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NOTICE
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since it contains certain information that has been classified by the United
States Trade Representative or would result in the disclosure of the
operations of individual concerns. This published report is the same as the
report to the President, except that the above-mentioned information has been
omitted (as indicated by asterisks).
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HIGHLIGHTS

o U.S. PRODUCERS' CAPACITY increased by 5 percent from 1,779,685 tons
in 1986 to 1,861,104 tons in 1987.

o DOMESTIC PRODUCTION of the stainless steel and alloy tool steel
products covered by the investigation increased by 24 percent from
"1.1 million tons in 1986 to 1.3 million tons in 1987; increases
occurred in all product categories.

o U.S. PRODUCERS' SHIPMENTS rose by 24 percent from 1 1 million tons
in 1986 to 1.3 million tons in 1987.

0 AVERAGE EMPLOYMENT of production and related workers increased by 4
- percent from 12,196 workers in 1986 to . 12,680 workers in 1987.

o U.S. PRODUCERS' UNFILLED ORDERS more than doubled, rieing from
200,656 tons on December 31, 1986 to 413,707 tons on December 31,
1987.

o U.S. PRODUCERS' END-OF-PERIOD INVENTORIES increased By 10 percent
from 265,653 tons on December 31, 1986 to 292,005 tons on December
31, 1987.

o U.S. PRODUCERS' SALES increased by 17 percent from $3.24 billion
during 1986 to $3.79 billion during 1987, while NET PROFIT BEFORE
TAXES rose to $257.9 million during 1987 compared to $164.5 million
during 1986.

0 U.S. CAPITAL EXPENDITURES were $105 million in 1986 and declined to
$77 million in 1987. Similar projections of capital expenditures
for 1987 made by respondents early in each year during the period
1984-87 show a distinct downward trend in projected spending.

o U.S. EXPENDITURES ON RESEARCH AND DEVELOPMENT were $34.1 million in

1986 and decreased to $33.6 million in 1987. These expenditures
are expected by producers to remain relatively stable in 1988-89.

U.S.. Producers' Capacity

Data on producers' capacity indicate an increase in the total capacity
for operations producing the stainless steel and alloy tool steel products
subject to investigation between 1986 and 1987. The capacity increase was
accounted for principally by increased capacity in the stainless steel
flat-rolled products sector, which experienced strong demand in 1987.

U.S. Production and Producers' Shipments

U.S{ﬁbfoduction of the steinless steel andﬁalloy tool steel bfoducts
covered by the investigation increased overall from 1986 to 1987. There were

- production and shipment increases in all product categories, partly reflecting



increased domestic demand from automobile and appliance manufacturers.
Growing demand for stainless steel flat-rolled products, in particular, has
resulted from the increased use of stainless products in ‘the maintenance and
upgrading of chemical plants built during the 1960's, and the wider use of
stainless equipment in the pulp and paper industry..

_ Employment and Hours Worked

The average number of all persons employed in producing the subject
stainless steel and alloy tool steel products increased from 18,556 persons to
19,584 persons, or by 6 percent, from 1986 to 1987. Employment of. production
and related workers rose from 12,196 workers to 12,680 workers, or by 4
percent, over the same period. These increases in employment reflect the rise
in production levels. The number of hours worked by production and related
workers increased by 9 percent during the period.

‘U.S. Producers"Uﬁfilled Oorders and Inventories

Data on producers' unfilled orders indicate increases in such orders for
all products between December 31, 1986 and December 31, 1987. The growth in
unfilled orders follows the expansion in demand for these products. Data on
inventories show increasing inventories for all product categories except

stainless plate between December 31, 1986 and December 31, 1987: . The changes
in inventories generally paralleled those in shipments.

U.SJ Producers' SalesAand‘Net Profit Before Taxes.

"Reflecting the increase in quantity shipped in 1987 compared with 1986,
sales value rose for each of the products during this period. The sales
increase led to increased net profits before taxes on overall operations as
well as on stainless plate, stainless sheet and strip, and alloy tool steel

operations. Stainless bar and wire rod producers narrowed net losses on
operations during 1986-87.

U.S. Capital Expenditures

Data on capital expenditures indicate that these expenditures declined -:
between 1986 and 1987 principally because of decreased spending for machinery,
equipment, and fixtures. Capital expenditures for the production of each of
the product categories exhibited decreases in 1987. The bulk of spending was
for additional finishing equipment, and improvements to melting equipment,
rolling mills, and annealing, pickling, and coating facilities. Capital
expenditures are principally designed to lower costs and increase
productivity, according to questionnaire responses, in order to make specialty
steel products more competitive both in domestic and foreign markets. Actual
capital expenditures of $82.8 million in 1987 were about 10 percent less than-
the level of expenditures projected for 1987 by respondents to last year's



questionnaire. 1/ Postponement of project(s) due to insufficient time
allocated in 1987 for completion, and a lack of funds due to lower than
anticipated product prices and/or inadequate profits were the reasons most
frequently given for the shortfall. Capital expenditures are projected to
rise to $115 million in 1988 and decline to $90 million in 1989. Similar
projections of capital expenditures. for 1987 made by respondents early in each
year during the period 1984-87 show a distinct downward trend in projected
spending.

. For 1987, capital expenditures ranged from 4 to 35 percent of cash flow

" in all product categories except stainless wire rod, for which cash flow was
negative for the seventh consecutive year.

U.S. Research and Development Expenditures

U.S. expenditures on research and development for products subject to
relief decreased between 1986 and 1987 as such spending for stainless plate,
bar, and wire rod decreased, while spending for stainless sheets and strip and
alloy tool steel increased in 1987. Actual research and development
expenditures of $23.4 million were 34 percent below the $35.6 million
projected for 1987. Such expenditures are projected to rise to about $34
million in each of 1988 and 1989. Most research and development expenditures
have been made, and will be made, for the production of new and improved
products, including stainless grades for automotive use, and for the
development of improved production processes.

In 1987, research and development expenditures as a share of net sales
decreased for each of the prqduct categories from that reported in 1986.

Modifications in Specialty Steel Import Relief

Presidential Proclamation 5074 of July 19, 1983, provided for the
temporary imposition of increased tariffs and quantitative restrictions on
certain stainless and alloy tool steel imported into the United States. On
September 18, 1984, the President established a national policy for the steel
industry and directed the U.S. Trade Representative to coordinate and direct
the implementation of that policy, including the negotiation of new
arrangements and the reaffirmation of existing measures limiting steel exports
to the United States, such as those applicable to specialty steel. Pursuant
to this, the U.S. Trade Representative concluded voluntary restraint
agreements (VRA's) with 19 countries and the EC, 2/ which, among other
provisions, replace the increased tariffs on imports of stainless steel

1/ The questionnaire was for inv. No. TA-203-16, Stainless and Alloy Tool
Steel. :

2/ The countries with which agreements have been reached are Australia,
Austria, Brazil, Czechoslovakia, the German Democratic Republic, Finland,
Hungary, Japan, Mexico, People's Republic of China, Poland, Portugal, the
Republic of Korea, Romania, South Africa, Spain, Trinidad and Tobago,
Venezuela, Yugoslavia, and the European Communities (Belgium, Denmark, France,
Greece, Ireland, Italy, Luxembourg, the Netherlands, the United Klngdom, and
West Germany).



sheets, strip, and plate with quotas. 1/° However, the additional tariffs
remain in effect on imports of stainless sheets, strip, and plate from
countries which have not participated in import restraint agreements. 1In
addition, the EC countries were removed from the quantitative restrictions
imposed on the non-flat-rolled specialty products (i.e., bar, wire rod, and
alloy. tool steel) and appropriate reductions in the quota quantities were made
for the foregoing items.

on July 16, 1987, the President announced his decision to extend import
relief as provided for under Proclamation 5074, and as subsequently modified.
This followed an investigation under Section 203 of the Trade Act of 1974 in
which the U.S. International Trade Commission majority advised the President
that termination of the import relief program for stainless steel sheet and
strip, and stainless steel plate would not have an adverse economic effect on
the industries producing these products, assuming the continued administration
of the VRA's at present levels. The Commission majority also advised that
termination of the import relief program would have an adverse .effect on the
industries producing stainless steel bar, stainless steel wire rod, and alloy
tool steel. The import relief was extended in the form previously in effect
for a period from July 20, 1987 through September 30, 1989, "in order to
provide time for the specialty steel industry to complete important investment
projects, improve productivity, and regain profitability."” The form of the
extended relief is as follows: for the flat-rolled products (stainless steel
sheets and strip and stainless steel plate), tariffs will be decreased from 3
percent ad valorem in the first year, to 2 percent ad valorem in the second
year, and to 1 percent in the final period (July 20, 1989, to September 30,
1989). "In recognition of the weaker competitive position of the stainless
steel bar, rod, and alloy tool steel sectors,"” the President proclaimed an
extension of global quotas for these products. 2/ The extension of relief

will not affect the limits on imports of specialty steel products under the
VRA's.

1/ The exception to this is Finland, whose VRA does not include stainless
steel flat-rolled products.

2/ The extended import relief is provided for under Presidential Proclamation
5679. :



Table 1.-—Certain stainless steel and alloy tool steel: U.S. producer
capacity, by products, 1986-87

(In short tons)
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Item : 1986 g
_____________________________________________________________ L O
Raw steel capacity for all operations producing H H

stainless steel and/or alloy tool steel products 1/-——-- 2,665,895 :
Certain stainless steel and alloy tool steel products 2/--:1,779,685 :
Stainless steel plate 2/ —— o e o e e —-—=—=3 190,400 :
Stainless steel sheets and strip 2/--- --21,094,100 1
Stainless steel bar 2/--—-—me————ae— - - —-——2 240,176 :
Stainless steel wire rod 2/ 3/——————mmrmemec e ——————————— : 59,400 =
Alloy tool steel, all forms 2/ - ————————— H 195,609

2 t
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1/ Melt capacity.
2/ Finishing capacity.
3/ The increase in stainless wire rod capacity in 1987 resulted from

expansion by existing producers as well as from the entry of a new rod
in that year.

.
-3

2,674,855
1,861,104
213,900
1,159,222
222,076
75,320
190,586

capacity
producer

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.



