CHAPTER 3

CARBON AND ALLOY LONG STEEL



PART I: OVERVIEW (LONG STEEL)
ORGANIZATION OF THIS SECTION

Information in this carbon and alloy long steel (long steel)* section is organized into five parts:
(1) overview of issues concerning the industries producing long steel products; (2) industry and market
data for hot bar; (3) industry and market data for cold bar; (4) industry and market data for rebar; and (5)
adjustment efforts of U.S. long steel producers. Information collected on foreign industries producing
long steel products is presented in appendix G.

U.S. PRODUCERS

Information on the number of reporting U.S. producers of long steel and a summary of U.S.
producers’ positions with respect to the section 203 relief are presented in table LONG 1-1.2 A list of U.S.
producers of long steel providing a response to the Commission’s producers’ questionnaire in this
investigation is presented in table LONG I-2.

Table LONG I-1
Long steel: Summary of U.S. producers’ positions with respect to the section 203 relief, by products and
forms

Oppose Take no No
Iltem Support relief relief position response Total
Hot bar 19 0 1 0 20
Cold bar 15 2 2 0 19
Rebar 10 0 1 0 11

*Responses are shown only for products a firm produces and for which it provided data. A firm may produce more than one
of the products or forms.

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

Table LONG I-2
Long steel: U.S. producers’ production, by products, April 2002-March 2003

* * * * * * *

! For purposes of this report, the term “long steel” consists of subject hot bar, cold bar, and rebar.

2 As previously mentioned, information on U.S. producers’ positions with respect to the section 203 import relief,
by firms and by products, is presented in app. E. In some instances, firms have expressed positions for products they
do not produce.
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STRUCTURAL DEVELOPMENTS

Information on developments in the domestic industries producing hot bar, cold bar, and rebar,
including bankruptcy protection filings, mergers and acquisitions, and significant capital investments, is
presented below. A list of U.S. producers that have recently filed for bankruptcy protection is presented
in table LONG I-3. Table LONG I-4 presents industry mergers and acquisitions. Table LONG I-5
presents major publicly announced capital investments of U.S. producers.

Timelines

Figure LONG I-1 includes data on the raw steel production capability of bankrupt firms,
illustrating that bankruptcies of large firms occurred throughout the period under review. Figure LONG
I-2 illustrates the timeline for mergers and acquisitions of companies by steel-producing firms in the long
products sector.® It shows that merger and acquisition activity, both number of instances and raw steel
capacity involved,* was low until December 2001, then grew during the first year of the safeguard
measures.

% Firms that have name changes as a result of takeovers of shutdown facilities by investor groups or other non-
steelmaking entities are not included.

* Although the purchase of the shuttered Susquehanna Steel Mill by Instil USA is shown on the timeline, the
related raw steel capacity of Susquehanna is not included on the bar chart because it was shuttered at the time of
purchase and did not start up during the period depicted in the timeline.
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Table LONG I-3

Long steel: U.S. producers of subject products that have filed for bankruptcy protection, 1999-2003

