standard. Also,
petitioner’s counsel argued that Titanium Sponge was based on the company’s statement that the Issue was not
caused by subject imports. The decision does not say that, nor should it. As discussed earlier, the Commission must
examine the facts and not rely on unsupported assertions.
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Moreover, the small wire rod production was doing relatively well and demonstrably did not

have problems – whether caused by subject imports or not – that would have caused the closing

of the much larger bar operation.
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APPENDIX C

Commissioner Broadbent (Tr. 131, lines 15-17). {To
Petitioners} so you’re arguing that we have both critical
circumstances and post-petition effects. Can it be both at the
same time…?

Commissioner Broadbent’s question appropriately highlights one of the complete

inconsistencies in Petitioners’ arguments. On the one hand, Petitioners claim that there has been

a “dramatic” “surge” in subject imports24 while also claiming post-petition effects manifested in

the form of improvement in the U.S. industry’s financial performance.25 When evaluating

critical circumstances, Petitioners’ positions are inapposite and their arguments with respect to

critical circumstances should be disregarded.

Moreover, when critical circumstances are evaluated specifically with respect to the

United Kingdom, it is clear there is no basis to conclude that imports from the U.K. would

“likely undermine seriously the remedial effect” of the order. As discussed in British Steel’s

Post-Hearing Brief, imports from the U.K. amounted to just 1% of total U.S. domestic

consumption, a share that actually decreased from 2016-2017. Imports as a whole from the U.K.

are at a negligible level and decreased over the period. When the Commission properly

examines the domestic industry as consisting of two like products (one defined as 1080 TC/TB,

as discussed in the Post-Hearing Brief above), the United Kingdom must be excluded from this

investigation on the basis of negligibility.

24 Tr. at 38, line 20 (Rosenthal).
25 Tr. at 22-23 (Price).
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APPENDIX D

COMMISSIONER WILLIAMSON (Tr. at 91): “Okay.
Thank you. Let me turn to wire rod for tire cord and bead.
Can other grades below 1080 be used for tire cord and tire
bead?”

COMMISSIONER WILLIAMSON (Tr. at 92): “Okay. What
uses determine the grade of tire or bead? And is there any
production equipment adjustments needed to make tire cord
and tire bead wire rod? And if you wanna hit that post-
hearing, I'll accept that, too.”

COMMISSIONER WILLIAMSON (Tr. at 93): “Okay. I was
wondering, do difference between the EAF and BOF
production processes impact the requirements that in - by end
users. In other words, do your end users say, you gotta make it
by this process or by that process?”

COMMISSIONER BROADBENT (Tr. at 103): “So I'd like to
go back to the like product argument with regard to 1080 tire
cord and tire bead. So it's my understanding that in 2002,
there was a scope exclusion in the wire rod case for this
product and that in 2014, it was not excluded, but I don't
believe anyone raised a like product argument in that case. So
my question is what has changed since 2002?”

COMMISSIONER BROADBENT (Tr. at 105): “So we did
collect separate data for tire cord and bead. If we were to find
a separate like product, do you think the record is there to go
affirmative on it, given the non-subject in the market?”

COMMISSIONER BROADBENT (Tr. at 105): “If we were to
split the products and find that there is a separate like product
for tire cord and bead, based on the data that we collected, and
the fact that non-subject gained market share in that market,
U.S. lost, but so did subject, do you think the record would
support an affirmative determination if we were to find
separate like products?”

COMMISSIONER WILLIAMSON (Tr. at 118): “Okay,
thank you. Just a couple of quick questions on the tire cord
and tire bead. Do any of your firms source billets from BOF,
from the BOS process to produce wire rod, and how often do
you buy billets for wire rod, particularly for the 1080 or other
grades? If you wanted to do it post-hearing, it's fine.”
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COMMISSIONER WILLIAMSON (Tr. at 119): “Okay. Are
any U.S. producers currently pursuing certifications or
capabilities to produce tire cord of a quality greater than the
1080 grade, and again that might be a post-hearing one too.
And then Table 1-8 shows U.S. production of grade 1080 and
higher. Do we know if this production involved any electric
arc furnaces? So I'm asking not what you're capable of, but
what's actually happening.”