Table 2.--Certain stainless steel and alloy tool steel: U.8. production
by products, 1986-87

(In short toné)
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Item : 1986 : 1987

v A 3 t

Certain stainless steel and alloy tool e 2
BLEE]L P OCE T g v e e e oo o ot o s s s s s o s 1,062,875 : 1,321,385
Stainless steel plate— e ———————————————— H 126,208 : 187 493
Stainless steel sheets and strip——————————— 700,585 45,586
BLainless SLEEl Dar — o —————— s ot : . 128,484 : 159 327
Stainless Steel WIFre 1m0 e oo e e oo e e 8 38,841 ; 48,849
' 80,130

H

Allay tool steel, all formg-———mr—m—————————— 68,357
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Source: Compiled from data submitted in response to gquestionnaires
of the U.S. International Trade Commission.

.

Table I.--Certain stainless steel and alloy tool steel: U.S8. producers’
shipments, by products, 1986-87

(In short tons)

Item : 1986 : 1987

Certain stainless bteel and alloy tool

SLEEL  Pr OCILAC T G e oo e o s o e o s s s e 0 1,060,337 1,308,995

Btainless steel plat@~~~w~~w~w“m'mm~-~m~~«m 129,470 184,781

Stainless steel sheets and strip--e—e-—e———— 698,579 86$,~79

BLainl@ss SL@@l 5 @ e o o o i o v s s s s s e ot o 123,857 141,965

Stainless steel wWire ;o= e e e . ——— e e 27,663 464,702

Alloy tool steel, all £ oOrmeg e —e—————————— : 70,768 7J5&ﬁ8
:

Souwrce: Compiled from data submitted in response to guestionnaires
of the U.S. International Trade Commission.



Table 4.--Certain stainless steel and alloy tool steel: Average number of
all persaons employed in U.S. establishments in which certain stainless
steel and alloy tool steel products are produced, by products, 1986-87

hebe S200s 40500 400 dommt 40008 eor Thstn Seash AL SPhve BrAd PO secks GAAS Tetsn SO e 1SS WAl Fuuns SAIBM dmems e fesen FROuA Shaan Feed S Seere AR Mpete L5000 aurse S LypNS SSmb USL4e S0 SEEOY YONRS STUN om0 TEVH Fhasp Sasia Idnt Ebese AP MASSL SUEEE ebt @E00 o R vte M4b oot SRS FLIS baase SHAm Fusas FAUSY Sads PealS HIILE SPLER SPOOD SAARS SHSMH 14Nt 2000 BiYet

ITtem H 1984 : 1987
Certain stainless steel and allovy tool : :

St@@l POt G e e i ot e o e o s s i et e 18,556 19,584
Stainless steel plate e i o o e i e e e 1,659 = 1,825
Stainless steel sheets and strip-————e——m——ey 7,065 8,3%0
Stainless sSteel D ar e e e s o o s o e s 1= 8 5,079 4,759
Stainless steel wWire rog— e ———————————— s e 99 : 1,118
Alloyvy tool steel, all formg-—————eom e -y Ra734 3,952

Table 5.--Certain stainless steel and alloy tool steel:

Source: Compiled from data submitted in response to questionnaires
of the U.S. Intermnational Trade Commission.

Average number of

production and related workers emploved in U.%. sstablishments in which
certain stainless steel and alloy tool steel products are produced, by

products, 1984-87

L o

Ttem : 1986 :
Certain stainless steel and alloy tool : :

SEEEL P OUUE g oo e e ot e e 12,196 ¢ 12,680
Stainless steel [l ati@e e oo e i o o o oo o s o 3 1,306 1,416
Stainless steel sheets and strip--eeosommmm— S4901 4,726
Btainless steel bhar — e s o o o o e 3,606 3,293
Stainless steel wire rog-— e ————————————— 658 ¢ 733
Allay tool steel, All o g .rmm o 2,729 = 2,552

Source: Compiled from data submitted in response to questionnaires
of the U.85. International Trade Commission.



Table é&.--Certain stainless steel and alloy tool steel: Number of
man—-houwrs worked by production and related workers in U.S.
establishments in which certain stainless steel and alloy tool steel
products are produced, by products, 1986-87

Item 3 1986 : 1987
Certain stainless steel and alloy tool H H

SLE@]1 ProguCt G o e e s e : 24,574,340 @ 26,829,385
Stainless steel plate- oo e—————————— e e : 2,303,397 : 3,144,899
Stainless steel sheets and strip———————r———- H 7,989,888 2,794,351
Stainless steel bar— e e e i e H 7,408,052 = 7,079,395
Stainless steel wire rod-— e e———————————— H 1,287,000 1,563,996
Alloy tool steel, all formg———————ee———————— : 5,386,003 1 5,246,544

0440 rabe0 S4400 1030m esaa 40t Beont SHARA So09 FREbS SUOSR ANE JOINS e SAVAR Bmes PH0RS SR1SH FEe SONER 040D POOes ored 0o SSRNE Grees Y Seces 1OV ooam e Peest e spev Siven $3ASD Boees SONR GO WS SHRAP Snass BeR) ieres HO0N Sease PO Feaed NS S4ORR SHPNR SLMP Feagy POOSS 0000 4SS SMVRY SBESS SFVOS eeme ShLes Siase $Hess aondd Bved 49 Meeme NP Hoass S Fenn coom bedm &

Source: Compiled {from data submitted in response to questionnaires
of the U.S. International Trade Commission.



Table 7.-—-Certain stainless steel and alloy tool steel: U.S. producers’ unfilled
orders, by products, by specified periods, 1986 and 1987

(In short tons)

Stainless 1@ Stainless Alloy tool :011 products

H H H :
Feriod : Stainless :steel sheets: Stainless : steel wire : steel, all : subject to
.i1steel plate : and strip : steel bar : rod H forms tinvestigation
H H ‘T | |
H H t H s H
1986 3 H H t H H
Dec. 3i---: 14,058 3 141,460 22,062 = 16,3508 1 6,568 : 200,654
1987: ] H H H 1 ]
March 3i--: 19,534 198,964 21,822 : 17,830 : 7,680 : 265,830
June 30-—-3 20,983 13 237,575 24,648 : 17,848 : 7,913 3 X08,967
Sept. X0--: 32,979 3 X05,819 1 27,843 19,109 1 8,625 1 394,375
Dec. It-—-—3 38,087 = 310,022 : 32,511 : 24,2764 13 8,811 @ 413,707
H 3 H H H L
H ]

H L] ]
__________________________ -

Source: Compiled from data submitted in response to queltionnarr.l of the
U.S. International Trade Commission.

Table B.--Certain stainless steel and alloy tool steel: U.S. producers’ end-of-period
inventories, by products, by specified periods, 19846 and 1987

(In short tons)

t t Stainless @ 3 Stainless ! Alloy tool :All products
Period : Stainless :steel sheets: Stainless 1 steel wire : steel, all 1 subject to
tsteel plate : and strip 1 steel bar rod H forms tinvestigation
e H .t ] 1 _3 —t
H 3 ] H 3 s
19863 ] H [ 3 H H]
Dec. M -m———- H 36,631 141,260 43,244 6,369 : 38,149 265,65%
1987: H H [ ] ] : H
March 31-—=—- H 3Z,688 144,423 43,386 1 6,988 3 41,202 3 269,687
June 3I0—————- H 34,712 147,434 45,349 1 5,374 1 39,730 1 272,599
Sept. I0————- H] 36,896 1 149,963 43,306 1 4,438 1 39,922 274,525
Dec. 31-—--=m—o H 33,253 160,080 1 48,493 8,256 41,923 1 292,008
] t H H 1 1
I t_ ] H : L
Sources Compiled from data submitted in response to questionnaires of the U.S.

International Trade Commission.



Table 9.--5Selected financial data of U.S. producers on their overall stainless steel and/or alloy tool steel
’ operations, 1986-87, and by specified periods, 1987

(In thousands of dollars)

Line : Year 1 Jan-Mar. t Apr-June 1 July-Sept. : Oct-Dec. Year
No. Itea H 1986 1 1987 : 1987 : 1987 t 1987 H 1987
____________________________________________________________ N SV DI SIS IISPIIIPNE BIPIIUIPRIUIRI
' ' ! ! : ' !
NET SALES: ) H [ : [ : . H
1 Excluding intracompany and intercompany transfers---: 3,147,031 : 835,019 ¢ 898,217 : 894,631 ¢ 985,864 1 3,633,731
2 Intracompany and intercompany transferg-----=-=-«=--- : 91,389 : 29,052 ¢ 40,108 : 39,224 : 45,922 : 154,302
3 Total net sales (lines 1| and 2)---=-==-c=---mccea- : 3,238,420 884,071 938,321 933,855 ¢ 1,031,784 1 3,788,033
4 COST OF GOODS SOLD (including intracompany and : : t H i . 3
intercompany transferg)~-----=----- B e b D DL t 2,713,252 723,885 1@ 773,750 773,867 1 881,590 3. 3,153,132
3 GROSS PROFIT OR (LDSS) (line 3 less line 4)--=v=-rema- ) 325,168 1 160,186 1 164,531 ¢ 159,988 : 150,196 ¢ 634,901
6 GENERAL, SELLING, AND.ADMINISTRATIVE EXPENSES---------: 284,078 68,353 1 69,902 66,874 1 74,372 279,301
7 NET OPERATING PROFIT OR (LOSS) (line S less line 4)---: 241,090 91,833 : 94,4630 3 93,114 3 75,824 355,400
OTHER INCOME QR (EXPENSE): Co : H [ H t
8 Net interest income or (expense)-------=--c----ca--- : (47,7462): (20,688): . (25,006): (15,350):  (14,808): (75,830)
9 All other income or (expenge)--------=~-re--m-e--o- : (28,828): (14,344): (2,904): (2,902): (1,520}:. (21,6700
10 Total other income or (expense) (lines 8 and 9)---3 (76,597): (35,032): (27,9100 ¢’ (18,232): ~ (16,324): (97,320)
it NET PROFIT OR (LOSS) BEFORE TAXES (line 7 plus ! H T 1 ! !
line 10)-~----vvomnn- Sesssememcccosoanaa e e | 164,493 56,801 ¢ 46,720 12 74,862 : 59,498 1 237,880
12 Depreciation and amortizatiop-------eecccccomcmamcacnn- ! 97,313 25,350 @ 24,778 1 - 23,518+ - 33,017 ¢+, 108,030
____________________________________________________________ | DU SEIUIIIIIE DRI SEVE U SIS S
Source: Compiled from data submitted in response to questionnaires of t

he U.S. International Trade Cosmission.