Month and Raw steel
year of capability
bankruptcy Company and (million Employees
filing location(s) Products Status short tons) affected Comments
March 1999 Qualitech Steel Special bar quality Shut down 0.6 350 | Wholly owned iron carbide direct reduction
Pittsboro, IN hot-rolled round January plant in Corpus Christi, TX also shut down.
bars 2001 Pittsboro, IN assets purchased September
2002 by Steel Dynamics, Inc., with
expected restart in the first quarter of 2004
as a producer of special quality bars, rebar,
and light sections.
June 2000 J&L Structural Light structural Shut down None 275
Aliquippa, PA sections August
2002
December Northwestern Steel & Structural steel, Shut down 2.4 1,500 = Melting equipment and wire rod mill
2000 Wire hot-rolled May 2001 purchased by Sterling Steel, a division of
Sterling, IL merchant bar, wire Leggett & Platt. Restarted, to produce rod
rod, wire primarily for own use.
January CsC Carbon and alloy Shut down 0.5 1,400 | Privately owned by Reserve Group, Akron,
2001 Warren, OH steel hot-rolled and | April 2001 OH.
cold-finished bar
February GS Industries Carbon and alloy MO plant 2.0 800 | Permanently closed Kansas City
2001 Georgetown, SC steel rod, wire, hot- | closed; operations with 1 million tons capacity and
Kansas City, MO rolled bars, and SC plant 800 employees. Georgetown assets (rod
grinding media operating mill) purchased by Georgetown Steel Co.,
(balls and rods) LLC, August 2002 and in operation.
April 2001 Republic Technologies Carbon and alloy Operating 3.2 4,600 = Joint venture of Blackstone Capital
International steel hot-rolled and Partners (***%), USX (***%) and Kobe
Lorain, OH cold-finished bar, Steel (Japan) (***%). Operating assets
Canton, OH billet, wire acquired by Gerdau AmeriSteel
Massillon, OH (Cartersville) in June 2002 and by Republic
Lackawana, NY Engineered Products, LLC, August 2002.
Gary, IN Most operations continue.
Cartersville, GA
July 2001 Laclede Steel Carbon and alloy Shut down 0.6 525 | Original bankruptcy filing in November
Alton, IL steel hot-rolled August 1998.
Fairless Hills, PA bar, pipe, welded 2001 Emerged from bankruptcy January 2001.
chain Filed for bankruptcy July 2001. Melt shop
and bar mill assets in IL acquired by Alton
Steel in January 2003; melt shop restarted
September 11, 2003 and projected restart
of rolling mill is for later in September.
August Riverview Steel Rebar Shut down None 60 = Shut down 2000, re-opened spring 2001,
2001 Glassport, PA August shut down again in August 2001. Privately
2001 owned by Sherman International Corp.
December Sheffield Steel Carbon and alloy Operating 0.6 610 | Emerged from bankruptcy August 2002.

2001 Sand Springs, OK
Joliet, IL

steel hot-rolled
special and
merchant quality
bar, rebar, fence
posts

Table continued.
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Table LONG I-3--Continued
Long steel: U.S. producers of subject products that have filed for bankruptcy protection, March 1999-March 2003

Month and Raw steel
year of capability
bankruptcy Company and (million Employees
filing location(s) Products Status short tons) affected Comments
March 2002 Calumet Steel Hot-rolled alloy Shut down 0.2 210 | Chapter 7 (liquidation) filing. Assets
Chicago Heights, IL steel bar and March acquired by MZG Associates Il, LLC,
carbon steel light 2002 Lansing, IL, November 2002.
shapes
June 2002 Birmingham Steel, Rebar and carbon Operating 25 1,300 | Assets acquired by Nucor Corp., December
Birmingham, AL and alloy steel hot- 2002, and operations continue.
Kankakee, IL rolled merchant
Seattle, WA bar and light
Jackson, MS shapes
January Bayou Steel Carbon steel hot- Operating 0.8 510
2003 LaPlace, LA rolled merchant
bar and light
structural sections
February Kentucky Electric Steel Carbon and alloy Shut down 0.4 326 | Assets acquired by KES Acquisition Co.,
2003 Ashland, KY steel hot-rolled flat January August 2003.
and square bars 2003
June 2003 Slater Steels Carbon and alloy Operating None in the Filing of Canadian parent company under
Fort Wayne, IN hot-rolled and United Canadian law concurrent with filing in
Lemont, IL cold-finished bars, States United States.
Canada stainless steel bar

and light structural
sections

Source: Compiled from various public sources.
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Table LONG I-4
Long steel: Significant steel company mergers and acquisitions, 1999-2003