COMMISSIONER WILLIAMSON (Tr. at 203): “Okay. They
do say this morning, they could - now whether anybody's
actually doing it - they use the electric arc furnaces to make
1080 if you have different inputs, the DRI or - is that – do you
agree with that?”

VICE CHAIRMAN JOHANSON (Tr. at 216): “Given the
Commission's consistent single like products definition for wire
rod, to what extent is respondent's like product argument
premised on technological or market changes since prior
investigations? Or do you all simply contend that the
Commission got it wrong when it rejected similar arguments in
the past?”

VICE CHAIRMAN JOHANSON (Tr. at 221): “Thanks, Mr.
Cameron. Could all please explain how the use of a blast
oxygen furnace versus an electric arc furnace to produce raw
steel in imparts differences in the resulting wire rod produced
from the raw steel? And do you all have any industry or
metallurgical literature that supports and describes the
differences that you identified, particularly as they relate to
tire cord?”

COMMISSIONER WILLIAMSON (Tr. at 225): “So I want to
- thank you. And so if we find that the domestic producers do
not produce grade 1080 tire cord and tire bead wire rod, how
should the - how should that affect the Commission's domestic
like product analysis?”
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British Steel very much appreciates and commends the Commission’s attention to the

important issue that 1080+ TC/TB, as defined, is a separate like product. The Commission

appropriately asked specific questions and collected data on this issue in the final phase of this

investigation thereby providing parties, and the Commission, a more robust basis to evaluate the

like product issue. At the hearing, a number of parties, including producers, importers and

industrial users provided detailed information and testimony demonstrating that 1080+ TC/TB is

a factually, functionally and legally distinct product wholly unlike the standard wire rod which

petitioners repeatedly have emphasized that this investigation is really about.26 The Commission

now has near complete informational coverage on this issue, unlike any previous time it

considered the matter. In this regard, British Steel herby explicitly concurs with and incorporates

the arguments on these points being made by the AWPA, KISWIRE and POSCO.

British Steel contends that the record is clear that 1080+TC/TB is a separate like product.

Contrary to petitioners’ unsupported contentions, 1080+ TC/TB is not simply another wire rod

product within a group of the standard products they produce and sell on a mass scale.

Petitioners claim to make 1080 tire cord and bead, based on questionnaire responses and public

statements, it appears some of them did produce and sell wire rod within the product defined as

1080+ TC/TB, specifically 1080 tire bead. British Steel takes these U.S. producers at their word

that they have produced and sold some quantity of 1080+ TC/TB during the POI.

As such, and in response to Commissioner Broadbent’s and Commissioner Williamson’s

questions, British Steel respectfully requests that the Commission makes this like product finding

and determine whether the domestic 1080+ TC/TB industry is materially injured or threatened

with material injury by reason of subject imports. In doing so, analysis of the domestic industry

26 See, e.g. Preliminary Conference Tr. at 129 in which counsel for petitioners discusses that this case is about
“conventional low, medium and high carbon grades….used to make products that range from PC strand to fencing to
small wire baskets.” (Prelim Tr. at 129) (Mr. Price).
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data for this product leads to only one conclusion—that the domestic industry is not materially

injured, nor threatened with material injury by reason of subject 1080+ TC/TB imports. Perhaps

most telling on this point is that subject imports’ market share for 1080+ TC/TB declined while

non-subject sources gained market share, as Commissioner Broadbent correctly notes.27

Moreover, Petitioners go so far as to essentially dismiss the role of 1080+TC/TB in the

marketplace: “but we want you…to understand the relatively small portion of the market that

1080 tire cord and bead represents in this industry and imports overall. As you look at that

700,000 tons of imports that came in from the subject imports, understand how minuscule a

proportion of that import surge was represented by 1080 tire cord and bead.” 28

A number of the questions excerpted above regarding the production and use of 1080+