(021



Table 10.--Selected financial data of U.S. producers on their stainless steel plate operations, 1986-87, and by

{In thousands of dollars)

specified periods, 1987

Line ! Year
No. Itea ! 1986
............................................................ '_--__"--_---
. 1
NET SALES: 1
1 Excluding intracompany and intercompany transfers---i (12)
2 Intracompany and intercompany transferg--------=~--- t (22
3 Total net sales (lines | and 2)---~c-m----c-cocen : 2%6,480
4 COST OF GOODS SOLD (including intracompany and s
intercompany transferg)------~«-c-eccccccmocananaao H 186,358
5 GROSS PROFIT OR (LDSS) (line 3 less ling 4)------m-mu- : 70,322
6 GENERAL, SELLING, AND ADMINISTRATIVE EXPENSES~-~~------ 1 54,649
7 NET OPERATING PROFIT OR (LOSS) (line S lass line &)---: 13,673
OTHER INCOME OR (EXPENSE): . . :
8 Net interest income or (expense)----~---c-cw-cuueuono ! (4,199)
9 All other income or (expensg)--=---~--cw-ccommmcc—no H (3,703)
10 Total other income or (expense) (lines 8 and 9)---3 (7,902)
11 NET PROFIT OR (LOSS) BEFORE TAXES (line 7 plus 1
line j0)-=v--coemrrcr e e t 5,771
12 Depreciation and amortization--------cec-eececcecaonooo H 5,547
. . '
Source:s Compiled #rom data submitted in response to questionnaires of

!
H
:
4
!

the U.S.

Jan-Mar.
1987

L]

]

H

H

t
#ee 3
R 3
73,979 :
H

54,371 ¢
19,608
t

t

11,964
7,644

{1,810)1
(567
(1,977):
3

5,667 1
1,493

Apr-June
1987

(11}
753,322

54,966
20,356
12,703

7,653

(1,248),
(414)
(1,4658):
:

$,995 1
1,427 1

!
s
t
H
H
t
L2 2 2]
'
H
H
t
H
L]

July-Sept.
1987

H

H

1}

H

H
HER g
(X L ]
80,074 1
H

60,796 1
19,270 1
11,467
7,811 1

(1,230)1
(623):
(1,853)3
1]

5,958 1
1,440 3

International Trade Commission.

62,521
26,688
17,542

9,146

(1,107)

1,328
221

9,367
1,987

(Y1)
as
318,504

232,654
85,930
53,676
32,254

(4,991)
(276)
(5,267).

26,987
6,327



Table 11.--Selected financial data of U.S. producers on their stainless steel sheet and strip operations, 1986-87,
and by specified periods, 1987

(In thousands of dollars)

............................. e e = e e e e Y L - . o - = T S8 = . e T e - - - -

Line H Year : Jan-Mar. ¢ Apr-June ¢ July-Sept. : Oct-Dec.
No. Iten ! 1986 ! 1987 ! 1987 3 1987 t 1987 !
e e e e e e e e | S | B t__

! : 1 3 3 !

NET SALES: : s t ' : :

t Excluding intracompany and intercompany transfers---: 1,197,891 3 337,269 1 373,668 ¢ 377,206 @ 430,939 :
2 Intracompany and intercompany trangferg------------ : 12,967 11,107 = 24,447 1 18,789 23,881 @
3 Total net sales (lines | and 2)--=w-~-vmecceo-aao + 1,210,838 348,374 ¢ 398,118 395,995 1 436,820 1
4 COST OF 600DS SOLD (including intracompany and : H t H H H
interconpany transfers)----=----s--c-c-u-. mw=m==----: 1,009,593 : 284,319 ¢ 317,115 318,843 383,686 :

5 G6ROSS PROFIT OR (LOSS) (line 3 less line 4)----- me———— ' 201,245 3 64,087 1 81,000 : 77,152 3 73,134 :
& GENERAL, SELLING, AND ADMINISTRATIVE EXPENSES~-~-~---- ! 44,879 : 12,517 ¢ 14,311 13,714 : 13,366
7 NET OPERATING PROFIT DR (LDSS) (line 3 less line &)---1 156,386 1t 51,340 3 66,689 63,438 3 59,768
OTHER INCOME OR (EXPENSE): ! t H H ! !

2] Net interest income or (expense)---=-==-=-mcmcouoa-- : (15,629): - (7,907)2 (7,141): {(5,998) (5,704):
9 All other income-or {(expeng@)--------=-ccccccacaca-- t (9,209} (1,671)3 97 (807): (2,003}
10 Total other income or (expense) (lines 8 and 9)---3 (24,838): (9,578): (7,044): (6,805), (7,707)
11 NET PROFIT OR (LDSS) BEFORE TAXES (line 7 plus H H 1 1 ! 1
line 10)=-==ccvocmcencccacccncc e ca e e m e e t 131,548 41,962 59,643 : 56,633 3 32,061

12 Depreciation and amortization---------ccemcmcacacaoaeo t 22,397 . 8,612 5,343 3,110 12,502 3
! 1 i ! . | 1

Source: Compiled from data subeitted in response to questionnaires of the U.S. International Trade Commission.

1,519,082
80,224
1,599,306

1,303,963
295,343
53,908
241,435

(26,750)
(4,384)
31,134,

210,301
28,969

48



Table t2.--5elected financial data of U.S.‘producers on their stainless steel bar operations, 1986~87, and by specified periods, 1987

(In thousands of dollars)

Line t Year s

No. [tem 1 1986 :

e e e e e e e e e e e e e e e e e e S t

: 3

NET SALES: 3 !

1 Excluding intracompany and xnterconpany transfers---1 [ X

2 Intracompany and intercompany transferg------------- H [ XL

3 . Total net sales (lines | and 2)------vemocccowuan H 420,720 1

4 COSY OF GOODS 8OLD (including intracompany and - ' t

intercospany transferg)----------e-ccccceccmncaana- t 373,047 1

5 GROSS PROFIT OR (LOSS) (line 3 -less line 4)-----=w-==- ¢ 47,673 1

6 GENERAL, SELLING, AND ADMINISTRATIVE EXPENSES---~=~=~-- ! 45,421 :

7 NET OPERATING PROFIT OR (LOSS) (line S5 less line 6)---: 2,252 ¢

OTHER INCOME OR (EXPENSE): 1 H

8 Net interest income or (expenge)---------=v---cce--- ! (11,274):

9 A1l other income or {expense)----~--------co-=---o=- ! (1,776)3

10 Total other income or {(expense) (lines B and 9)---1 (13,0500

11 NET PROFIT OR (LOSS) BEFORE TAXES (line 7 plus 1 3

1ing 10)--=-evmmmmre e r e e e e e ! (10,798): -

12 Depreciation and asortization---------v-ecc-evecrcac—co H 15,103 3

____________________________________________________________ S |
Sources Compiled fros data subaitted in response to questionnaires of the U.S.

1987

H
H
H
H
H
‘e 3

I 2 X
108,576 1
3

93,409
15,167 ¢
H

H

11,653
3,514

3
(2,963)4
(3,293):
(6,256)1

H
(2,742)1

3,933 3

1997

t
t
H
H
H
[ X N1

K X 2 3
109,439 3
H

96,438 :
13,001
H

]

11,007
1,994

(2,905)1
(178)3
(3,079)1
1
(1,085)1
3,944 1

1987

H
1
H
H
H
B T T
*en 3
109,572
H

97,107 :
12,4639
H

H

10,777
1,688

:
(2,881):
(59):
(2,940):
!
(1,252)1
4,109

(YY)
(17
113,422

104,005
9,417
11,371

(2,154)

5 0a 8 4 % we B se S0 wo W we = s

(2,798
776 3
(2,022):
t
14,1761
3,531 1

[X2]
t X2
441,009

390,959
50,050
45,009

5,041

(11,547)
(2,750)
(14,297)

(9,256)
16,880

International Trade Comaission.



Table 13.--Selected financial data of U.S.

producers on their stainless steel wire rod operations, 1986-87, and

{In thousands of dollars)

by specified periods"1987

Item !
_______________________________________________________ H
:

NET SALES: H
Excluding intracompany and intercompany transfers---i
Intracompany and intercompany transfers------------- i
Total net sales (lines | and 2)-~--~~---~-c=-v--een :

COST OF GOODS SOLD (including intracompany and :
. intercompany trangferg)---=--se-cccececmcnaencaoon- !
GROSS PROFIT DR (LOSS) (line I less line 4)------~-v--- t
GENERAL, SELLING, AND ADMINISTRATIVE EXPENSES--~------}
NET OPERATING PROFIT OR (LDSB) (line 5 less line &)---1
OTHER INCOME OR (EXPENSE): ) 1
Net interest income or {expense)------~---c-c-we--a- :
All other-income or (expense)----------~--~-co--wo-- 1
Total other income or (expense) (lines B and 9)---3

NET PROFIT OR (LOSS) BEFODRE TAXES (line 7 plus 3
line 10)--~~---cmmmcccrcccccmmccem s e :
Depreciation and asortization---~--~---- mmeemeeeca—ea= :

73,632
5,022
7,667
(2,645)1

3
(1,865):
(186)1
(2,011):
H
(4,65601
3,552 1

1987

(1,370)1

M |
(1,3660
1,009 3

Apr-June
1987

0
22,713

20,549
2,166 ¢
2,323 3

(157}
’ H
(64712

{9):
(656) 1

'
s
t
1
22,715 1
H
t
H
t

1
(813):
1,173

1987

0
23,150

21,913
1,237
2,239

(1,002):

!
H
'
23,150
3
!
!

(652):
42 :
(61012

s
(1,612)2
1,229 @

24,414
2,262
2,455

(193):
H
(630):
41 1
(609):
[
(802}
885

Source: Compiled from data subsitted in response to questionnaires of the U.5. International Trade Cossission.