Month
and Year Company Description and capabilities
Million short tons of raw steel*
August Republic Republic Technologies (0.8 capability) acquired bar assets of USS-Kobe Steel (for a total 2.4
1999 Technologies capability). Republic Technologies had been formed in a merger of Republic Engineered Steels
and Bar Technologies in September 1998. Bar Technologies was itself the result of a merger in
1996.
September | AmeriSteel Controlling interest in AmeriSteel (2.2 capability) was acquired from Kyoei Steel by Gerdau, a
1999 Brazilian company with ownership of minimill operations in Canada and Latin America. In 2001,
management of AmeriSteel and Gerdau-Courtice, a Canadian company, were merged to
operate as a single entity.
April 2001 Nucor Nucor, the largest U.S. minimill steel producer (3.8 capability), acquired Auburn Steel's Auburn
minimill (0.5 capability) that produces hot-rolled bar, rebar, and light structural sections.
July 2001 International Istil USA (with no U.S. raw steel capability) acquired assets of the shuttered Susquehanna Steel
Steel & Tube Mill, Milton, PA (0.2 capability), that produced hot-rolled bar, rebar, and light structural sections.
Industries The minimill is in a pre-startup phase.
(Istil USA)
December Gerdau Gerdau AmeriSteel (2.2 capability) purchased Birmingham's Cartersville, GA minimill (1.0
2001 AmeriSteel capability) that produces light and medium structural sections and flat bars.
March Charter Steel Charter Steel, a minimill rod producer (with no subject long-product raw steel capability)
2002 purchased Birmingham'’s Cleveland, OH rolling mill (0.6 capability) that produces special quality
bar products, wire rod, and wire.
June 2002 Gerdau Gerdau AmeriSteel (3.2 capability) purchased Republic Technology's Cartersville, GA carbon
AmeriSteel steel cold-finished bar mill (with no raw steel capability).
August Republic Newly established Republic Engineered Products acquired most of the assets of Republic
2002 Engineered Technologies International (3.2 capability), a minimill producer of hot-rolled and cold-finished
Products bar.
September | Steel Dynamics | Steel Dynamics, a minimill producer (with no subject long raw steel capability), finalized the
2002 purchase of the assets of Qualitech Steel SBQ LLC, a minimill producer (0.6 capability). Steel
Dynamics will convert the unit, which produced special quality bar products, to also produce
light structural sections and rebar.
September | Slater Steels Slater Steels (with no U.S. raw steel capability) purchased Auburn Steel’'s Lemont, IL, minimill
2002 (0.5 capability that has been shuttered since February 2001) that produced merchant quality bar
and rebar. In December 2002, re-commissioned the mill with plans to ramp up production of
carbon and stainless steel merchant and special quality bars, and rebar.
October Gerdau Gerdau (3.2 capability), a Brazilian steel company with both Canadian and U.S. minimills,
2002 AmeriSteel merged with Co-Steel Inc. (1.8 capability), a Canadian firm also having both Canadian and U.S.
minimills. The merged firm, Gerdau Ameristeel Corp., operates 11 minimills in the United
States and Canada.
November MZG Acquired assets of Calumet Steel (0.2 capability).
2002 Associates I
December Nucor Nucor (4.3 capability) acquired the assets of Birmingham Steel Corp., a large minimill company
2002 with four mills (2.4 capability) producing hot-rolled bar, rebar, and structural sections.
January Alton Steel Acquired Alton IL melt shop (0.6 capability) and bar mill assets of Laclede Steel.
2003
March Nucor Nucor (6.7 capability) acquired the assets of the Kingman, AZ, rebar and wire rod minimill (0.5
2003 capability) from North Star Steel. The Kingman melt operation has not operated since January
2000 and the rolling mill has been idle since March 2003.
May 2003 International ISG, a large, integrated flat steel producer (with no long-product capability), purchased the
Steel Group assets of Bethlehem Steel Corp., a large, integrated producer of all flat-rolled products,
including the Steelton, PA mill (1.2 capability) that produces rail, hot-rolled flat bar, forging
steels, and ingots.
August KES Acquired assets of Kentucky Electric Steel, a minimill producer (0.3 capability) of hot-rolled
2003 Acquisition Co. bars.

* Raw steel capabilities shown are only those for subject long-product facilities.

Source: Compiled by Commission staff from various public sources.
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Table LONG I-5

Long steel: Major capital investments of U.S. steel companies, as reported in public sources, 1998-2003

Year Company and location

Facility

Reported
investment

Million dollars*

1998 Qualitech Steel

500,000 tons per year special bar quality products mill complex.