TC/TB were directed to petitioners, presumably because they have not provided much

information on these points up until this point. British Steel thoroughly addressed these

questions in its Post-conference Brief,29 its Foreign Producers’ and U.S. Importers’

Questionnaire Responses and in its Pre-hearing Brief.30 In doing so, British Steel provided

extensive information and data regarding the production process for 1080+ TC/TB, British

Steel’s reasons it finds it necessary to use a BOF (rather than an EAF) to produce the product and

the technical requirements for production as dictated by our customers. It is British Steel’s

experience that 1080+ TC/TB, as defined, cannot be consistently produced to the specifications

required by its customers in an EAF. In response to Commissioner Johanson’s request for

articles on this issue, please see Exhibit 1 to this response.

27 To British Steel’s knowledge, neither the closed Arcelor Mittal Georgetown plant nor the closed Republic plant
produced 1080+ TC/TB.
28 See, e.g., Testimony of Mr. Rosenthal (Tr. at 40) (emphasis added). While British Steel strongly disagrees that
there was any “surge,” petitioners counsel make clear that 1080 imports did not have a material impact on the
market.
29 See British Steel Post-Conference Brief at 22-30, and accompanying exhibits.
30 See British Steel Pre-Hearing Brief at 21-29, and accompanying exhibits.
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While petitioners may assert otherwise, their lack of consistent production or even ability

to certify to the purchasers betrays their claims. To the extent that a producer may use a billet

purchased from a BOF producer, as Nucor claimed to have done31 (Tr. at 46 (Nystrom)), that

would only support the point that production in a BOF is necessary. British Steel is not aware of

any supplier to the U.S. market producing 1080+ TC/TB, as defined, using an EAF. While a

company may claim differently on a website, British Steel certainly has not confronted such

1080+ products in the U.S. market.

In this regard, and in response to Commissioner Johanson’s question, a great deal has

changed since the Commission last truly considered the 1080 like product issue. Frankly, pretty

much everything has changed. The 1080+ wire rod product has changed because the uses have

changed, as reflected in the laws/regulations under CAFE standards. The Commission heard

testimony from tire producers, the U.S. Tire Manufacturer’s Association and suppliers to tire

companies (of which British Steel is one supplier), about the leaps in tire sizes and demand for

stronger, lighter TC/TB.32 British Steel and other producers have modified and improved their

production to meet these requirements. Moreover, for the first time, the Commission has actual

data on the record providing a solid basis for analysis. This is by no means a retread, if you will,

of old arguments. The product before the Commission in this investigation is unlike even that

previously considered. The data are unlike that previously considered. The testimony and

extensive briefs on this issue, including that of British Steel, are unlike that previously

considered. This is nothing like the China investigation in which no one contended the issue.

31 Tr. at 46 (Nystrom).
32 See, e.g. Testimony from Ms. Norberg of the Tire Manufacturers Association, Tr. at 171-173. See also Exhibit 2
to this Post-Hearing Brief for statistical data on tire production and shipment trends from 2011-2016. The Excel
spreadsheet summarizes the data.
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In addition, British Steel respectfully contends that the statute requires that the

Commission to recalculate the data for each like product (standard wire rod and 1080+ TC/TB,

respectively) to perform a negligibility analysis for each like product.33 These data already are

on the record and no further data is required.

