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Purpose and Scope of Report -

On July 9, 1992, at the request of the Committee
on Ways and Means, U.S. House of Representatives,
the United States International Trade Commission

(USITC) instituted investigation No. 332-327; Steel -~ -
Semiannual Monitoring Report, under section 332(g)

of the Tariff Act of 1930 (19 U.S.C. 1332 (g)).-The
purpose of this investigation is to provide semiannual
monitoring reports to the House Committee on Ways

and Means concerning the status of, and prospects for,

the U.S. _steel industry in the post-Voluntary- -
Restraint-Agreement (VRA) competitive environment,

from January 1991 through December 1994.

The. series of reports, to be submitted over a 3-year
period beginning in September 1992, consist each year
of two semiannual reports (to be submitted in April
1993, 1994, and 1995 and September 1992, 1993, and
1994) that analyze global industry trends and
competitiveness issues and provide key product trade
information. Each of the six reports contains detailed
U.S. trade information (for instance, data by product
and key country suppliers and/or markets), a summary
of changes in U.S. trade flows, highlights of recent
major developments in the U.S. steel industry, and
selected international steel industry comparisons.

Each of the September issues of these reports
contains a short analysis of country and regional
industry developments and competitiveness issues,
such as environmental regulations, technological
developments, and globalization. Each of the April

issues focuses primarily on developments and
conditions in the U.S. industry and highlights
significant ~ developments in  the  industry’s

competitiveness during the post-VRA period. The
calendar-year data that form the basis for this analysis
are gathered by questionnaires requesting information
on industry-operating performance and competitive
factors (for instance, capacity, production, shipments,
financial operations, capital expenditures and R&D,

* technology, and environmental expenditures) sent to all
raw steel producers! as well as to selected steel
processors.2

1 Raw steel (or crude steel) is produced through the
“integrated process” by refining iron (that has been
produced in a blast furnace) together with coke (that has
been produced in a coke oven) into steel; through the
scrap-based process (melting steel scrap in an electric arc
furnace);- or through a hybrid of these processes. The

April series of reports is based on data collected from all =~
producers of raw steel, irrespective of process.

2 Processors typically do not possess steel melting
capacity, but may perform other functions such as
heat-treating, rolling, or cutling to size.

Four reports have been transmitted to the
Committee to date—in September 1992, June 1993,3
September 1993, and April 1994. This report, the fifth
in the series, focuses on steel consumers’ assessments
of steel product quality and of customer service

provided by- the- domestic .steel .industry and major

global competitors. The analysis is based on data
developed from questionnaires received from 180
purchasers of steel products in major consuming
industries. The report highlights increases in U.S.
imports, investors’ .optimistic outlook for the steel
industry, steel price increases negotiated with Chrysler,
the U.S. Environmental Protection Agency’s proposed
new relationship with the steel industry, and South
Africa’s resurgence as a steel supplier to the United
States. Finally, it provides detailed breakouts on U.S.
shipments and U.S. trade for 20 major groups of steel
mill products and for certain fabricated steel products,
and .information on other recent developments in the

- U.S. industry.

Appendix A contains a more detailed overview of
the structure of this report and notes on its product
coverage and methodology. Appendices B and C,
respectively, contain the study request letter from the
Chairman of the House Committee on Ways and
Means and the notice of the Commission’s
investigation. Appendix D contains a description of the
products subject to this investigation and definitions of
certain terms. Appendix E provides the status of
antidumping (AD) and countervailing duty (CVD)
cases filed on imports of steel products and ferroalloys
since late 1991. Appendix F provides data on quality
and service rankings of the U.S. and Japanese steel
industries. Appendix G provides detailed statistical
tables on U.S. net open market shipments and steel
trade.

Product Coverage and Trade
Policy Perspective

The products covered in the Commission’s
semiannual reports were subject to import quotas under
VRAs in effect from late 1984 through March 31,
19924 The President undertook the VRA program

3 The report transmitted in June 1993 was originally
scheduled to be fransmitted in April 1993, but was
postponed to ensure that the study contained complete
survey results:

Products include carbon and certain alloy (other than
stainless or tool) steel and specialty steel (stainless and-

alloy too! steel) semifinished, plate, sheet and strip, bars - -

and light shapes, wire rod, wire, wire products, structural
shapes and units, rails and related products, and pipe and
tube product categories covered in appendix G, tables G-1
through G-37.

s qainilic] e b ;




after the USITC made an affirmative determination in
an investigation under section 201 of the Trade Act of
1974 (19 U.S.C. 2251) with respect to imports of