Pittsboro, IN 200
2000 Northwestern Steel & New 415-ton AC energy-optimized EAF and continuous caster 10
Wire improvements to increase productivity and decrease tap-to-tap time.
Sterling, IL
2000 Ispat Inland Upgraded transformer of EAF to increase capacity at Bar Products
Indiana Harbor, IN Division.
2000 Charter Steel 40,000 tons per year processing facility for bar, rod, and wire. 16
Fostoria, OH
2001 Tamco Major modernization completed, including new transformer and 9
Rancho Cucamonga, controls for the EAF, new 5-strand billet caster, upgrades to the
CA reheat furnace to increase heating capacity, and new mill drives and
controls for the rebar rolling mill.
2001 Calumet Steel New 2-strand continuous billet caster commissioned.
Chicago Heights, IL
2001 Connecticut Steel Rolling mill upgraded with state-of-the-art high-speed trimming shear
Wallingford, CT for increased efficient and precise trimming of larger-diameter coiled
bar and rebar.
2001 Macsteel New roller hearth furnace commissioned to increase bar production 30
Jackson, MI capacity by one-third. Also includes new specialized heat-treating,
bar straightening, and testing equipment.
2001 Nucor Bar and light-section rolling mill upgraded.
Jewett, TX
2001 Connecticut Steel Modifications to rolling mill to roll larger billets completed.
Wallingford, CT
2002 Bayou Steel New 6-stand hot-bar roughing mill commissioned to replace 8
Harriman, TN cantilevered mill.
2002 Charter Steel Production of quality bar-in-coils commenced at bar mill upgraded
Saukville, WI with a new 5-stand reducing and sizing block, and coilers.
2002 North Star Steel New automation and drive systems for the roll stands of the special
Monroe, Ml quality bar mill to improve product quality.
2002 North Star Steel Additional sidewall oxygen and carbon injectors were installed on the 36.6
Wilton, 1A EAF to increase production, among other investments.
2002 Co-Steel Start-up of CoJet gas-injection system for the EAF.
Perth Amboy, NJ
2002 Nucor Upgraded the bar and light-section mill into a modern twist-free and
Norfolk, NE tension-free mill with 18 new stands in a convertible arrangement for
quick changes to produce a wider size range of bars and light
structural sections.
2002 CMC Steel Upgraded the EAF, new material handling equipment, extended the 4.2

Cayce, SC

meltshop bay, and installed scratch-reduction rolls on the cooling
bed for large-diameter special bar quality round bars.

Table continued. See footnote at end of table.
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Table LONG I-5--Continued

Long steel: Major capital investments of U.S. steel companies, as reported in public sources, 1998-2003

Reported
Year Company and location Facility investment
Million dollars*
2003 Gerdau AmeriSteel Equipment upgraded to improve alignment between the finishing mill
Baldwin, FL and coilers, allowing the mill's single-strand rod outlet to roll wire
rods and rebar more consistently at high speeds.
2003 Republic Engineered Production commenced at new 20-inch bar mill, as part of plan to 19.7
Products improve bar quality (especially dimensional, straightness, and end
Lorain, OH conditions), and to move production of larger-diameter bars to the
newly modernized Lorain mill from the older 18-inch mill at Massillon,
OH.
2003 Gerdau AmeriSteel Enhancements to improve the efficiency of the EAF with installation
Knoxville, TN of a carbon-injection unit and improved weighting system.
2003 Gerdau AmeriSteel Modernization plans for a 4-strand continuous billet caster to expand
Jackson, TN production capacity, improve product quality, and offer greater range
of steel grades.
2003 Nucor Modernized the bar and section mill with a new finishing end
Darlington, SC (including a longer cooling bed, and upgraded modern straightening,
cutting, magnetic stacking, and automatic packaging facilities) for
increased production capacity, efficiency, and final product quality of
bars and light structural sections.
2003 CMC Steel Announced (2003) upgrades planned for the EAF include new 8.4
Cayce, SC transformer, switchgear and breakers, an additional CoJet burner
system, and baghouse expansion.
20032 Alton Steel Investment reportedly considered (January 2003) to restart 15
Alton, IL operations of former Laclede melt shop and bar mill.
20042 Steel Dynamics Announced (May 2003) upgrades planned to expand product 75
Pittsboro, IN capabilities of the former Qualitech special quality bar mill (idled
since February 2001) to also include merchant bars, rebar, and light
structural sections.
2004? Nucor Announced (April 2003) plans for new meltshop to reduce melt-cycle
Jewett, TX time include new single-charge AC EAF, twin-station ladle metallurgy

furnace, and 4/5 strand billet caster.