33 See 19 U.S.C. §1677(24)(A)(i) (noting that negligibility should be measured for imports “corresponding to a
domestic like product identified by the Commission,” which directs the Commissioners to consider negligibility
separately for each like product rather than for all imports collectively). See also Certain Kitchen Appliance
Shelving and Racks from China, Inv. Nos. 731-TA-1154 (Final), USITC Pub. No 4098 (Aug. 2009) (where the ITC
found appliance shelving and racks to be separate domestic like products and considered the negligibility of each
separately); Hydrofluorocarbon Blends and Components from China, Inv. Nos. 731-TA-1279 (Final), USITC Pub.
No. 4629 (Aug. 2016) (where the ITC found HFC blends and components to be separate domestic like products and
considered the negligibility of each separately); and Certain 4,4-Diamino-2,2-Stilbenedisulfonic Acid Chemistry
from China, Germany, and India, Inv. Nos. 701-TA-435 (Preliminary), USITC Pub. No. 3608 (July 2003) (where
the concurrence viewpoint found multiple like products and analyzed the negligibility of each separately). Even
where the ITC did not ultimately find a separate like product, it engaged in a hypothetical analysis of “what the
negligibility ratio would be should the Commission find that black plate is a separate domestic like product” as part
of its negligibility consideration. See Cold-Rolled Steel Flat Products from Brazil, China, India, Japan, Korea,
Netherlands, Russia, and the United Kingdom, Inv. Nos. 701-TA-540 – 544 and Inv. Nos. 731-TA-1290
(Preliminary) USITC Pub. No. 4564 (Sept. 2015).



E-1

APPENDIX E

Subject Imports Partially Replaced Chinese Imports

BY COMMISSIONER BROADBENT (Tr. at 62): “{T}he
domestic industry did not lose significant market share over
this current Period of Investigation. Given that there wasn’t a
substantial loss of market share to current subject imports
over the period, aren’t we really just talking about market
share losses that were caused by the imports from China?”

BY COMMISSIONER BROADBENT (Tr. at 66) (Concerning
petitioners’ slides showing U.S. purchasers decisions to buy
subject imports): “But they’re basically shifting from buying
from China to buying from subject imports?”

BY COMMISSIONER JOHANSON (Tr. at 193): “What
authority is there for the proposition that unfairly traded
imports cannot cause injury when they replace existing
unfairly traded imports…?”

BY COMMISSIONER WILLIAMSON (Tr. at 236): “Please
explain the argument on page 19 of your Pre-hearing Brief that
domestic producers should not have expected to have gained
all of the volume left by the Chinese imports’ disappearance
from the market.”

The Commission has historically found that subject imports did not cause adverse volume

effects, even where those subject imports increase, where that increase came at the expense of

other imports, not at the expense of domestic producers. Here the record is clear that subject

imports’ increase – both in volume and in market share – did not come at the expense of

domestic producers:

" The increase in subject imports over the POI was less than the decline in non-
subject imports as a whole and less than the decline in imports from China34:

34 Prehearing Staff Report at IV-4, Table IV-2
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Source 2014 – 2016 Change

Subject Countries [ ]

Non-Subject Countries [ ]

China [ ]

" This is equally true for the 2014-2015 changes in volume, which is particularly
important in analyzing both volume effects and price effects. All of the decline in
U.S. wire rod prices occurred in 2015 and the closure of the ArcelorMittal
Georgetown plant (which accounts for more than all of the POI declines in U.S.
industry volume and market share) occurred in that period, where subject imports
were taking volume entirely from other imports35:

Source 2014 – 2015 Change

Subject Countries [ ]

Non-Subject Countries [ ]

China [ ]

" Putting aside the two companies that exited the wire rod business (ArcelorMittal
and Republic), the petitioning domestic wire rod producers did not lose volume or
market share during the POI, and thus suffered no adverse volume effects from
subject imports.36 Petitioners’ volume increased by [ ] tons and they
gained [ ] percentage points in their share of the U.S. merchant market.

" Finally, purchasers’ answers to the Commission’s question concerning purchases
of subject imports instead of domestically produced wire rod confirm that little of
the 2014 to date sales of subject imports represented shifts from domestic
purchases to subject import purchases:

35 Id.
36 Pre-Hearing Staff Report at IV-30, Table IV-14, adjusted by U.S. commercial shipments data from
ArcelorMittal’s and Republic’s response to Question II-7 of the U.S. Producers’ Questionnaire.
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2014 to Date

Total quantity purchased instead
of domestic

[ ]37

Total subject imports [ ]38

Percentage purchased instead of
domestic

[ ]

Thus, it appears that more than [ ] percent of the U.S. purchases of subject imports

were made instead of purchasing other sources of supply, which could only be non-subject

imports.