- certain carbon - steel products.’ “After " receiving “the -

Commission’s report on that investigation, the
President announced that he was not taking action
under section 203 of the Trade Act but instead would
negotiate bilateral restraints with steel-exporting
countries to limit U.S. imports of steel and would
enforce more vigorously the laws against unfair trade
practices.® Congress later passed'the Steel Stabilization
Act (title VII of the Trade and Tariff Act of 1984),
which granted the President authority, for the 5-year
period ending September 30, 1989, to enforce the
terms of the bilateral steel arrangements. However, this
legislation made continuation of such authority subject
to the condition that the steel industry continue to
modernize its plant and equipment and provide for
appropriate worker retraining. Specifically, the
President was required to make an annual affirmative
determination that major steel companies were
committing substantially all of their net cash flow from
steel operations to reinvestment and modernization of
their steel operations and that a certain amount of funds
was committed to worker retrainihg.7 In July 1989, the
President proposed a 2-1/2 year extension of the
program. Congress later passed the Steel Trade
Liberalization Program Implementation Act, extending
the President’s enforcement authority through March

31, 1992.8

The Steel Trade Liberalization Program called
upon the United States Trade Representative (USTR)
to negotiate Bilateral Consensus Agreements (BCA).°
Negotiations commenced during the Fall of 1989,
resulting in the successful conclusion of 10 BCAs that
covered a majority of U.S. imports of VRA-steel
products.'® As provided for in the BCAs, countries
agreed to work toward a Multilateral Steel Agreement
(MSA) that would address the underlying causes of

3 USITC, Carbon and Certain Alloy Steel Products
(investigation No, TA-201-51), Publication 1553, July
1984.

6 Executive Communication 4046, Sept. 18, 1984
(H. Doc. 98-263). ,

7 Public Law 98-573, Oct. 30, 1984, (98 Stat. 3043).

8 Public Law 101-221, Dec. 12, 1989, (103 Stat.
1886) (19 U.S.C. 2253 note). )

9 Such agreements were authorized consistent with -

- -~~~ ~section 8037 6f the Sieel Import Stabilization Act, 19

U.S.C. sec. 2253 note, as amended by section 2(b) of the
Steel Trade Liberalization Program Implementation Act,
Pub. L. 101-221, 103 Stat. 1887.

10 BCAs were concluded with Australia, Austria,
Brazil, European Union (formerly known as the European
Community), Finland, Japan, Korea, Mexico, Trinidad and
Tobago, and Yugoslavia.

unfair trade in steel by eliminating tariffs, such
nontariff measures as quotas, and most subsidies in the
steel sector. The United States and 34 other countries

“took " part in hegotiations for a MSA as part of the

Uruguay Round negotiations under the auspices of the
General Agreement on Tariffs and Trade (GATT). The
MSA negotiations were suspended on March 31, 1992,
the same day that the VRA program expired.
Negotiations, resumed in December 1992, reached no
agreement in time to become part of the Uruguay
Round package.!! Since the end of the VRAs, the U.S.
industry has filed petitions under the U.S. antidumping
and countervailing duty law with respect to many
imported steel products once covered by the VRAs,
including wire rope, bar, steel rail, pipe and tube,
flat-rolled products, and other steel products.

Improved compctitiveness, a weaker dollar, -and
better access to forcign markets have enhanced the
U.S. steel industry’s export activities since the
mid-1980s. These issucs are discussed in this series of
reports based on questionnaire responses and anecdotal
information which suggest that ‘U.S. steel producers
have made a strong cffort to develop new-export
markets. Steel firms responding to the Commission’s
annual survey (published in April 1994) reported
viewpoints on -the relative importance of nontariff
barriers and government policy factors that may affect
their ability to expand exports.!2

Organization of Report

This introduction is followed by a series of figures
and tables that provide highlights of U.S. and
international steel industry consumption and trade.
Within U.S. Steel Industry Highlights, table 1 presents
key U.S. steel industry performance indicators for the 3
years ending in 1993 and the first 6 months of 1993-94,
and figures | to 4 identify monthly trends in U.S. steel
shipments, imports, exports, and import penetration.
Within International Production, Consumption, and
Trade, figures 5 and 6, and tables 2 through 5 highlight
the geographic distribution of world steel production
and apparent consumption; these tables are also
provided to identify average annual import and export
trends for various countries and country groups Over
20-year period. The section on Recent Steel Industry

.Developments highlights major events affecting both

11 The effect of the Uruguay Round on steel trade is
addressed in USITC, Steel Semiannual Monitoring Report.
Publication 2759, Apr. 1994, pp. 9-10.

12 For a discussion of steel trade rules under lhq
Uruguay Round, and for further explanation of bamicrs 10
expanding U.S. steel exports, see USITC, Steel

*Semiannual Monitoring Report, Publication 2759, Apr.