* Where no value is given, data were not reported in source.
2 Anticipated.

Source: Selected entries from annual reports titled “Developments in the North American Iron and Steel Industry,” 1998 through
1999, Iron and Steel Engineer; 2000 through 2002, AISE Steel Technology; Association of Iron and Steel Engineers, Steel News,
found at http://www.steelnews.org, various issues; and American Metal Market, found at http://www.amm.com, various issues.
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Figure LONG I-1
Long steel: Firms filing for bankruptcy protection and related raw steel capability, April 2000-March 2003

Million short tons
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* Firm without raw steel capability.

Source: Table LONG I-3 and other publicly available information.
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Figure LONG I-2
Long steel: Mergers and acquisitions and related raw steel capability, April 2000-March 2003*
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* Additionally, in September 2002 Steel Dynamics acquires Qualitech.

Source: Table LONG I-4 and other publicly available information.

LONG I-9







PART Il: INDUSTRY AND MARKET DATA (HOT BAR)
DESCRIPTION AND USES

This category includes carbon and alloy hot-rolled bars and light shapes (hot bar). Bars are
products that have a solid cross-section in the shape of circles, segments of circles, ovals, triangles,
rectangles (including squares), or other convex polygons including flattened circles and modified
rectangles of which two opposite sides are convex arcs and the other two sides are straight, of equal
length, and parallel.! This category includes the following: bars of a diameter of 19 mm or more in
irregularly wound coils; free-machining carbon steel and high-nickel alloy steel bars and rods of any
diameter; angles, shapes, and sections (such as U, I, or H sections) not further worked than hot-rolled,
hot-drawn, or extruded, of a height of less than 80 mm; and hollow drill bars and rods of which the
greatest external dimension of the cross section exceeds 15 mm but does not exceed 52 mm, and of which
the greatest internal dimension does not exceed one half of the greatest external dimension. This
category excludes carbon and alloy steel (including free-machining alloy steel) wire rod having a
diameter of 5 mm or more but less than 19 mm (which until March 1, 2003 were covered by a section
203 remedy on wire rod) and hollow bars and rods of iron or steel not conforming to this definition
(which are included in the pipe and tubing product categories). HTS statistical reporting numbers for
subject hot bar are presented in table LONG II-1.

MARKET ENVIRONMENT
Changes in U.S. Demand

Major markets for hot bar are in automotive and construction applications. Hot bars are used in
the production of parts of bridges, buildings, ships, agricultural implements, motor vehicles, road
building equipment, railway equipment, and general types of machinery. As shown in section
OVERVIEW II, the value of U.S. manufacturers’ shipments of transportation equipment increased
slightly, by 0.7 percent, between the first quarter of 2002 and the first quarter of 2003 (table
OVERVIEW II-1). The value of U.S. nonresidential construction put in place decreased by 4.8 percent
between the first quarter of 2002 and the first quarter of 2003. The value of U.S. manufacturers’
shipments of carbon steel forgings decreased by 1.9 percent between the first quarter of 2002 and the first
quarter of 2003.

The data collected by the Commission (which do not include 100 percent of U.S. production)
indicate that apparent U.S. consumption of hot bar decreased by 9.4 percent from April 2000-March 2001
to April 2001-March 2002, then increased by 2.8 percent in April 2002-March 2003.