On their face, these figures would seem dispositive of the question whether the domestic

industry suffered adverse volume effects caused by subject imports. However, petitioners

advance the novel argument that the Commission should ignore the clear fact that subject

imports took volume entirely from non-subject imports, on the ground that the largest decline of

non-subject imports was from China, which were unfairly traded imports. Since those Chinese

imports left the market because of Title VII orders imposed at the start of 2015, the petitioners

argue, they should have benefitted from the decline of the Chinese imports, and subject imports

37 Pre-Hearing Staff Report at V-37, Table V-13. This figure undoubtedly overstates the volume of subject imports
that had an impact on domestic industry volume, for several reasons:

" It is not a “net” figure, because the question does not ask what volume of domestically produced wire rod a
purchaser bought instead of subject imports. See Tr. at 209-11 (Cunningham).

" Some purchasers were clearly confused by the question. See Tr. at 209 (Moffitt).
" And it is clear that a substantial portion of the [ ] tons was bought for reasons other than price.

See the non-price explanations given in Table V-13 by [

] percent of that total, that were purchased in part for non-
price reasons. See also the non-price reasons given by Messrs. Stauffer (Tr. at 151), Moffitt (Tr. at 154-
155) and Waite (Tr. at 215-216).

38 Id. At IV-4, Table IV-2. This analysis responds to the question posed by Commissioner
Broadbent (Tr. at 208): “Table V-13 of the purchasing report contains information from
purchasers indicating that they source substantial volumes from subject imports over the POI
instead of the domestic industry, with many of these firms stating that low import prices were a
primary reason. Can you explain how we should interpret their data?”
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caused material injury by depriving them of that benefit. That argument is wrong on the facts

and wrong on the law.

First, and perhaps most important, petitioners were not deprived of the benefit they might

have expected from the decline in Chinese imports. When imports from one country are

withdrawn from the market, it provides an opportunity for all other competitors to gain volume.

The amount of gain that a competitor or group of competitors might reasonably expect to achieve

is best measured by their share of the market before the entry of the Title VII orders forced the

Chinese out – that is, their market share in 2014.

The petitioners in this case39 had [ ] percent of the U.S. wire rod market in 2014.

When the Title VII orders forced [ ] tons of Chinese wire rod out of the market, the

reasonable expectation would have been that petitioners would gain [ ] percent of that exited

[ ] tons, or a 2014-2016 increase of [ ] tons. Instead, petitioners gained a far

larger [ ] tons, or [ ] percent of the exited Chinese volume. There is simply no way

that petitioners can argue that they were deprived of the benefit they could reasonably expect

from the China Title VII orders. They got that benefit – and much more.

The petitioners’ argument is also wrong on the law and directly inconsistent with

Commission precedents. The issue is not whether the imports that subject imports replaced were

fairly traded or unfairly traded. This is not a question of fairness; that is a Commerce

Department issue. The question for the Commission is purely one of economic impact: did the

increase in subject imports come at the expense of domestic producers’ volume? Here it

39 Not including ArcelorMittal or Republic. ArcelorMittal exited the industry shortly after entry of the China Title
VII orders and thus obviously would not have been able to take any of the departing Chinese volume. And Republic
made a small quantity of bar product which, while HTS-clarified as wire rod, did not compete with wire rod imports.
See Tr. at 142-143 (Shields).
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obviously did not. The petitioners’ volume and market share both increased over the POI. And

that increase got them a greater percentage of the volume left by China than their 2014 U.S.

market share would have predicted.