1994, pp. 9-10. ,




the U.S. and foreign steel industries. The Special Focus
section examines customer assessments of current
levels of steel product quality and service provided by
the U.S. steel industry, and improvements in quality
and service during 1990-94; this information is based

* == - primarily on data submitted by consuming industries in
response to gquestionnaires ‘of “thé "USITC, ~and— -

comparisons are provided with comparable customer
-assessments during 1985-90. These data are detailed in
tables F-1 through F-26. The section on Recent Trends
in U.S. Trade explains principal product category shifts
. in U.S. trade flows reflected by statistical tables
contained in appendix G, fables G-1 through G-37.

Wherever possible, separate data are presented for
carbon and certain alloy steel and for stainless and

alloy tool steel.’m

13 In genera] stamless and alloy tool steels are hxgher
valued products manufactured by firms that are small in
__comparison with the maJor carbon steel producers. The

higher valiied product -is-a-function. of higher raw material _

costs and of the relatively greater capital investment
required for special plant and equipment used to refine
and further process stainless and alloy tool steel products.
In the past, producers of carbon steel have petitioned
separately from producers of stainless steel for import
relief under US antidumping and countervaxlmg duty

laws.
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Zieel: U.S. raw steel production, capacity utllization, continuous 6astlng ratio, employment, wages, shipments, Imports, exports,
pxerent open market consumption, net sales, and net Income, 1991-93, Jan.-June 1993, and Jan.-June 1994 |

Iy
Syt

1
1
|
1
1
I
|
'
; ‘ ‘ Jan.~June
1
, 1991 _ 1992 1993 1993 | 1894
1 Raw steel; | l
I Production _S],OQO ShOMEONS) .« .oiimeieeniieeiiie i aeaaenaiaaaceaaaas 87,896 91,601 97,877 © 47,828 48,429
. Capacity utilization (Percent) .........c.cevieriiniiiiiiiiiiiieiiiieiaann. . 81.0 - 89.1 829 90.3
| _ Continuously Cast (DOICONMN .....c.veereetnnnnanaaaeneeeneaaneeneeannnn. . 822 . 857 85.0 | 88.8
| Emy &o 11mz;‘lnt(;(‘)m ‘ ‘ ! 2
‘ ota L000) ... iieiiceiisensannssnncnnns et teciccicasenasaereenan 250.1 238.8 2395 | 230.4
I Productionworkers (1,000) ........ciiuiinueierieeeeannannesenacaanens . 188.7 182.0 1824 | 2173.4
' & Hoiurly employment costd ... .. it iiiiaciactinacaaanan . 29.57 31.89 31.63 ‘I - 31.37
1 Steel: !
,  Open market shipments4 (1,000 shorttons) .........cceeeeeeeiinennnaannn- 82,354 88,400 44,482 | 46,896
¢ lmporis g,pao SPHOMEONS) < e e e e e ote e es e et te e s aasraaannn : 17,781 . 20,394 8,610 ! 14,231
1 Exports {1,000 ShOMt1oNS) ......civecieeceeenenannnnnn 4,546 4,288 - 2452 ! 2,045
| Apparent open markst consumption® (1,000 short tons) . .. ceen .- 95,588 104,506 50,640 | 58,082
1 Ratio of imports to open market consumption (percent) ............ ¥ 18.6 19.5 17.0 | 24.1
' Export-shipment ratio (Percent) .. ....coveeemeneeiiriieaannanens . 55 4.9 55 4.4
¢ Steel financial operations: . N
Net steel sales (milliondollars) ............... ..o .. ..., e eeeaneenan 26,900 30,700 7,220 | 7,949
Net operating income® (milliondollars) .......... ..ol (2,072) : (3,838) (111 (119) , 254
Ratio of income to net operating income (percent) ......ccoeeveveeniennnn. (7.5) -{(14.3) . . (0.4) (1.6) . 3.2
; ;hesa figures represent employment in Standard Industrial Code (SIC) 331. See Appendix A for further information on data coverage. |
reliminary. I

3 Total smployment costs (including bensfits) of employees recsiving wages. |
4 Data on captive consumption are not available. Apparent open market consumption is the sum of open market shipments plus imports minus; exports.
5 This represents operating income on steel operations. First quarter 1993 and 1994 are the most recent data available. Figures are for reporting companies

only, which accounted for about 68 percent of the industry’s total raw steel production in 1993.