85,624
7,811
9,159

(1,348)

(2,535)
(690)
{3,233)

(4,593
4,296

71



Table ld.--Salactéd financial data of U.S. producers on their alloy tool steel products operations, 1986-87, and by specified
‘periods, 1987 )

{In thousands of dollars)

t

Iten [
________________________________________________________ t
s

NET SALES: . ¢
Excluding intracompany and intercompany {ransfers---3
Intracompany and intercompany transferg-------«-~--- :
Total net sales (lines 1 and 2)----=-vecwcccceonu- H

COST OF B0OODS SOLD (including intracompany and H
intercompany trangferg)---------c-cceccmrccvoraraa—- t
GROSS PROFIT DR (LDSS) (line J less line 4)-e-veeceua- 1
GENERAL, SELLING, AND ADMINISTRATIVE EXPENSES----~-~-- :
NET OPERATING PROFIT OR (LOSS) (line 5 less line b)---3
OTHER INCOME OR (EXPENSE): . H
Net interesst income or (expense)-----=wcvecccwcnvoaa 1
All other income or (expense)-----—-—--=-cvoceeccanaao '
Total other income or (expense) (lines B8 and 9)---:

NET PROFIT OR (L0SS) BEFORE TAXES (line 7 plus v
line 10)--mmeccrmrmr e e e :
Depreciation and amortization----v-e-vrcccroccccnanaco. :

Source:s Compiled from data submitted in response to questi

H

H

]

]

1
327,627 1
2,454 3
331,222 3
]

272,804 1
58,419
49,459 ;
8,959 :

(2,898):
(38,9160
(7,821

1,138 1
13,519

1987

(1,421
(2,323)3

:
1,472 3
3,604

Apr-June
1987

:
]
'
3
t
86,569 :
821 1
87,390 ¢
:

58,969 1

18,421

t
:

13,166
3,255

(9,068)3
(49714
(9,565)3
H
(4,310)3
3,582 1

1987

H

1

1 ]

H

1
82,888 1
1,011 ¢
83,899 1
)

64,416 1
19,483 1
H

H

H

12,603
6,880

(302}
(13):
(915):
!

5,965 1
3,219 1

Dct-Dec.
1987

H

H

]

H

3
100,130 ¢
851 1
100,981 1
H

79,709 1
21,272 4
18,939 1
6,333 1

H

(1,020):
(30):
(1,050) s
!

5,201 1t
3,969

359,273
3,616
362,889

286,669
76,220
53,957
22,243

(11,894)
(1,961}
(13,855)

8,408
14,377

onnaires of the U.S.

International Trade Commission.
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Table 195.~-~Capital expenditures by U.S. producers for their operations
producing stainless steel and alloy tool steel, by products, 1

(In thousands of dollars)

Item

s e s St e Abas o Srmt -t i $100 42t S0 S Snn e TR W rds s e Srsre Shre B iere A Ay i domy o St fors ey M eV Mo M A SRS 4084 IRY e S PO et A TR AR S4B 1S90 PP TP 8 A Ve ik aon 1SN

All operations producxng stainless steel and alloy tool

steel products:

l.and and land improvement-- - o i o o e e o o o i e

Building or leasehold improvements-— e e e e e s s e o o e

Machinery, equipment, and fixtUur@g——————m—moe————————————
TOH A oo oo o o e o e e e e e - —— ———

All operations producing stainless steel and alloy tool

steel products subject to reliet:
l.and and land improvement ———— e s s e s e e e e e s e e
Building or leasehold improvementg-———————emerecemm e ———
Machinery, equipment, and fixtures—-—- ———— -
T QT e o e e s e e e
Stainless steel plate:
Land and land improvement————=—emmemaaeama— -
Building or leasehold improvements—-—-— -
Machinery, equipment, and fixtures—-——-—-———s———e—m—cme——-
Total ~~—— == e e e e - ——— -
Stainless steel sheets and strip:
Land and land improvemant — il
Building or leasehold improvementg——————mmeememceeemm——
Machinery, equipment, and fixturas
TOE AL oo e e e e e i e e e i o o - -
Stainless steel bar:
Land and land improvem@nt —— o e e o et e e e
Building or leasehold improvementg-—————w—cvocvcvocrea———
Machinery, equipment, and fixtures———-—-— ——
Total ~—r—rm e e e e e e et e e et
Stainless steel wire rod:
Land and land improvement-——--—~-- - —
Building or leasehold improvementg————r = o e
Machinery, equipment, and fixtures———————————c—emvmmnw—x
Total —— e e e e e e e — -
Alloy tool steel, all forms:
Land and land improvement—-—————sw—ecem—ecw- o e o e e e
Building or leasehold improvements-—- mbakaled -
Machinery, equipment, and fixtures-—————~ccccrmrm—m—————
TOL AL o oo e oo i o s s i e — —

1986

, 338
B.969
118,582
128,889

1,123
6,618
97,522

105,263

5

44
2,596
2,645

8473
4,427
17,860
43,130

179
1,268
27,056
28,3503

9% ¥
* %%
4,871
74315

* %%

* %
23,139
23,670

Source: Compiled from data submitted in response to questionnaires

U.5. International Trade Commissjon,

984~87

1987

1,990
8,204
89,483
100,079

1,328
6,068
&F,271
764,664

(%]

158
2,380
2,528

&0
3275
29,451
32,786

785
1,659
25,655
28,099

* 4

* 3 3¢
4,514
5,174

A% s s €2 s A5 3¢ v s S5 ®a 65 35 €5 S 6 S8 B ms AN %y %5 %A X3 G5 B4 3¢ NS as S8 we S5 en € ax %6 ma U A = A% e

oot e et S et S e S oo St v S (b S e o LA S S RO R Bt A e S . Lo D S a8 Ao e S TS S e R S50 S e S i S i SO NS RSSO D PSR A RS OSRD  D A  Suate D Gt VO AR SV it e M o e SO 0 £ 1o e e b st oam s



Table 16.--Research and development expenses by U.S. producers for their
operations producing stainless steel and alloy tool steel, by products,
1986-87 ’

(In thousands of dollars)

" e i s e s P 1 e Y S vt S e M Pt o S SV e . G e oS A S, S SO e D 250 S B iy D P S Y S Sy (o ok b RS ot R M 0 tet o S9AM) ok s ot o006 S O AR Lt P S e P Loy et A ot S e P et Sy el RS s e St S e S0 P B

item : 1986 s 1987
. : s
, H s
All operations producing stainless steel and alloy tool g H
steel productg——————mmm e m e e e e : 43,604 3 42,467
All operations producing stainless steel and alloy tool H H
steel products subject to relief—-————=—=——re v H 34,086 : 3,603
Stainless steel plate————-——r——rmm— e ey L A1 ] *
Stainless steel sheets and strip-—-—----—v—rmermmmeee e H . WEE 2 *3 %
Stainless steel bar—-——-——————mme————— ——— i H 74162 ¢ 3,766
Stainless steel wire rod-—————-—m—m———m e g L 2 2 ] * %%
Alloy tool steel, all formg———————————— e : 4,041 3 4,063
: :
_____________________________________________________________ L L B
Sources Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

LT



Table 17.--Frojected capital expenditures and expenditures on research and

devel opment

by U.S.

and alloy tool steel products subject to relief,

Item

Capital expenditures:

Frojections
Frojections
Frojections
. Projections
Pro)ect1ons

in
in
in
in.
in

made
made
made
made
made

February 1
February 1
February 1
March .1987-

Research and development
expendi tures: 3/

Frojections
Froiectlons
. Projections
Frojections

‘"Prajections

made in
made in
made in
made in
made in,

February 1
February 1
February 1
March 1987
March 1988-

March 1988

198789

(In thousands of dollars)

9BA=————~m——mmmmm e
IBS———mmmm
PG m

B =
= o R
P8O ———mm

ot v e (i e s e (et i b, S s o v s ot i g O o e e S S el et e i e Sttt S B e o S o e Sk i e S S s e

1/, Data not

requested.

2/ Not appllcable. .
3/ Research and development includes the further development

'development of new or improved products, manu€actur1ng methods, testxng of new
and pure research.

mater;als,

Source:
u.s.

1987

1988

producers for their operations producing stainless steel

1989

168,385
160,062
104,945
92,319
.2/,

28,939

25,491
23,553
35,579

1/
1/
1/
1/

114,956

1/

1/
1/
1/
1/
90,251

1/

81

of present products,

Compiled from data submltted in response to quest;onnaxres of the
International Trade Comm1351on. . . o
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Table 18.—-Capital expenditures as a share of cash flow, and research and
development expenditures as a share of total net sales, by product, 1979-87

(In percent)

st s a1t 1 o e 43 Yo e ol e . o S o St S o e Pk 41 e 1P S AP Sk iy e e L ot S b, G M S i e S AL At S SR i o A O e Sl bt e s e (i S St S i ek S i e P oA i hrie AR s S o o ks B i e e o S

: Stainless steel :
t Alloy tooal
Item/year : : Sheets and : : 7 steel, all
: Plate : Strip H Bar ! Wire rod : forms
Capital expendi- : H H : :
tures as a H : H : H
share of cash H : H : :
flow: 1/ : : : : ]
1979~ e e : 12.6 : 9.3 30.3 61.3 ¢ 17.5
1980 ~———— H 20.4 3 36.4 : 27.4 : 419.6 : 24,0
1981 —~=~—~ ———————— g 47.8 180.3 S1.0 12/ (791.85): 8.1
1982 —+~——r—m——————— 12/ (24.7): 108.2 212/ (278.6):32/ (100.4):2/ (187.6)
1983~ e t2/ (47.1): 60.5 2/ (1,994.5):2/ (93.1): &S5.0
1984 === ———— : 58.0 = 23.2 = 73.8 12/ (174.2): 17.4
1985~ e : 39.5 : 34.6 : 357.6 12/ (317.0): &62.5
19846~ —r——m— : 22.6 @ 23.2 @ 109,95 :2/(1015.6) ¢ 1G1.8
1987~ : 7.6 @ 13.7 3.7 12/ (17.5): IS5 3
Research and devel-: : ] H :
opment expen- @ : : : :
ditures as a H ] H : :
share of total : H H : ?
net sales: H H] : .2 :
1979~ ———————— H 0.09 3 0.30 1.42 : 1.75 0.58
1980——~+————m— : 0.195 = D.43 2 1.38 : 2.21 ¢ .72
1981 -~ H Q.20 ¢ 0.432 : 1.48 : 2.90 .87
1982——~=mm : 0.26 ¢ 1.45 2.11 = 4.64 : 1.15
1983~~~ : 0.17 0.30 : I.36 : 4,12 . 20
1984 —=——m——— - —— : 0.05 : 0.78 3 1.43 3.41 : Q.93
1985 —————————— - H 0.05 : 0.82 : 1.59 2.60 @ .33
1984==——m——m————— : 3/ 1.70 ¢ I/ 2.16 1.94 : 2.86 3 1.57
1987 == e H 0.54 : 1.25 ¢ 1.31 2.14 1.12

s e " 1 o S L e o Y e e i e e e i oo S o e ot e o e o i | G —— " o it S S it o o e o 2410 S S it e Wt | At o i o o e e ot . 450 e o o S i o o e

1/ Stainless steel plate, sheet and strip, and alloy tool steel data may be
somewhat overstated for 1979-81, and stainless wire rod and alioy tool steel
data may be somewhat overstated for 1985, due to failure of some companies to
provide depreciation expenses.