This is not a new issue for the Commission. It considered almost the same volume and

market share fact patterns as that presented here, and reached a unanimous negative

determination, in Certain Carbon Steel Butt-Weld Pipe Fittings from France, India, Israel,

Malaysia, Korea, Thailand, the United Kingdom and Venezuela.40 There both subject imports

and U.S. producers’ merchant market shipments and merchant market shares increased during

the POI, as was the case here. The Commission found that the increase in subject imports’

volume and market share did not come at the expense of the domestic industry. Rather, “we find

that the increases in subject import and domestic market shares between 1991 and 1992 resulted

from the rapid decline of imports of Chinese and Thai (non-AST) fittings following suspension

of liquidation on those products in 1991.”41

Significantly, the Commission, far from finding that the domestic producers had some

sort of right to capture the volume available as a result of orders entered against the Chinese and

Thai imports, viewed the decline in those non-subject imports as a condition of competition in

the U.S. market:

Greatly diminished volumes of imports from China and Thailand,
two countries that were formerly important sources of supply, is
another condition of competition distinctive to the industry.
Carbon steel butt-welded pipe fittings from these countries are
currently subject to antidumping orders…During the period of

40 Inv. Nos. 701-TA-360 and 361 (Final) and 731-TA-688-695 (Final), USITC Pub. 2870 (April 1995).
41 Id., Views of the Commission, at I-23.
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these investigations imports from China and Thailand subject to
these outstanding orders were virtually eliminated.42

The same treatment of Chinese imports is appropriate here. Their exit from the market,

whether from Title VII orders or some other cause, is simply a condition of competition. It

creates no right or entitlement on the part of U.S. producers to claim all or any part of the former

Chinese volume. And where, as is the case here, the domestic producers’ increased volume

represented a percentage of the former Chinese volume larger than their beginning-of-POI

market share, the U.S. industry did in fact benefit from the Chinese market exit to the extent they

might have been expected to benefit.

42 Id., Preliminary Staff Report, at I-10.
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APPENDIX F

Subject Imports Have Neither Depressed Nor Suppressed Wire Rod Prices

BY COMMISSIONER SCHMIDTLEIN (Tr. at 76): “{W}hen
you look at unit COGS, they declined more than the AUVs of
the domestic suppliers.

So can you respond to the argument that when you look at unit
COGs, that’s what accounts for the decline { 73 } in price,
since you see a greater decline whether you look at the
merchant market or the total market in unit COGs?”

BY COMMISSIONER SCHMIDTLEIN (Tr. at 76): “AWPA
says that throughout 2016 and into late 2017 there have been
numerous price increases, so can the witnesses talk about
those…”

BY COMMISSIONER SCHMIDTLEIN (Tr. at 79): “So I’m
just curious, given that demand was not going up during this
time, why did you think you could put through price
increases?”

BY COMMISSIONER JOHANSON (Tr. at 112): “Could you
all please explain what events contributed to changes in scrap
prices since 2014?”

BY COMMISSIONER JOHANSON (Tr.at 114): “Do scrap
prices rather than any post-petition efforts explain price
increases later in the period of investigation?”

BY COMMISSIONER JOHANSON (Tr. at 198-199):
“Petitioners argue that unit net sales fell to a greater degree
than raw materials from 2014 to 2016, leading to a decline in
the industry’s operating income…Is this evidence of price
depression?”

BY COMMISSIONER WILLIAMSON (Tr. at 200):
“Petitioners have said subject imports have squeezed the
domestic industry profit margins. Are they wrong about
that?”

There is really no doubt on the record of this proceeding that:

" At a time of falling domestic demand, with U.S. industry COGs also falling
sharply (and by a greater percentage than the average unit value of sales),
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domestic producers would not have been able to implement price increases.
Therefore, subject imports did not suppress price increases that otherwise would
have occurred. The Commission correctly reached this conclusion in its
Preliminary Determination,43 and no facts have been presented that would alter
this conclusion.