In contrast to the increase shown in the data, thirteen of 19 responding U.S. hot bar producers
and 33 of 47 responding hot bar importers reported that U.S. demand for steel has decreased since March
20, 2002. U.S. hot bar producers generally tied decreased demand to the slowing U.S. economy,
particularly weakness in the vehicle parts, appliance, construction, and machinery market sectors, while

U'Hot-finished bars of ball-bearing steel (HTS items 7227.90.1030, 7227.90.2030, 7228.30.2000, and
7228.60.1030), which were included in this category in investigation No. TA-201-73, were excluded from the
remedy and, therefore are, not included in the hot-rolled bar and light shapes category for purposes of this
investigation.
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Table LONG II-1

Hot bar: Subject HTS statistical reporting numbers

Hot bar’

Item

7213.20.0000
7213.99.0060
7213.99.0090
7214.10.0000
7214.30.0000
7214.91.0015
7214.91.0060
7214.91.0090
7214.99.0015

Statistical reporting numbers

7214.99.0030
7214.99.0045
7214.99.0060
7214.99.0075
7214.99.0090
7215.90.1000
7215.90.5000
7216.10.0010
7216.10.0050

7216.21.0000
7216.22.0000
7216.50.0000
7216.61.0000
7216.69.0000
7216.91.0000
7216.99.0000
7227.20.0000
7227.20.0010

7227.20.0090
7227.20.0095
7227.90.6005
7227.90.6051
7227.90.6058
7227.90.6059
7228.20.1000
7228.30.8005
7228.30.8050

7228.40.0000
7228.60.6000
7228.70.3020
7228.70.3040
7228.70.3060
7228.70.3080
7228.70.6000
7228.80.0000

' The temporary HTS subheadings for hot bar established by proclamation or delegated authority pursuant to trade legislation

are:

(1) 9903.73.42 for products outside the scope of the section 201 investigation and therefore excluded from the section 203
remedy, and 9903.73.43 through 9903.73.46, 9903.76.52 through 9903.76.54, 9903.76.56 through 9903.76.66, 9903.76.69
through 9903.76.74, 9903.76.76 through 9903.76.78, 9903.76.80 through 9903.76.85, 9903.80.40 through 9903.80.63,
9903.80.71, 9903.80.73 through 9903.80.81, 9903.80.83, and 9903.80.84 for other products excluded from the section 203
remedy,

(2) 9903.76.51, 9903.76.55, 9903.76.67, 9903.76.68, 9903.76.75, 9903.76.79, 9903.80.64 through 9903.80.70, 9903.80.72,
and 9903.80.82 for products entered in quantities up to stated limits (ranging from 5 tons to 30,000 tons) without additional
tariffs, and

(3) 9903.73.50, 9903.73.51, and 9903.73.52 for products entered in excess of quantities specified in (2), above, and products
not covered by any exclusion; all of the foregoing incurring, respectively, 30 percent ad valorem additional tariffs through
March 19, 2003, 24 percent additional tariffs through March 19, 2004, and 18 percent additional tariffs through March 20,

2005.

As indicated in (2), certain temporary subheadings specify particular types of hot bar which are excluded from the additional
tariffs when entered up to certain quantitative limits, i.e., a particular number of tons; the individual quantity limit of each
exemption and the time period(s) to which the exemption applies are stated or referenced in the article description of the
temporary HTS subheading. Whenever imports of a particular type of hot bar exceed the specified quantitative limit, then the
quantity in excess of such limit would not be covered by the temporary HTS subheading identified in (2) and would instead be
covered by the temporary HTS items identified in (3) and subject to the additional section 203 tariffs.

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

LONG II-2



hot bar importers cited the slowing U.S. economy and the loss of downstream manufacturing facilities to
other countries, including in the aerospace, power generation, capital goods, automotive, construction,
vehicle parts, and appliance sectors.” *

Most U.S. hot bar producers and importers reported that there have been no changes in the types
or prices of substitute products since March 20, 2002.*