2/ Parentheses signify that companies reported negative cash flow for the
period indicated.

X/ One firm revised its method of reporting research and development
expenditures in 1986 to reflect broader coverage of expenditures. The firm
did not revise its expenditures for prior years.

Saurce: For 1979-81, Stainless Steel and Alloy Tool Steel: Determinations
of the Commission in Investigations No. TA-201-48 under Section 201 of The
Trade Act of 1974, Together with the Information Obtaimed in the Investigation,
USITC Publication 1377, May 1983. For 1982-87 compiled from data submitted
in response to questionnaires of the U.S. International Trade Commission.
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Efforté of U.S. Staiﬁleés and Alloy Tool Steel Producers to
Adjust to Import Competition

Note.--This section consists of data which would disclose confidential
operations of individual concerns, and therefore may not be published.



21

MAJOR FOREIGN SUPPLIERS OF STAINLESS AND ALLOY TOOL STEEL TO
THE UNITED STATES

Stainless steel and alloy tool steel are produced in at least 20
countries’ (although not all of the countries produce both kinds of steel).
The following table presents production (on a raw steel basis) and capacity
data on the major foreign suppliers of such specialty steel to the United
States. ' The 1ndustr1es in these countries are d1scussed in the remainder of
this sectlon

Y Table 19 ,
Stainless and alloy~tool steel production, capacity, and capacity utilization for
certain foreign producing countries, 1986-87

Capacity

Production . Capacity . utilization
Country - 1986 1987 1986 1987 1986 1987

’ T Thousand short tons———--—~-—-- Percent
Austria.............. 1/-182 - 2/ 1/ 195 1/ 195 1/ 93.8 2/
Belgium.............. 127 2/ 154 2/ 82.5 2/
Brazil..... e 3/ 1,360 3/ 1,226 4/ 1,490 4/ 1,490 91.3 82.3
Finland....... P 190 : 208 4/ 220 4/ 220 86.4 94.5
France........v..veee - 674 2/ 2/ 2/ 2/ 2/
Italy...... PP " 595 Y 2/ 2/ 2/ 2/
Japan............ cee. 2,482 2,781 2/ 2/ 2/ 2/
Republic of Korea.... 228 267 312 348 73.1 76.7
Spain................ 3/ 5/ 1,843 3/ 5/ 1,769 2/ 2/ 2/ 2/
Sweden............... 2/ 2/ 2/ 2/ 2/ 2/
United Kingdom......." ' 239 4/ 250 2/ 2/ 2/ 2/
West Germany......... L - 1,499 4/ 1,471 2/ 2/ 2/ 2/

1/ The Austr1an industry's definition of specialty steel is believed to include a
greater range of prodiucts than stainless and alloy tool steel.

2/ Not available. ‘ ’

3/ Production data encompass a larger varlety of products than those under
investigation.

4/ Est1mated by the etaff of the U.S. International Trade Commission.

5/ Data are for January—October

Source: Data compiled from World Stainless Steel Statistics and from U.S.
Department of State telegrams.
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Austria
Austria's only producers of specialty steél in 1987 were Voest-Alpine
(VA), a nationalized company that produces and consumes small quantities of
stainless products; and its subsidiary, Vereinigte Edelstahlwerke (VEW), a
producer of various specialty steel products, including stairiless bar and rod.

In 1987, the holding company for state industries, OIAG, decided to
streamline and completely reorganize VEW and implement new restructuring
measures. Previous restructuring had focused on reductions in production
capacity; the new restructuring will concentrate on improving efficiencies and
reducing costs, which will be accomplished through personnel cutbacks and the
division of the VEW companies into independent units. Thus, the merger .of

independent companies in 1975 which led to the creation of VEW is now being
reversed. 1/ ‘

Effective January 1, 1988 (legally retroactive to January 1, 1987), VEW
has been functioning as a holding company called VEW-AG. VEW-AG holds 100
percent of the shares in the newly created Boehlor Edelstahl Ges.mbH, which
concentrates on the metallurgical works, with plants in Kapfenberg and
Muerzzuschlag; and in the newly created Schaeller Final Ges.mbH, which is
responsible for finished products in the Ternitz plant. 2/

Employment reductions to.reduce costs are continuing at VEW. The former
VEW employed about 9,700 employees at the end of 1986, which declined to 9,000
employees during 1987. Another reduction of 3,000 employees is expected in
1988. This decrease will primarily affect the metallurgical plant in
Kapfenberg, which has thus far been relatively unaffected by the restructuring.

Current plans are expected to result in the Kapfenberg plant operating without
losses. 3/

In May 1987, the government of Austria approved legislation for .a
financial rescue package for Austria's state-owned industries. The Federal
subsidies to the iron and steel sector were $2.7 billion: $1.0 billion to
cover old debts; $1.6 billion in new subsidies; and $47 million for other
compensation. 4/ The $1.0 billion to cover old debts was granted retroactively
to cover emergency loans raised by the state holding company OIAG in 1985-86,
which were subsequently converted into equity. Of the total, $102 million
went to VEW. The $1.6 billion in subsidies was to be used to cover expected
operating losses and to provide additional equity capital from 1987 to 1990;
of this amount, $451 million was earmarked for VEW. The granting of these
funds was expedited so that by spring 1988, $1.0 billion will have been
obligated, of which $364 million will go to VEW. 5/

Operating losses for VEW are estimated at $111 million for 1987;.however
the total 1987 loss, including that of subsidiary companies, is expected to be
approximately $253 million. This loss is higher than expected, partly because

1/ U.S. Department of State telegram, February 1988.
2/ Ibid.

3/ 1bid.
4/ The exchange rate used to convert Austrian schillings to U.S. dollars was

the 1987 average of 12.64 Austrian schillings to one U.S. dollar.
5/ U.S. Department of State telegram, February 1988.
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of the retroactive reorganization of VEW. For 1988, a loss of $58 million is
‘projected. It is believed that the VEW group as a whole will break even by
1990. 1/ :

Production of specialty steel in Austria declined from 209,000 short tons
in 1985 to 182,000 short tons in 1986, a decrease of 13 percent. Although
data are not available for 1987, industry sources indicate that production
declined further. 2/ Between 1985 and 1986, capacity utilization rates
appeared to increase, as shown in the following tabulation:

Specialty steel 1/ 1985 . 1986 1987
Production;g/ ......... 1,000 short tons.... 3/ 209 4/ 182 5/
Capacity....coveveriininnnenns P do....  250. 195 = 195
Capacity utilization........... percent. ... .B3.6 93.8 57

1/ The Austrian industry's definition of specialty steel is be11eved to
include a greater range of products than stainless and alloy tool steel. Data
represent crude steel output and capacity from VEW companies.

2/ Production data compiled from U.S. Department of State telegram and World
Stainless Steel Statistics.

3/ Of this amount, approximately 76,390 short tons were stainless steel.

4/ Of this amount, approximately 54,233 short tons were stainless steel.

5/ Not available. : .

Belgium:

There were two producers of stainless steel products in Belgium in: 1986;
ALZ/NV and S.A. Fabrique de Fer de Charleroi. Both made stainless steel
sheet, strip, and plate. The sole producer of stainless bar and wire rod,
Henricot, ceased production at the end of 1984. There were no producers of .
alloy tool steel. :

ALZ/NV is currently involved in an investment project to replace existing
melting, steelmaking, and cold-rolling equipment. The investment, of which a-
* new reversing cold mill represents the largest part, will raise steelmaking
capacity to 397,000 short tons per year. This expansion will allow ALZ/NV to .
expand its market to include stainless strip over 2 meters in width. - The
investment is being undertaken because the existing mill is more than 20 years
old, and the new mill will improve quality 3/ .as well as expand product .
lines. The melt shop investment includes the following: a 900-metric ton
electric furnace with bottom tapping and 96 MVA transformer capacity; a
100-metric ton MRP converter with oxygen-inert gas vessel bottom tuyeres and -
top blowing oxygen lance to permit metal reflnlng by the Demag process; and a.
vacuum oxygen degassing (VOD) unit. This 1nstallat10n will increase ALZ's
tproductxon of continuously cast slab. 4/ : :

“17 Tbid.

2/ 1bid.
3/ "ALZ," Steel Times, June 1987.
4/ "New Meltshop for ALZ," Metal. Bulletln, March 20, 1987.
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Production of stainless steel in Belgium grew by 5 percent from 121,000
short tons in 1985 to 127,000 short tons in 1986. No new capacity was added,
so capacity utilization increased from 78.6 percent to 82.5 percent, as shown
in the following tabulation: 1/

Stainless steel 1/ 1985 1986 1987
Production................. ..1,000 short tonms.. 121 127 2/
Capacity...... et e do.... 154 154 2/
Capacity utilization............ e percent 78.6 82.5 2/
Exports to the U.S........ ...1,000 short toms. 15 11 2/

1/ Production, capacity, and export data are from World Stainless Steel

stat1st1cs, published by Inco Europe Limited and World Bureau of Metal
Statistics, 1987 edition.

2/ Not available.

Brazil

There were six Brazilian producers of stainless and alloy tool steel
products in 1987. Acos Anhanguera S.A. (Acoansa) produced stainless wire rod;
Acos Villares S.A. produced stainless wire rod, bars and tool steel; Companhia
Acos Especiales Itabira (Acesita), the largest producer, produced stainless
bar, sheet and strip, and tool steel; Acos Finos Piratini S.A. (Piratini)
produced stainless bar, rod, and tool steel; Siderurgica Nossa Senhora da
Aparecida S.A. (Aparecida) produced stainless bar, rod and tool steel; and
Electrometal Acos Finos S.A. produced stainless bar and rod.