S | - , i
Source: Compiled from data of the American Iron & Steel Institute and from official statistics of the U.S. Department of Commerce and the U.S. Department of* -
Labor (Bureau of Labor Statistics). ' ‘ '

i
T
|
I
|
i
i
T
I
|
|
i
|




e e e e e

Hﬁﬁwwfﬂ TFTINDYHES AN IR IR r%:—mownii[tmge ’

Figure 1

U.S. average monthly open market steel shipments,
1989-93, and monthly open market steel shipments,
July 1993-June 1994
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Figure 3
U.S. average monthly steel exports, 1989-93,
and monthly steel exports, July 1993-June 1994
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Figure 2
U.S. average monthly steel imports, 1989-93,
and monthly steel imports, July 1993-June 1994
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Figure 4

U.S. average monthly open market steel import
penetration, 1989-93, and monthly open market
steel import penetration,! July 1993-June 1994

Percent
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Timport penetration is the ratio of imports to apparent open market consumption. Apparent open market consumption is :
the sum of net open market shipments (data for captive consumption are unavailable} plus imports minus exports. ;

Source: Compiled from data of the AISI and from official statistics of the U.S. Department of Commerce.
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Figure 5 Figure 6 :
Raw steel: Geographic distribution of world Raw steel: Geographic distribution of world
production, 1993 apparent open market consumption, 19926
Central/Eastern Europé’ Central/Eastern Europe * Latin ,
> .
European 41%  Latin America' European 2.2% / QT%”Ca
- Union®. ey . 60% __ Unior® .
18.3% All others 18.6% - wthg.r&/; R

8.5%

United China
States Former 11.7%
12.0% U.S.S.R.
15.9% -
~&/ Japan
Other , 1.7%
Asla/Oceana* -Other A :
12.1% Asia/Oceana
China 14.8% .
12:2% United
: . Rk » . : States 13.9%
Total : 799.5 million short tons Total : 794.6 million short tons

1 ncludes Mexico, Central America, South America and the Caribbean (including Cuba).
2 Includes Albania, Bulgaria, Czech Republic, Slovak Republic, Hungary, Poland, and Romania.
3 Formerly known as European Community. -Inciides former German Democratic Republic.
. 4 All Asian countries except Japan and China. Includes Australia and New Zealand.
5 Includes Canada, other Western Europe, Africa, and Middle East.
8 Data for 1992 are the most recent data available.

Note.—Data do not add to the total shown because of independent rounding.
Source: Calculated from statistics of the International Iron and Steel Institute.

Table 2
Raw steel: Production by regions and by selected countries, 1993, Jan.~June 1993, Jan.—June 1994,

and percent change Jan.—June 1993-1994

Jan.-June! Percent change
Jan.-June
Region/country 1993 1993 1994 1993-1994
L — 1,000 short tons —

EU-122 . ... 146,008 74,944 77,179 3.0
Japan.......oocieeiiii, 109,808 56,499 51,865 (8.2)
Former Soviet Union ........ 105,477 56,458 42,005 (25.6)
China ..... e, 97,748 48,371 51,247 5.9
Other Asia/Oceana® ........ 96,450 38,851 39,909 2.7 ‘
United States* ............. 95,890 47,758 48,487 1.5
Latin America® ............. 37,699 18,413 19,378 5.2 |
Central/Eastern Europe® . ... 32,771 : 15,070 16,326 8.3
Other Western Europe’ ..... 28,251 13,509 14,277 5.7
Africa/Middle East® ......... 23,448 10,976 11,172 1.8
Canada? .................. 15,903 ’ 7,923 7,653 (3.4)
Mexico? ... ...t 10,070 © 4,946 5412 9.4

Total ..... e 799,523 393,718 384,910 : 2.2)

' Data cover only those countries for which mid-year production data were available. Regional mid-year totals
may not be comparable with full year totals. .

2 Formerly known as European Community. Includes former German Democratic Republic.

3 Excludes China and Japan.

4 Member of North American Free Trade Agreement (NAFTA).-

5 Excludes Mexico. Includes Central America, South America, and Caribbean countries (including Cuba).

8 Includes-Bulgaria, Czech Republic, Hungary, Poland, Romania, and Slovak Repubilic.

7 Includdes Austria, Croatia, Finland, Macedonia, Montenegro, Norway, Slovenia, Sweden, Turkey, Serbia;and - - - - -
Switzerland.