" With respect to price depression, wire rod price fell from the beginning of 2014
through the end of 2015, then turned up and have been rising ever since. Subject
imports did not cause these price movements, either down or up. The 2014-2015
price decline came at a time when, as petitioners have acknowledged, unfairly
traded imports were not a problem and did not warrant petitions for Title VII
relief. Rather, the wire rod price changes correlate precisely with the movement
in scrap steel costs, which fell earlier and more steeply and then pulled down wire
rod prices in the 2014-2015 period. Then, when scrap steel prices turned up at the
end of 2015 and continued up thereafter, wire rod prices also rose. There is no
correlation between wire rod prices and unfairly traded imports, which fell in
volume in the 2014-2015 period of wire rod price decline and rose in volume in
2016 when wire rod prices also rose. At the hearing, there was substantial
agreement between petitioners and respondents as to this scrap price/wire rod
price correlation – Commissioner Williamson’s question – concerning the
petitioners’ allegation that subject imports squeezed their profit margins – is a
useful starting point for this analysis. What squeezed the domestic producers’
profit margins was a decline in wire rod prices, as the Staff concluded in their
variance analysis.44 But that alone tells us nothing about causation by subject
imports. The question is: did subject imports contribute significantly to that
decline in wire rod prices. The record clearly demonstrates that the 2014-2015
fall in wire rod prices that began in 2016 and continues today, was precisely
correlated with and fully explained by movements in the price of steel scrap.

There was a striking degree of agreement in the hearing that purchasers and wire rod

producers both follow clearly the movements in scrap steel prices, and that those scrap steel price

changes are the fundamental factor in the negotiation of wire rod prices. On the purchaser side,

witness after witness made this point:

Ms. Korbel, Executive Director of the American Wire Producers
Association (Tr. at 145-146): “I also want to emphasize the
importance of steel scrap prices in establishing wire rod
prices…We hope that you will look carefully at the correlation of
scrap price changes and wire rod price changes. Because our
members recognize the close relationship between the cost of scrap

43 Preliminary Determination, Views of the Commission at 50.
44 Pre-Hearing Staff Report at VI-17.
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and the domestic industry’s wire rod prices at almost every annual
meeting of the Association I invite economics experts to talk about
the scrap market, including the Institute of Scrap Recycling
Industries. It is a topic of great importance to {146} our members
and to this case as well.”

Mr. Stauffer of Insteel Industries (Tr. at 152): “Negotiations with
the domestic mill always start with the price of scrap. Did the
scrap price go up or did it go down compared to last month? Rod
prices fluctuate based on a monthly change in scrap and other
metallic prices published by the American Metal Market.”

Mr. Moffitt of Heico Wire Group (Tr. at 157-158): “Domestic
pricing is driven by monthly changes in the price of steel scrap,
specifically the price of Chicago shredded as reported by American
Metal Market…

As a result, purchasers clearly monitor scrap prices for any
indication of likely changes in rod prices. The trends in scrap
prices between 2014 and today are closely correlated with wire rod
prices and show that domestic prices declined in 2014 and ’15 as a
direct result of declines in the prices of steel scrap. Scrap prices
began to increase in 2016 and they have continued to rise in 2017.

Wire rod prices have followed this same trend as evidenced by the
numerous price increases announcements {158} issued by the
domestic mills in 2016 and 2017.”

Mr. Johnson of Mid South Wire (Tr. at 202): “I would say that
scrap is the driving factor that drives their cost and their price and
the percentage of margin they have on their product will reduce, as
that price of scrap comes down, it reduces their sale price.”

The same analysis was given by the domestic industry. See, for example, the testimony

of Mr. Armstrong of Keystone (Tr. at 75):

“Personally, it’s the customers that try and drive the relation
between scrap and the prices, it’s not us…And whenever scrap
goes down, it’s the customers who come knocking on the door and
say, hey, scrap has gone down. You should lower your prices.”

Indeed, Mr. Ashby of Keystone emphasized that steel scrap prices are the only thing that

purchasers understand and use in the bargaining over wire rod prices (Tr. at 115):
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“What the industry has done a really good job of telling our
customers what happens with scrap and prices certainly have
moved up and down with that independently, based on whatever
happens with scrap. But I want to make clear that that’s not the
only costs that we have in our business…And in the end, scrap’s
just a very small – well, it’s a big part of that, but it’s certainly a
part that our customers understand. And when we try to describe
other costs, it really doesn’t matter.”