On June 17, 1987, the U.S. Government concluded an agreement that
incorporates Brazil's specialty steel exports to the United States into the
Brazilian VRA. The VRA was expanded to include three product categories:
stainless steel bar, stainless steel wire rod, and alloy tool steel. 2/

No new capacity is expected in 1988 in the stainless or alloy tool steel
areas, 3/ although Acesita has indicated that it would like to double capacity
by 1991. In late January 1988, Acesita held a meeting with the national
economic and development bank, BNDES, to discuss financing for the expansion
project. 1If the project is financed, it would increase capacity from 140,000

metric tons to 220,000 metric tons per year, w1th the addition of a new
stainless melting shop. 4/

A new stainless steel processing facility is being constructed as a joint
venture between Acesita and Amorim e Feital. The facility, Plaminox, is

located in Tinoteo, Minas Gerais and will process stainless steel plate and

sheet and strip. The original start up date of December, 1987 has been
rescheduled for March or April, 1988. 5/

1/ 1987 production figures for Belgian stainless steel are not yet available.
2/ U.S. Department of State telegram, June 1987.

5/ U.S. Department of State telegram, February 1988.
4/ "Acesita Seeks Financing for Growth," Metal Bulletin, February 1, 1988.
5/ Information provided by industry sources.
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Brazilian production of special steels totaled approximately 1.2 million
short tons in 1987, a decline of 9.9 percent from the 1986 level of 1.4
million short tons, as shown in the following tabulation:

~ Special steel 1/ 2/ ‘ ) 1986 . 1987
Production--—---.--1,000 short tons-- 1,360 .1,226
Capacity 3/-----om—mmomcmm e —dQm = 1,490 1,490
Capacity utilization-----~--percent—— 91.3.  82.3

1/ The term "special” includes all non-carbon steels such as stainless,
ferrosilicon, alloy tool, low—alloy, hlgh—alloy, and high carbon. As a
result, these production figures encompass a larger variety of products than
those under investigation.

.. 2/ Production information was obtained from Consider-Statistical Yearbook,

- 1987, publlshed by the Brazilian Hetallurglcal Industry, and data gathered by .
the Brazilian Steel Instltute Capacity information was estimated from data
supplied in Iron and Steel Works of the World, 8th edition, published by Metal
Bulletin.

3/ Estimated by staff of the U.S. International Trade Commission

Finland

Outokumpu Oy, a state- controlled multlmetal company, was the sole
producer of stainless sheets, plates and. strip in Flﬁtand in 1987. oOvako.
Steel Oy AB, which merged with Swedlsh SKF Steel AB in 1986, is Finland's sole
producer of alloy tool steel, although it does not produce the type of alloy
tool steel which is subject to investigation. The company had produced very
small quantities of stainless steel bars, but production was terminated in
1985 because of low profitability. 1/ B

Industry sources 1nd1cate that Outokumpu is not plann1ng any 51gn1f1cant
changes in production, capacity, shipments, or exports to the -U.S. or any
other country in 1988 or 1989.. If there is an increase in production it is
expected to be approximately 1-2 percent, which is the estimated growth in
domestic demand. 2/

Outokumpu Oy completed a new hot-rolling mill at its Tornio works in the

fall of 1987 at a cost of about $159 million. After trial runs, the mill
started operations in early 1988 and is expected to be running fully by the
second half of 1988. The new hot-rolling mill replaces the past arrangement
for hot band production, under which slabs from the Tornio continuous caster
were sent 140 miles for rolling at the Raahe works of Finland's state-owned
integrated steelmaker, Rautaruukki and returned to Tornio for cold rolling.
. The company believes that the new hot-rolling mill will enhance the whole

‘works' profitability. It also will reportedly'1ncrease the works' operational
flexibility and offers opportunities to develop new stainless steel qualities
and expand product range. 3/

17 u.s. Department of State telegram, February 1988.
2/ 1bid.
3/ 1Ibid.
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Because the Tornio stainless steel plant of Outokumpu Oy is located in"
Finland's northern developing area, certain benefits are available to it under
regional policy legislation. Special laws provide for the partial payment of
interest by the Government on company borrowing. Under this legislation $0.89
million is designated in Finland's 1988 national budget, a decline from the
1987 level of $1.62 million, for the payment of "interest support' on the
loans taken for building the Tornio stainless works. Furthermore, since the
Tornio stainless steel works is located in Finland's underdeveloped area, it
is entitled to certain tax relief when establishing a new production plant or
expanding an existing one. The completion of the hot-rolling mill entitles .
the company, over the next ten years, to special depreciation allowances, )
additional investment deductions in state taxatlon, and exempt1ons from
property and stamp taxes. 1/

Finland's production of stainless steel rose by 9.5 percent from 190,000
short tons in 1986 to 208,000 short tons in 1987. ' As shown in the fOIIOW1ng .

tabulatlon, there was a corresponding increase in capac1ty ut111zat1on from
86.4 percent to 94.5 percent.

Stainless steel 1/ - 1986 1987
Production......... 1,000 short tons.. 190 208
Capacity 2/......cviiiiiinnnnan do.... 220 220
Capacity utilization........ percent.. 86.4 94.5

1/ U.S. Department of State telegram, February, 1988.
2/ Estimated by staff of the U.S. International Trade Commission. ™

France

In 1986, there were at least five producers of stainless and alloy tool
steel products in France. Almost 70 percent of French- production of these
steel products was accounted for by production of stainless sheet and strlp
The largest producers of stainless and alloy tool-steel products in 1986
included Sacilor, a state-owned producer of flat-rolled products and bars; .
Ugine-Gueugnon and Ugine-Savoie, companies that are majority-owned by Sacilor =
and are each the second largest producer worldwide of their particular
products, stainless sheet and strip and stainless bar and rod, respectively;
Usinor, a state-owned producer of sheet, plate, and bar; and Ascometal, ‘a '
company that was established in 1983 to merge the unprofitable operations of
Sacilor and Usinor and that produces specialty steel bars ‘and rods. In
September 1986 the French Government announced that a s1ng1e cha1rman would
head both Sacilor and Usinor.

On January 1, 1987, Ascometal merged its three stainless and specialty
metal operations, Cie Francaise des Aciers Speciaux (Asfor), Ste des Aciers
Fin de 1'Est (Safe) and Ugifos together. 2/ On July 1, 1987, France's
stainless steel sector underwent further reorganization when Ugine- Gueugnon
and Usinor Chatillon were merged to form Ugine-Aciers de Chatillon et Gueugnon

1/ 1Ibid.

| 2/ "France Sees New Scope for Restructuring,” Metal Bulletin, February 3, 1987,
I p. 25.
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-(Ugine). Although the merger took effect July 1, f§87 it was dated
“retroactively to January 1, 1987. This merger makes Ugine the world's 1argest
-producer of stainless and special steel flat products. The merger was, i
according to Francis Mer, chairman of Usinor-Sacilor, necessary to eliminate
unnecessary competition and duplication of investments in the state owned
stainless flat product sector. 1/

In September 1987, Francis Mer announced a regrouping of special steel
production, bringing together the stainless flat product business and the works
making stainless and alloy steel bar, rod, strip, and wire. The new grouping’
is called Aciers Inoxydables and Produits Plats Speciaux,  and it merges Ugine
Chatillon-Gueugnon with Ugine-Savoie and Imphy. Ugine-Savoie makes: sta1nless
bar and rod. Imphy and its subsidiary, Sprint Metal, make alloy steel and
superalloys in the form of strip, bar, wire, powder, and forgings. 2/ -

In 1987, the French stainless and special flat products sector showed a
profit of $79,900 (Fr 480,000). This follows losses in 1986 of $23,800 (Fr
165,000). French executives indicate that profits will continue to grow in
1988. 3/ o : : - . sl e S

The following tabulation shows that in 1986 French production of i
stainless steel ingots, slabs, blooms, and billets was 674,000 short tons, up
from 617,000 short tons in 1985 (an increase of 9 percent). Exports to the
United-States and all other countries fell slightly in 1986 from 1985 (down
4.5 percent).

Stainless steel 1/ 1985 1986 1987

Production.............. 1,000 short tons... 617 674 2/
Capacity.....iiiiiiiiiitiean e do.... 2/ -2, 2/
Capacity utilization............. ‘“percent. . 2/ - 2/° 2/
Exports: . )
To the United States..1,000 short tons.. 41 34 - < 2/
To all other countries............ do.... 632 609 2/
Total......iiiiiieieiiinninrnnns do.... 673 643 2/

1/ Production and export data compiled from World Stainless Steel Statlstlcs,
published by International Nickel Inc., 1987 edition.
2/ Not available. :

Italy

There are believed to be approximately 20 producers of specialty steel
products in Italy. 4/ 1In early 1986, Italy's third largest stainless steel
producer, Ilssa-Viola decided to close down its works. The closure was blamed

1/ "The New Ugine: Rationalizing French Stainless,” Metal Bulletin Monthly,

- August, 1987. .
2/ "Mer Forms New Special Steel Group," Metal -Bulletin, Sept. 14, 1987, p. 23.
?3/ "Mer Confirms Us1nor—Sacllor s Improved,™ Hetal Bulletln, Feb 25, 1988
p. 25.

4/ Iron and Steel Works of the World, Metal Bulletin Books, 8th ed1t10n, 1983.
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on the high level of import penetration on the Italian market and a general
excess of production capacity of the stainless sector in Europe. This move
left Terni (a subsidiary of the .state owned Finsider steel group) as Italy's
sole producer of stainless sheets, through its subsidiaries IAI and Terninoss
(which Terni owns jointly with U.S. Steel Corp.) 1/

In 1986, 1nvestments in Terni resulted in an increase in electric
steelmaking capaclty ‘of more than 200,000 metric tons per year. Most of this
capacity will replace stainless steel melting operations of a subsidiary, IAI,
which will shut down operatlons in 1987. Some capacity will also go toward
electrical steel productlon In 1986, stainless production at Terni was
200, 000 metrxc tons per year; this will most probably rise to 380,000 metrlc
tons per year in. 1989. The investments included a 140-metric ton AOD
converter, a new continuous caster (for stainless slab production), a ladle
furnace, and modifications on the hot-rolling mill to increase coil width. 2/

;USX‘Corp. began to negoﬁiete the sale of its 50-percent stake in
Terninoss in April, 1987. USX indicated that this is part of the company's
general restructuring program as well as the reorganization within the Terni

group. After the sale Terninoss would become a 100—percent-owned subs1d1ary
of Ternl 3/ : ‘

In 1986 Ternl had . losses of 2.5 million lire ($1 700), - compared to 19.5
million lire ($10,200) in 1985. The trend toward recovery did not continue in
1987 as Terni lost nearly 40 million lire ($33,000) in that year. 4/ 5/

Stainless steel production increased from 561,000 short tons in 1985 to
595,000 short tons in 1986 (up by 6 percent). During this same time period,
Italy's exports to the United States fell from 28,000 short tons to 14,000
short tons (down by 50 percent), as shown in the following ‘tabulation:

Stainless steel 1/ : 4 : 1985 = 1986 © 1987
Preoduction 2/........... 1,000 short tons.. 561 595 37
Capacity......oovviiiiiiiiiiiinnn, do.... 3/ 3/ 3/
Capacity utilization............. percent.. - 3/ -3/ C 3/
Exports to the United States

1,000 short tons 28 14 3/

1/ Production and export data compiled from World Stainless Steel Statistics,
published by International Nickel Inc., 1987 edition.