8 Includes Algeria, Egypt, Iran, Libya, Nigeria, Qatar, Saudi Arabia, South Africa, Tunisia, and Zimbabwe.

Source: Based on data supplied by the International fron and Steel Institute.
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Table 3
Raw steel: Average annual productlon, by specified countries/regions, by specnfled B-year .

periods, 1959-93

Principal steel-

e - -~ ~- producing. - . . __
United European developin 29
Period States Union-121 Japan countries total
Quantity (million short tons)
1959-63 .............. 99.67 106.17 27.80 22.43 384.95
1964-68 .............. 130.26 131.53 56.83 29.53 - 526.75
1969-73 .......... ... 135.45 162.24 105.88 43.63 '677.36
1974-78 . ............. 130.55 162.52 117.14 62.47 752.88
197983 ... ..t 105.55 150.81 114.98 . 94.10 . 766.75
1984-88 .............. 90.29 145,53 113.17 132,63 806.40
1989-93 ...l 94.49 150.31 115.86 180.76 823.34
World production (percent)
1959-63 .............. 25.89 27.58 7.22 5.83 100.00
1964-68 .............. 24,73 24.97 10.79 5.61 ° 100.00
1969-73 .............. 20.00 23.95 15.63 6.44 100.00
187478 ......... ..., 17.34 21.59 15.56 8.30 100.00
197983 ...l 13.77 19.67 15.00 12.27 100.00 °
1984-88 .............. 11.20 18.05. 14.03 16.45 100.00
1989-93 .............. 11.48 18.26 14.07 21.95 100.00 -

1 Formerly known as European Community. Includes former German Democratic Republic.
2 Includes Brazil, People’s Republic of China, India, Republic of Korea, Mexico, and Taiwan.
Source: Calculated from statistics of the International Iron and Steel Institute and from the United Kingdom iron and
Steel Statistics Bureau. :

Table 4
Steel mill products Average annual exports, by countries/regions of origin, by specnfled 5-year

periods, 1973-921

Principal steel-

. - producing
United European developi ng World
Period States Union-122 Japan countries Other total
Quantity (1,000 short tons) .
1973-77 ..o.onann. 3,612 62,718 34,252 2,777 31,343 -134,702
1978-82 ........... 2,886 70,775 32,695 8,427 39,589 154,372
1983-87 ........... 1,049 73,677 32,684 16,565 51,434 175,409
1988-92 ........... 4,317 80,287 . 21,199 26,612 55,923 188,388
World exports (percent) .

1973-77 ... oon e 27 - 46.6 25.4 2.1 23.3 100.0
1978-82 ........... 1.9 45.8 21.2 5.5 25.6 100.0
1983-87 ........... 0.6 42.0 18.6 9.4 29.3 100.0
1988-92 ........... 23 42.6 11.3 14.1 20.7 100.0
Exports’ share of shipments (percent) 4 ;
1978-77 ..o, 3.7 47.9 33.7 6.6 6 231
1978-82 ........... 3.4 55.4 31.6 12.0 16.6 24.7
1983-87 ........... 1.5 61.5 31.5 17.0 19.6 26.9
1988-92 ........... 5.0 57.3 19.0 17.7 20.6 248

1 Data for 1992 are the most recent data available.
formerJmeown as European_Community. _Includes all .12 countries forallyears.. . . - . - - . _ .. __ ...
3 Includes Brazil, People’s Republic of China, India, Republic of Korea, Mexico, and Taiwan.

4 Derived by the staff of the U.S., international Tradé Commission,

5 Not available.

Note.—Data may not add to the total shown because of independent rounding. ‘

Source: Calculated from statistics of the International Iron and Steel Institute and from the United Kingdom Iron and
Steel Statistics Bureau, except as noted.

‘World




INTERNATIONAL PRODUCTION, CONSUMPTION, AND TRAJE /«m ‘
Table 5 ' |
Steel mlll products: Average annual imports, by countneslreglons, by specified 5-year periods,
1973-921 ,
Principal O
steel- . .
producing N
T =--—--—--— United . __ European developing World
Period States Union-122 Japan =~ countries® ~—-Other-— - _total. _ . ___

Quantity (1,000 short tons)

1973—77 ........... 15,020 42,566 206 12,160 - 64,689 134,641
1978-82 ........... 17,860 45,450 1,446 16,357 73,936 155,049
1983-87 ........... 21,401 48,034 3,955 24,363 75,089 - 172,842 ,
1988~-92 ........... 17,733 66,518 8,069 24,418 - 73,218 189,957 j

World imports (percent) !
197377 .ooivns . 1.2 31.6 02 9.0 48.0 100.0
1978-82 ..... e 11.5 29.3 0.9 10.5 47.7 100.0
1983-87 ...t 12.4 27.8 2.3 14.1 43.4 100.0
1988-92............ 9.3 - 35.0 4.2 12.9 38.5 100.0 .

Imports’ share of apparent consumption of finished steel (percent)

197377 ... ... 138 38.5 0.3 23.6 26.4 © 2341
197882 ............ 17.7 44.4 2.0 . 20.9 27.1 247
1983-87 ............ 23.7 " 510 53 23.2 26.3 - 26.6
1988-92............ 17.7 52.6 8.2 16.5 254 25.0

-1 Data for 1992 are the most recent data available.
2 Formerly known as European Community. Includes all 12 countries for all years Includes intra-EU trade.
3 Includes Brazil, People’s Republic of China, india, Republic of Korea, Mexico, and Tanwan

Note.—Data may not add to the total shown because of independent rounding.