This acknowledged use of scrap steel prices to negotiate wire rod prices is reflected in the

extremely close correlation during the POI between scrap prices and wire rod prices. This is

apparent from comparing the movement of scrap prices (shown at V-8 to V-20, Tables V-3 to V-

10) of the Pre-Hearing Staff Report.45

Both scrap prices and wire rod prices declined from their highest points at the beginning

of 2014, both reaching bottom at the end of 2015 or the first quarter of 2016. The scrap price

declines [ ] greatly exceeded the wire rod price declines [

], evidencing the fact that the scrap prices were pulling down the wire rod prices.

The extreme decline in the price of scrap was testified to by Mr. Armstrong of Keystone (Tr. at

113):

“On the supply side, you can get to a point which
happened…something like 12 to 18 months ago, where the price of
scrap got so low that literally it was completely not worth the while
of the scrap merchants to even supply it…

And so that again created a bounce at the bottom and scrap came
up…”

It must be emphasized that the entire period of wire rod price decline, concluding at the

end of 2015, came at a time when petitioners’ counsel emphasized that there had as yet been no

45 See the comparative table at p.16 of British Steel’s Pre-Hearing Brief.
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injurious surge of unfairly traded imports and the petitioners did not believe that filing trade

cases in 2015 was warranted.46

At the beginning of 2016, scrap prices turned up, and wire rod prices followed them up.

This upward trend has continued, as the Staff Report shows and as Mr. Johnson of Mid South

Wire testified (Tr. at 148):

“Generally speaking, scrap prices have been increasing since the
first quarter of 2016 and Petitioners have been announcing price
increases for wire rod almost on a monthly basis.”47

Mr. Nystrom of Keystone candidly confirmed that increasing scrap prices were pulling

up wire rod prices (Tr. at 80):

“And, as scrap prices go up, we’re already under tremendous
margin pressures. We have to do everything we can to try to raise
that price…{T}he one thing you can’t do as a steel mill is lose
volume or capital-intensive business. So you know we’re forced to
lower prices to maintain volume and likewise, when the scrap goes
up, yes, we raise prices…”

And, lest there be any doubt, Mr. Rosenthal confirmed this in his response to

Commissioner Schmidtlein’s question about wire rod price increases in 2016 (Tr. at 80)”

“2016 was all scrap increase driven, as far as I can tell.”

Thus there is no doubt, indeed no real disagreement about what drove the movement of

wire rod prices down in 2014-2015 and up in 2016-2017. It was not subject imports. It was the

movement of scrap steel prices.

46 Tr. at 63 (Rosenthal).
47 At the hearing, several petitioner witnesses tried to argue that they had been unable to implement price increases
announced during the 2016-2017 period. See Tr. at 76-77 (Armstrong), 79 (Rosenthal). But the Staff Report,
particularly the data on pricing products, shows that petitioners were able to increase prices steadily after the scrap
steel prices turned up at the start of 2016.
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One final point. Petitioners at page 28 of their hearing presentation try to confuse the

issue by presenting a graph that shows a 2014-2016 decline of industry average net sales value

slightly greater than the decline average cost of raw materials. Two points need to be

recognized.

First, the new material cost average is not a publicly visible figure (like scrap steel cost)

that can be used in price negotiations. See the testimony of Mr. Ashby quoted above (Tr. at

115), where he complains that purchasers can’t be persuaded to look at costs other than the

published scrap steel prices (“And when we try to describe other costs, it really doesn’t matter”).

Second, from the standpoint of the producers’ profit margins, it is the percentage declines

in sales value vs. COGs, not the dollar declines. See British Steel Pre-Hearing Brief at 14. The

percentage decline in COGs during the POI was greater than the percentage decline of AUV of

sales.
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