2/ Ingots, slabs, blooms, and billets.

3/ Not available.

1/ "Ilssa-Viola to Close Down in March," Metal Bulletin, Feb. 14, 1986.
2/ "Stainless Output to Rise at Terni," Metal Bulletin, Oct. 7, 1986.
3/ "USK to sell out of Italian Stainless,"” Metal Bulletin, April 28, 1987.
4/ "IRI to Approve Finsider Restructuring,’ Metal Bulletin, Feb. 15, 1988.

5/ Thirty percent of Terni's production is in products that are not included
in this investigation. .
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Japan

There were approximately 25 producers of stainless and alloy tool steel
products in Japan in 1987, many of which produce a variety of the specialty
steel products subject to investigation, as follows: stainless plate, 9
companies; stainless sheet and strip, 14 companies; stainless bar, 12
companies; stainless wire rod, 12 compan1es, alloy tool steel and high-speed
steel products, 13 companies. 1/ The largest producers 1nclude Nlppon Metal
Industry Co., Nippon Yakln Kogyo Co., and Nlppon Stainless Co.

In 1987, the three maJor stainless steel producers undertook .
rationalization efforts designed primarily to reduce employment levels. 2/ A
number of other changes occurred in the industry in 1987 including the
following: one company resumed production of stainless plate; one began
production of stainless steel sheets; two began production of stainless steel
bar; one opened production of stalnless steel w1re rod; and one ceased
production of alloy tool steel products 3/

Among the Japanese sta1n1ess steel producers, N1ppon Yakln has 1ts own
nickel refinery, while Nlppon Hetal and Nippon Stalnless 1mport ferro-nickel
and ferro-c¢hrome. Although 1mported raw materials are _priced in U.S. dollars,
the producers were not adversely affected by the sharp increase in 1987 in the
U.S. dollar price of n1cke1 an 1mportant raw mater1al because the rapid
appreciation of’ the yen durlng the year kept the n1cke1 .price below 1985
prices in terms of local currency. 4/

According to the Ministry of International Trade and Industry (MITI) in
Japan, there were no’ Government assistance. programs designed for -the specialty
steel industry in 1987. ' Japanese producers of specialty steel products with.
300 or fewer regular employees or with paid- in’ capital of 100 million yen -or
less are el1g1b1e for Japanese Government assistance programs for small - _
business ih general.” MITI also stated that there are no nontariff barriers to
imports of specialty steel products in Japan. 5/

The following tabulation‘showé that’Japan s'production of stainless and
alloy tool steel products rose by 12 percent from 2.5 million short tons in
1986 to 2.8 million short tons in 1987,,reflect1ng the increased pace of
activity in principal domestic markets (automotlye housing, and .
construction). 6/ Japan's exports rose from 777,000 short tons in 1986 to
853,000 short tons in 1987, an increase of almost 10 percent. Southeast Asia
is Japan's largest stainless export market. 7/ . _—

1/ U.S. Department of State telegram, February 1988.
2/ Metal Bulletin, May 29, 1987. ' '
3/ U.S. Department of State telegram, February 1988.
4/ Metal Bulletin, May 29, 1987. )
5/ U.S. Department of State telegram, February 1988.
6/ Metal Bulletin, May 29, 1987.

/

Metal Bulletin, Aug. 8, 1986.
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Certain stainless and alloy tool steel 1/ 1986 1987
Production...... e 1,000 short tons.. 2,482 2,781
Capacity........... P et do.... 2/ 2/
Capacity utilization......... e percent.. 2/ 2/
Exports: ' )
To the U.S..... et et 1,000 short tons.. 72 73
To all other countries.......... e do.... 705 780
TOtAL. oot ettt ieeeenenenenneanenas do....‘ Nz 853

1/ Data compiled from U.S. Department of State telegrams, Harch 1987 and
February 1988. :

2/ Not available.

" Republic of Korea (Korea)

There were six producers of stainless and/or alloy tool steel products in
Korea in 1987. They included Sammi Steel Co., a producer of stainless steel
sheet, strip, bar, rod, and alloy tool steel products and Korea's largest
producer of specialty sleel items, accounting for about 80-percent of total
production in 1987; Samyang Metal Co., Tong Yang Mulsan, Daiyang Hetal Co.,
and Poongsan Specialty Steel Co., all producers of stainless steel sheet and

strip; and Korea Heavy Hachlnery. ‘a maker of alloy steel and tool steel
products. 1/

.On March 28, 1987, construction began on the Pohang works' new 250 000_
ton per year stainless steelworks, scheduled to begin operatlon in
June 1989. 2/ Korea currently imports all of the stainless hot-rolled band
needed for domestic production of cold-rolled coil; Japan suppl1es about 80
percent of Korea's requirements for hot-rolled band at the present time. 3/

In late 1987, Sammi Steel awarded a contract to supply a 330,000 metric
ton-per-year bar and wire rod mill for the production of stainless, tool, and
high-speed steels to a consortium led by SMS Schloemann-Siemag AG of West
Germany. The mill is scheduled to begin operations in mid-1989. According to
press reports, the mill will produce rounds ranging from 5.5 to 80 mm in
dismeter, and is intended to supply primarily the Korean market. 4/

Tariffs on Korean imports of specialty steel products range from 10
percent to 20 percent. There is a system of nontariff restrictions on certain
of Korea's imports. Under the plan, the import of restricted items may be
approved if recommended by a particular ministry or trade association. During
1987, the Korean government eliminated the requirement of recommendation by
the concerned association for the import of stainless steel sheets, plates,
bars, and rods. Four items are still under this plan; however, effective
April 1, 1988, the government plans to eliminate all such import restrictions

1/ U.S. Department of State telegram, March 1988.
2/ Pohang is Korea's only integrated steel producer.
3/ Metal Bulletin, April 3, 1987.

4/ 33 Metal Producing, October 1987, and Metal Bulletin, October 1, 1987
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for various specialty steel products including heat-resisting steel and
stainless steel hoop and strips. 1/ '

Korea's production of stainless steel sheet, strip, bar, and rod
increased by 17 percent from 228,000 short tons in 1986 to 267,000 short tons
in 1987, largely reflecting an increase in sheet and strip production. Almost
85 percent of production in 1987 was accounted for by sheet and strip.
production. Korea's capacity to produce stainless sheet, strip, bar, and rod
rose in 1987, but the increased level of production resulted in an increase in
capacity utilization, from 73.1 percent in 1986 to 76.7 .percent in 1987,
Korea's exports to the United States rose from 11,000 short tons in 1986 to
13,000 short tons in 1987, an increase of 18 percent, as shown in the
following tabulation: ‘ ' '

Stainless sheet, strip, bar and rod ' 1986 1987

Production 1/............. ...1,000 short toms.. - 228 267.
Capacity 1/............. @it do.... 2/ 312 - 348
Capacity utilization.................. percent. . 73.1 76.7
Exports: . -
To the U.S. 1/............. 1,000 short tons.. 2/ 11 13
To all other countries 1/.............. do.... 2/ 36 45
Total....... e N do.... 2/ 41 58

1/ Data compiled from U.S. Department of State telegrams.
2/ Revised.

Spain
There were at least six Sbanish producers of stainless and alloy tool.
steel products in 1987. Major producers included Acerinox SA, a producer of a.
wide variety of finished stainless steel products and Spain's only producer of
stainless flat-rolled products; SA Echevarria, a producer of bar and rod;
Olarra SA, a producer of stainless ingots, billets, and bar; and Roldan SA, a
producer of stainless billets, bar, rod, and wire.

In June 1984, the Aceriales group, which included Olarra and Echevarria,
announced that Echevarria and two other specialty steel producers would
combine to form Aceros Especiales del Norte SA (Acenor). During 1985, Acenor
acquired additional specialty steel producers, including Olarra (October
1985). 1In February 1988 the group, which consisted of five companies and
accounted for about 70 percent of Spain's specialty steel production, was
legally constituted into one corporation. 2/ Acenor's goal is the
rationalization and modernization of Spain's specialty steels sector through
work force reductions, elimination of inefficient capacity, and plant
‘modernization. The restructuring program is designed to enable Spain's

S. Department of State telegram, March 1988.
.S. Department of State telegram, March 1988.
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specialty steelmakers to become internatidnal@y competitive, and is expected
to be completed by 1989. 1/

Acenor, which is Spain's largest tool ‘steel producer, has entered into a
joint venture with Swedish tool steel producer, Uddeholm, to set up a new
company - in Spain.. The new Uddenor Co., based in Bilbao, will apply Uddeholm's
technical know-how in the Acenor works, and it will also act as.a channel for
both partners"steel.products on the Spanish market. The two companies will
each hold 50 percent of ‘the new firm. Reportedly, Acenor's goal in joining
with Uddeholm is to broaden the range of products it handles. 2/

Industry sources indicate that there are no quotas or other requirements
which constitute nontariff barriers to specialty steel imports. 3/ All
subsidies to the Spanish steel industry are regulated by the EC. In 1987, the
EC approved $1.8 billion in aid for the Spanish steel industry, of which $250
million was destined for the stainless steel sector (specifically for
Acenor). Acenor received this infusion of cash in exchange for shares of
stock which gave the Government of Spain, through the Bank of,Industrial
Credit, effective control over Acenor. The funds were used to pay off
outstanding debts and to subsidize the layoff of excess employees. 4/

According to a U.S. Department of State telegram, Spain, which entered
the EC in 1986, is subject to the common EC policy on allocation of steel
production. Under the terms of the agreement that admitted Spain to the EC,
Spanish steel production and capacity are to be reduced. The effect of EC
membership on Spain's specialty steel industry is not yet known.