Source: Calculated from statistics of the International tron and Steel Institute.
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Steel Imports Show Strong
Growth in First Six Months of
1994 |

Increased business activity and rising prices in the
percent to 14.2 million tons) during January-June 1994
compared with the same period in 1993. These imports
accounted for 24.1 percent of U.S. apparent open
market consumptionl4 of steel during January-June
1994, a significant increase from their 17-percent share
in the year earlier period. U.S. exports declined by 17
percent (to 2.0 million tons) between the year-to-date
periods (the ratio of exports to shipments also declined,
to 4.4 percent). Increased imports during 1994
represent a continuation of a rising trend that began in
'1992 concurrent with increased business activity in the
United States. _

Most of the overall increase in U.S. imports was
accounted for by increased imports of carbon and
certain alloy steel semifinished and flat-rolled
products, which together increased 82 percent to 9.8
million tons. Semifinished steel products are used by
steelmakers to produce all downstream steel products;
increased import demand for these products has been
driven by domestic firms whose installed rolling and
finishing capacity exceeds steel melting and casting
capacity; or who wish to alleviate bottlenecks caused
by planned equipment outages.!> Improved business
conditions in consuming industries also generated
higher imports of flat-rolled'steel products (consumed
by producers of automobiles, machinery and
equipment, and appliances), wire rods (automotive and
construction), and pipe and tube (construction). For
more detailed discussion of these trends and country
sourcing patterns, see Recent Trends in U.S. Trade
(page 31).m

Charles Yost
202-205-3432

Investors Turn Bullish on Steel
Industry Performance

Cautious optimism, a marked improvement over

previous years, describes current industry and investor

14 Apparent open market consumption is calculated as
the sum of domestic net open market shipments (data on

shipments- for- captive consumption are not available), plus )

imports minus exports.
15 Ror further description of uses, see USITC, Industry
and Trade Summary: Semifinished Steel, Publication 2758,

Mar. 1994, pp. 11-12.

perceptions of the financial health of the U.S. steel
industry. According to business journal analysis and
sentiménts expressed at recent industry meetings, the

“o”.word (for growth) has returned. to steel’s
vocabulary following more than a decade of
retrenchment and market difficulties.!® Steel stocks

outperformed the S&P industrials index by 25 percent

during September 1992-April 1994, according to one
Wall Street analyst, suggesting broader-based
institutional-and other investor interest in steel stocks;
also, the number of institutional investors involved in
the U.S. steel industry reportedly has approximately
doubled to 50 in recent years.? Increased trading
turnover on stock exchanges, and the demonstrated
ability of companies to issue new debt and equity also
reflect the confidence of investors. Since the beginning
of 1993, over two dozen new issues (including private
placements and initial public offerings, which usually
signal new market entrants or successful restructuring)
were floated, and more than $3.7 billion in new equity
and $1.4 billion in new debt has been raised.!® Steel
companies have used the proceeds to fund pension
plans and capital improvements, undergo restructuring,
reduce debt and debt service, and in the case of one
company, to pay judgements rendered against its
former railroad subsidiary relating to antitrust
litigation. Many of these developments are examined
in greater detail in the most recent report covering the
Commission’s annual survey of steel producers.1?

Investors cite as reasons for optimism revived
demand from steel consuming industries, as shown in
higher steel shipments, increased prices, recent
improvement in profitability for most industry
members,?0 and the restructuring and modernization of

16 peter Scolieri, “AISI Gets Rosy Forecast for *95,”
American Metal Market, May 26, 1994, p. 3; also, Peter
Scolieri, “In Steel, Growth’s the Word,” American Metal
Market, May 26, 1994, p, 1. .

17 Mitchell Hecht, “Investment Banker Looks-at
Steel,” American Metal Marker, May 20, 1994, p. 14.

I8 peter Scolierd, “Steel Stocks Bring in More Than
$3.5 Billion,” American Metal Market, May 2, 1994, p. 1.