Changes in U.S. Supply

Prior to the imposition of section 203 tariff relief, several U.S. hot bar producers filed for
bankruptcy and shut down their operations. Qualitech Steel, a producer of special quality hot-rolled
round bars with raw steel capacity of 0.6 million short tons, filed for bankruptcy in March 1999 and shut
down its operations in January 2001. J&L Structural, a producer of bar-size structural sections with no
raw steel capacity, filed for bankruptcy in June 2000 and shut down its operations in August 2002.
Northwestern Steel & Wire, a producer of structural steel, hot-rolled merchant bar, wire rod, and wire
with raw steel capacity of 2.4 million short tons, filed for bankruptcy in December 2000 and shut down
its operations in May 2001. CSC, a producer of carbon and alloy steel hot-rolled and cold-finished bar
with raw steel capacity of 0.5 million short tons, filed for bankruptcy in January 2001 and shut down its
operations in April 2001. GS Industries, a producer of carbon and alloy steel rod, wire, hot-rolled bars,
and grinding media with raw steel capacity of 2.0 million short tons, filed for bankruptcy and closed its
Kansas City, MO plant in February 2001. Laclede Steel, a producer of carbon and alloy steel hot-rolled
bar, pipe, and welded chain with raw steel capacity of 0.6 million short tons, which had emerged from an
earlier bankruptcy in January 2001, filed for bankruptcy again in July 2001 and shut down its operations
in August 2001. Calumet Steel, a producer of hot-rolled alloy steel bar and carbon steel light structural
sections with raw steel capacity of 0.2 million short tons, filed for bankruptcy and shut down its
operations in March 2002.°

% Several representatives of domestic producers testified as to demand and expected demand. One domestic
producer testified that he anticipated a stronger economy, particularly in terms of construction and industrial activity.
He maintained that total demand for long products continues to decline. Testimony of Robert Mulhan, Vice-
President, Gerdau Ameristeel Corp., transcript of Commission hearing (July 24, 2003) at pp. 113-114. A second
domestic producer testified that demand for long products has not increased. He maintained that demand in both the
commercial and industrial construction sectors has been off, although CMC anticipates that it will pick up.
Testimony of Clyde Selig, Steel Group President and CEO, CMC Steel Group, transcript of Commission hearing
(July 24, 2003) at p. 18. A third domestic producer testified that Timken has had to slow its steel associated capital
expenditures because of the economy, particularly the manufacturing sector. Testimony of Michael Haidet, Senior
Government Affairs Specialist, Timken, transcript of Commission hearing (July 24, 2003) at p. 119.

* A respondent importer testified that, during the year following the 203 tariff relief, demand for hot- and cold-
rolled bar was pretty strong until quite recently, and was driven primarily by the automotive industry. He noted that
production in the automotive industry has risen over the past several years from 15 million units a year to 18 million
units a year. He acknowledged that automotive demand seems to be slowing down, and anticipates that bar business
will slow down in the second half of this year. Jeff Hoye, President, Corus America, transcript of Commission
hearing (July 24, 2003) at pp. 214, 237-238. However, an auto parts producer testified that automotive SBQ steel
capacity has decreased nearly 30 percent since January 2000 while auto production has stayed at the same level.
Testimony of Doug Grimm, General Manager of Forging Operations, Metaldyne, transcript of the Commission
hearing (July 24) at 281.

4 Eighteen of 19 responding U.S. hot bar producers reported that there have been no changes in the types or prices
of substitute products since March 20, 2002. Thirty-seven of 40 responding hot bar importers reported that there
have been no changes in the types or prices of substitute products since March 20, 2002.

5 See table LONG 1-3.
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Following imposition of the section 203 relief, three of these firms were acquired by other steel
producing firms and are expected to restart their operations. Qualitech’s assets were purchased by Steel
Dynamics in September 2002, with an expected restart in the first quarter of 2004 as a producer of
special quality bars, rebar, and light sections. Laclede’s Alton, IL assets were acquired by Alton Steel in
January 2003 and operations are to be restarted at an unspecified date. Calumet’s assets were acquired
by MZG Associates Il in November 2002. Also, in September 2002, Slater Steel purchased Auburn
Steel’s Lemont, IL. minimill (shuttered since February 2001), and re-commissioned the mill in December
2002 to ramp up production of merchant and special quality bars and rebar. Finally, Kentucky Electric
Steel, a producer of carbon and alloy steel hot-rolled flat and square bars, shut down its operations in
January 2003 and filed for bankruptcy in February 2003; its assets, however, were acquired in August
2003 by KES Acquisition Co.®’

As shown in the table LONG II-2, with the exception of efforts to increase product availability
and decreasing order backlogs, the majority of hot bar producers reported no changes in their marketing
practices since March 20, 2002.