Spain's production of specialty steel remained relatively steady at about
1.8 million short tons in the first 10 months of 1986 and 1987, as shown in
the following tabulation. Although no capacity data are ava1lab1e. industry
sources estimate that stainless steel producers in Spain are operating at less
than 60 percent of capacity. 5/ Strong domestic markets for Spanish specialty
steel include the food processing, chemicals, and paper industries in which
the use of stainless steel is replacing that of other materials.

1/ Metal Bulletin, Oct. 18, 1985 and Aug. 13, 1985, and Metal Bulletin Monthly,
February 1988.

2/ Metal Bulletin, May 8, 1987.

37 U.Ss. Department of State telegram, March 1988.
4/ Ibid.

5/ U.S. Department of State telegram, March 1988.
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Specialty steel 1/ - ' ' 1986 1987
Production..................% -1,000 short tons.. 1,843 ° 1,769
CapacCity. . ittt e it e, do.... 2/ 2/
Capacity utilization......... e e percent.. -2/ 2/
Exports: ’
To the U.S.......covuvunnnn 1, ooo‘short tons.. 3/ 20 13
To all other countries................. .do.... "3/ 194 141

Total...........cvviiinva e do.... 3/ 214 - 154

1/ Production and export data compiled from U.S. Department of State

telegram. Production data include ‘a larger variety of products than those
under investigation. ’

2/ Not available.

3/ Data include exports of stalnless steel plate, sheet and strip, and bar for
full year 1986.

' Sweden

In 1987, Sweden's stainless steel industry consisted of two major
groups:. Avesta AB, a producer of stainless flat-rolled products; and Sandvik
AB, a producer of specialty tubes, strip, and wire. The leading alloy tool
steel producer was Uddeholm AB.

In January 1984, the Swedish specialty steel industry announced a
reorganization leaving Avesta and Sandvik as the leading stainless producers.
Under terms of the reorganization, Sandvik agreed to concentrate on specialty
steel tubes, strip, and wire; Avesta agreed to concentrate on flat-rolled
products; and Uddeholm, once a producer of a full range of stainless steel
products, agreed to concentrate on alloy tool steel products and to sell its
other operations to Avesta. .Fagersta AB, once a leading producer of hot- and
cold-rolled stainless steel strip and wire rod, began to diversify out of
steel in 1984, and most of its stainless operatlons wére absorbed by Avesta.
The industry 1ntended to combine these operations to el1m1nate duplication and
inefficiency. 1/

Other restructuring efforts have been undertaken by Sweden's steel
industry since 1984. In mid-1985 the steel melting plant within Fagersta
Stainless (a joint subsidiary of Sandvik and Avesta) was closed, and
production transferred to the two controlling companies. 2/ In addition, new
companies producing stainless steel bars and seamless tubes were established,
taking over the production of existing works. Avesta was to acquire a
controlling share ‘in a new company that will take stainless billets and heavy
round bars from Avesta's Degerfors works and have them rolled and finished at
the Hagfors works of Uddeholm.  Sandvik and Avesta are equal partners (50
percent each) in a new seamless tube company called Ansab, which is operating
the Storfors works to produce cold-finished stalnless tubes from seamless
hollow bars and tube hollows. 3/

1/ Metal Bulletin, Jan. 13, 1984, p. 32.
2/ American Metal Market, Oct. 30, 1985.
3/ Metal Bulletin, Sept. 27, 1985.
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In October 1986, the Swedish Government approved a merger between
Finland's Ovako Oy AB and Sweden's SKF Steel, Scandinavia's two largest
specialty steel producers. 1/ The new company, Ovako Steel AB, had its first
full operating year in 1987. The merger between Ovako and SKF Steel was to
allow the two companies to undertake large new investment projects aimed at
improving product quality, developing new products required by the market, and
improving customer service. 2/

-Developments in the Swedish specialty steel industry during 1987 include
Sandvik's acquisition of the United Kingdom's TI Stainless Tubes. According
to a Sandvik spokesman, the acquisition was necessary to keep pace with major
Japanese producers. 3/ Fagersta Stainless AB, which produces stainless wire
rod, drawn stainless wire, and stainless strip is investing in a new wire rod
mill to strengthen its market position. The mill is expected to be fully
operational by spring 1991. 4/

Two of Sweden's specialty steel producers entered into business
agreements with U.S. firms during 1985. Avesta was granted exclusive rights
by Armco's specialty steel division to produce certain grades of cold-finished
stainless steel bars. Armco continues to serve some customers directly from
its mills; however, Avesta became Armco's exclusive mill depot for
smooth-turned cold-finished round bar products of certain stainless grades.
Avesta Stainless is based in New Jersey and serves over 400 steel service
center depots in the United States. 5/ '

No data are available on production, capacity, or capacity utilization in
Sweden's stainless steel industry.

United Kingdom

The British stainless and alloy tool steel industry consists of British
Stainless Corporation, a division of state-owned British Steel Corporation,
and approximately six private-sector firms, which are members of the British
Independent Steel Producers Association (BISPA). British Stainless is by far
the largest producer of stainless steel in the United Kingdom, whereas alloy
tool steel is produced in smaller quantities by a limited number of firms.
Many stainless and alloy tool steel producers discontinued operations in the
early 1980's citing the pressures of foreign competition. 6/ In 1985, after
several years of negotiations between British Steel Corp. and engineering
group Guest, Keen, and Nettlefold (GKN), an agreement was reached to merge
their respective specialty-steelmaking activities into a new jointly owned
company called United Engineering Steels Ltd. (UES), which began operations in. -
April 1986. UES is an independent private sector company that has been formed
into four independent 'self standing™ operations - Rotherham Engineering

1/ These companies produce low-alloy specialty steel, much of which, such as
bearing steel, is not subject to this investigation. :

2/ Metal Bulletin, February 17, 1987.

3/ Metal Bulletin, December 7, 1987.

4/ Wire Industry, November 1987.

5/ Metal Bulletin, Dec. 17, 1985.

6/ Financial Times, Mar. 26, 1984, p. 26.
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Steels, Stocksbridge Engineering Steels, Brymbo Engineering Steels, and United
Engineering and Forging - each of which is responsible for its own
profitability and customer relations and developing new market opportunities
in home and export markets. 1/ During the course of the merger negotiations,
much excess production capacity was eliminated, with further rationalization
of operations targeted. 2/ The plan for the new venture, drawn up under the
code name "Project Phoenix," was the biggest initiative taken in the United
Kingdom's steel industry since 1980. 3/

A number of British steel producers have announced plans to move into
stainless bar production in an effort to. regain a bigger share of the British
stainless bar market, which has experienced significant import penetration
despite improved demand in 1987. The improvements resulted from higher
activity levels in the general engineering sector and a less depressed
petro-chemical sector. 4/ Companies which have announced plans to move into
stainless. bar production include Glynwed International's Steel Division, which
is preparing to begin stainless steel bar production at a number of its
plants, and British Steel Corp., which announced plans to install a new
horizontal billet caster with an annual .capacity of 25,000 tons at one of -its
facilities in an effort to establlsh 1tse1f as a. competltlve producer of
stainless bar and rod. 5/ SN :

The U.K. tool steel industry has experienced both increased import
penetration (in its domestic markets) and declining domestic demand over the
past several years. Import competition varies depending on the grade of tool
steel, but it is most prevalent in the six or seven principal grades. 6/ -

U. K production of the specialty steel products subject to 1nvestlgat1on
increased an estimated 5 percent from 239,000 short tons in:1986 to an
estimated 250,000 short tons in 1987, as shown in the following tabulation.
The data reflect a continuation of the positive trend in demand for flat
products which resulted from growth in demand for consumer goods and an
improvement in capital investment in the nuclear industry and. the
petro-chemicals industry. 7/

/ Metal Bulletin, Apr. 29, 1986.
/ Metal Bulletin, Jan. 17, 1986, p. 19.

/ U.S. Department of State telegram, Feb. 1986.
4/ Metal Bulletin, October 15, 1987.
/
/
/

Metal Bulletin, Dec. 23, 1986 and Jan. 16, 1987.
Metal Bulletin Monthly, February 1988.
Metal Bulletin, June 16, 1987 and July 6, 1987.
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Specialty steel : 1986

1987

Production 1/................ 1 000 short tons.. 239 2/ 250
Capacity..... e e et ie e e e do.... 3/ 3/
Capacity utilization.................. percent.. 3/ 3/

Exports:

To the U.S................. :.1,000 short tons.b' 12 3/
To all other countries................. do.... 33 3/
Total /

................................ do.... 45 3

1/ Data cover stainless steel plate, sheet and strip, bar, wire rod and alloy
tool steel and are compiled from U.S. Department of State telegram, March 1987.

2/ Estimated by staff of the U.S. International Trade Comm1551on
3/ Not available.

West Germany

There were two major producers of stainless and alloy tool steel in West
Germany in 1987; Krupp Stahl AG, a producer of a full range of specialty steel
products and Thyssen Edelstahlwerke AG, a subsidiary of Thyssen AG and a
producer of a wide range of specialty steel products. Thyssen and Krupp are
among the world's largest stainless and alloy tool steel producers. In recent
years, Thyssen Edelstahlwerke has increased its alloy tool steel production to
nearly 50 percent of total  company production from only 27 percent of
production in 1977. Thyssen Edelstahlwerke 'is now one of the largest
producers of alloy tool steel products in the Western world. 1/

West Germany's production of stainless and alloy tool steel products
remained relatively stable at about 1.5 million short tons during 1986-87, as’
shown in the following tabulation:

Specialty steel ‘ - 1986 - 1987
Production 1/................ 1,000 short tons.. 1,499 2/ 1,471
Capacity......coviiiiiiiii it do.... 3/ 3/
Capacity utilization.................. percent.. 3/ 3/

1/ Data compiled from U.S. Department of State telegram.

2/ Estimated by staff of the U.S. International Trade Commission on the basis

of data compiled from U.S. Department of State telegram.
3/ Not available.

1/ American Metal Market, Feb. 2, 1987.
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