19 For further information, see USITC, Steel
Semiannual Monitoring Report, Publication 2759, Apr.
1994,

20 Data, based on reports from cormpanies accounting
for approximately 68 percent of U.S. raw steel production
presented earlier in table 1, indicate net operating income
improved significantly between-1992 and 1993, although
it was still negative in 1993, This differs from more
comprehensive data presented in USITC, Steel Semiannual
Monitoring Report, Apr. 1994, pp. 31-32, which show that
the integrated, minimill; and specialty steel segments of
the domestic industry recorded a combined operating
profit in 1993 of $1.7 billion, but confirms the 1992-93

~ improvement (these -3 segments recorded a loss of $205.6

million in 1992). Such improvement at the operating level
reportedly has continued during the first half of 1994.
See, George J.- McManus, “Steelmakers Improve Profits
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the industry. Capital investment reportedly exceeded
$30 -billion during 1980-92,2! resulting in increased
competitiveness in terms of streamlined production,

reduced costs, and increased- productivity, as- well-as-—- - -

improved product quality and mix for the industry.
Most companies also reorganized business units
resulting in increased accountability; the separate
business units are responsible and accountable for their
own marketing, production, and financial performance,
and responsiveness to customer demands. Also, steel
producers believe that improved product quality has
allowed them to hold, expand, and recapture market
share from competing materials.22 Technological
improvements have enabled the development of new
steel alloys that weigh less and perform better than the
grades they replace (one stee] company -executive
estimated that 50 percent of the stee]l grades in
common use today did not exist 5 years ago).23 Recent
marketing efforts made by U.S. steel producers have
focused on expanding the use of steel framing in
residential  construction, supplanting prestressed
concrete’ with steel in short-span bridges, meeting the
competitive challenge of aluminum in automobiles,
and reclaiming market share in beverage containers.

One industry analyst suggests that a cyclical
improvement and secular recovery are underway in
metals on a worldwide basis; this suggests rising
overall demand and more intensive use of steel.24 As a
result of expanding consumption in the United States
and abroad, market growth is mentioned as a
possibility—following many years of retrenchment.
Prices for steel products have increased since the
beginning of 1993,25 and apparent steel consumption

-20—Continued .
Despite Bad Weather,” New Steel, June 1994, p. 44; and,
George McManus, “Integrated Producers Join Minimills in
Making a Profit,” New Steel, Sept. 1994, p. 64.

21 David H. Hoag, Chairman of the American Iron
and Steel Institute and Chairman and Chief Executive
Officer of LTV Corp., address to AISI's general meeting

.in New York, May 18, 1994.

22 The WEFA Group, Steel Industry, June 1994, p. 1;
also, Salomon Brothers, “Renaissance in the Rust
Bowl—A Guide to_Steel Producers and Processors,” May
1994, pp. 1-6.

23 David H. Hoag, “Steel Forges Ahead in
Marketplace,” speech, the annual meeting of the American

Iron_and Steel Institute, New. York, May-19,.1994.. . _ _ _.

24 Steel intensity is a measure of steel’s share of gross
domestic product (GDP). “Only the Beginning: An
Interview with Peter Marcus,” Barron's, July 25, 1994,

p. 21. i )
25 Spot prices of 8 carbon steel products surveyed
rose, ranging from about 8 percent (wide-flange beams) to

18 percent (cold-rolled sheet), with a composite average

- 12
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increased by 17 percent during January-June 1994
compared with the same period in 1993 (table 1,
presented earlier).

cyclical?6 and mature characteristics. of the steel
industry, and, generally, might mitigate the optimistic
outlook for the industry. The return’ on capital is
relatively low in the steel industry; during most of the
past decade, the return on capital has been lower than
the cost of funds and has been negative at times.
Earnings, cash flow, and liquidity are volatile,
reflecting, among other . things, the business cycle,
cost-push pressures of raw material inputs (particularly
steel scrap), and high capitalization. For many
steelmakers, residual amounts of debt remain relatively

high in proportion to assets, despite significant debt -

reduction efforts by retaining earnings, roll over of
debt to longer maturity, refinancing at lower interest
rates, or repurchase.?’ Also, costs associated with
postemployment retirement and health plans remain
high for several steelmakers. These factors have

contributed to bond rating services downgrading the -
senior debt of certain medium-sized steelmakers -

slightly between 1990 and 1993.m

Charles Yost
202-205-3432

Steelmakers Negotiate Higher
Contract Prices in Negotiations
With Chrysler

Statements by a number of -steel -mills, including
Dofasco, LTV, and U.S. Steel, indicate that major
North -American mills have successfully negotiated
higher contract prices with Chrysler for the model year
beginning August 1, 1994, Chrysler has not specified
the extent of the increase, but analysts estimate the
range from 4 to 10 percent. While spot-market prices

25—Continued
price increase of about 14 percent during January-June
1994 compared with January-June 1993, according to
Purchasing Magazine. o )
26 Steel consumption varies with changes in domestic
economic activity. A compilation of forecasts made by 18

- ~steel indastry”analysts yields a conserisus viewthat-U.5: - -

steel shipments are estimated to peak in 1995 at about
92.4 million tons, declining to about 87 million tons by
1998. Locker Associates Update, June 1994, p. 2.