Fifty-four of 162 responding hot bar purchasers reported experiencing difficulties procuring steel
in the quantities necessary to meet their needs since March 20, 2002. Sixty-one of 157 responding hot
bar purchasers reported increased average lead times for their purchases of domestic steel, 84 reported no
change in domestic lead times, and 12 reported decreased domestic lead times. Hot bar purchasers were
asked to identify actions taken by domestic producers since March 20, 2002 to make a positive
adjustment to import competition.® Of 164 responding purchasers, 103 did not indicate that producers
had taken any such actions. However, 15 of 164 responding purchasers reported that domestic producers
had introduced new or innovative products, 16 reported that domestic producers had improved product
quality, 24 reported that domestic producers had expanded marketing efforts, 20 reported that domestic
producers had improved customer service, and 26 reported that domestic producers had made other
positive adjustment efforts.’

Based on data compiled in this investigation, U.S. hot bar producers’ capacity utilization was
72.3 percent during April 2002-March 2003 and their inventories as a percentage of total shipments were
10.4 percent. Exports accounted for 3.8 percent of total shipments.

8 Counsel for the Long Producers Coalition maintained that there has been substantial capacity rationalization in
the U.S. long products industry. Republic Technologies removed over one million tons of hot bar capacity. Under
Nucor’s ownership, Birmingham’s Fuller Memphis facility and Joliet rolling mill closed. Kentucky Electric and
Calumet are closed. Testimony of Alan Price, attorney, Wiley Rein & Fielding, transcript of Commaission hearing
(July 24,2003) at 41.

" Some respondent importers argued that the U.S. hot and cold bar producers suffer from chronic overcapacity.
For example, one respondent importer maintained that U.S. hot and cold bar producers’ aggregate capacity is far
higher than U.S. total consumption. He claimed that U.S. hot and cold bar producers’ aggregate capacity is higher
today than it was when the President ordered 203 relief. He argued that the constant pressure of low prices offered
by uneconomic U.S. producers keeps prices from rising and deprives well-run companies of the benefit that they
should be getting from their adjustment efforts. Testimony of Jeff Hoye, President, Corus America, transcript of
Commission hearing (July 24, 2003) at pp. 215-217.

8 Purchasers were asked to indicate whether domestic producers had taken any of the following actions:
introduction of new or innovative product, improved product quality, expansion of marketing efforts including e-
commerce, improvements in customer service, and other efforts to make a positive adjustment to import competition.

? Some purchasers reported more than one of these actions.
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Table LONG II-2
Hot bar: U.S. producer responses to questions regarding firms’ activities and market conditions since
March 20, 2002

Number of producers reporting

Marketing practice/market conditions No Yes

Efforts to increase product availability 7 14
Change in geographic market 17 4
Change in channels of distribution 17 4
Change in share of sales from inventory 18 3
Change in average lead times from inventory 16 0
Change in average lead times from production 12 5
Change in product range 15 6
Change in demand for or production of alternate products 18 3

Increased Decreased Stayed same
Change in order backlogs 5 10 5
Change in on-time shipping percentage 6 1 14

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

Changes in Import Supply

Total imports of hot bar fell by 4.1 percent between the periods April 2001-March 2002 and
April 2002-March 2003; imports of hot bar from covered countries fell by 32.2 percent; and imports of
hot bar from noncovered countries increased by 11.3 percent. The U.S. market share accounted for by
imports of hot bar from covered countries fell from 7.2 percent in April 2001-March 2002 to 4.8 percent
in April 2002-March 2003. The U.S. market share accounted for by imports of hot bar from noncovered
countries increased from 13.1 percent in April 2001-March 2002 to 14.2 percent in April 2002-March
2003."

As shown in table LONG II-3, the majority of hot bar importers reported no changes in their
marketing practices since March 20, 2002.

Covered and noncovered country producers’ capacity, capacity utilization, U.S. export shipments
as a percentage of total shipments, and inventories as a percentage of total shipments during April 2002-
March 2003 are shown in table LONG 11-4.

10 See tables LONG II-7 and LONG I1-10.
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Table LONG II-3
Hot bar: U.S. importer responses to questions regarding firms’ activities since March 20, 2002