27 For information on individual companies see
PaineWebber, Metal Stock Strategies, various issues, and
Salomon Brothers, “Renaissance in the Rust Bowl, May
1994.




for both domestic and imported flat-rolled stéel have
increased by up to 18 percent since early 1993, the
Chrysler contract represents the first significant
contract price increase borne by automakers.?®
Although U.S. and Canadian steelmakers gamered a
“3-pércent” contract- price <inerease in- early 1993, the. __ hazardous toxic waste are all included in this review.

recent Chrysler increase is the largest since the late

1980s. 29 1t s unclear if similar increases in automotive
contract prices will be gained by mills outside North

America.

The increases negotiated with Chrysler may
indicate that negotiations later this year with General
Motors '(GM) and Ford3? could also result in higher
prices, which may foreshadow higher prices for
appliance producers and for other long-term contract
buyers. Higher steel prices may lead to small increases
in automobile prices; steel industry sources estimate
that the Chrysler increase will raise automotive
production costs by an average of $51 per car.?!

Higher prices are likely to improve major mills’
profit outlook for 1995 and beyond; PaineWebber
predicts an 8-percent increase in profits in 1995 and an
additional 7-percent increase in 1996. Contract price
increases won by producers of sheet largely reflect
increased steel demand, and have been concluded at a
time when unfavorable exchange rates and increasing
foreign demand make U.S. automobile companies
unlikely to significantly increase foreign purchases.

Major European steel mills also raised prices to.

automotive  customers earlier this year by

_approximately 10 percent.®

Stephanie A. Kaplan
202-205-3436

Steel Industry Joins in
Environmental Initiative

The U.S. Environmental Protection Agency (EPA)
announced in July3? that the iron and steel industry is
one of six industries that will participate in an effort to
transform the current Federal environmental

28 peter Scolierd, “Chrysler Steel Deals Increase 7% to
10%,” American Metal Market, Aug. 3, 1994, pp. 1, 16.

29 Karlis Kirsis, World Steel Dynamics/PaineWebber
executive, USITC staff interview on Sept, 26, 1994,

30 Ford and GM negotiate on a calendar-year basis, in
contrast to Chrysler which negotiates on a model-year
basis,

1994, pp. 1-3.
3 United States Environmental Protection Agency,

“Browner Names Six Industries in Plan to Improve
Environmental Protection,” Press Release, July 20, 1994.

regulatdry process. Through this “Common Sense
* Initiative” (CSI), EPA is seeking to significantly
improve existing regulations and to develop proposals
for legislative reform, where needed. Regulations -and
legislation covering air pollution, water pollution, and

The CSI envisions a fundamentally “different system
that would replace the pollutant-by-pollutant approach
with an industry-by-industry approach.

The EPA envisions that the new approach will

allow companies and industries to create pollution
control strategies that are “cleaner, cheaper, and
smarter” than -those that exist under the current
regulatory framework. The plan for each. industry is to
be developed with six guiding components in mind:

e Review of every major rule and regulation
affecting the industry;

= Focus on pollution prevention instead of
remedial “end-of-pipe” approaches;

w  Simplify the collection and dissemination of
environmental data;

= [mplement strong enforcement that rewards
companies in compliance and  puts
non-compliant companies at a competitive
disadvantage;

= Improve and streamline the permitting process

to be more responsive to the public and

industry;

Encourage new technology through result-

based regulation rather than technology-based

regulation.

Through CSI, EPA seeks to replace the traditional
adversarial approach with procedures based on
consensus. EPA would utilize and expand on the
regulatory negotiation format tested in establishing
regulations for coke ovens under the 1990 Clean Air
Act Amendments. Each industry team is to. include
high-level personnel from EPA and industry, as well as
members of environmental groups, state and local

.governments, labor unions, and other interested

Federal government agencies.

Time frames for the initiative are still unknown
because the industry teams, scheduled to be.in place by
late September 1994, are still being established.
Although the EPA has indicated that it plans to
implement some of the CSI ideas over the next year,

.each industry team will set its own goals, priorities,
. work plan, and deadlines.

Steel industry officials, who consulted with the
EPA prior to the announcement of the . initiative,
maintain a high level of interest- and see it as an
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‘opportunity for more creative and cost effective ways
to meet their environmental challenges. The industry is
hopeful that the initiative will deliver on its promise of

-greater- regulatory flexibility and more -streamlined

administrative procedures.B

Mark Paulson
202-205-3429

The Resurgence of the Republic
- of South Africa as a Steel

Supplier to the U.S. Market

The Republic of South Africa (South "Africa)
continues to be the largest producer of steel on. the
African continent; largely reflecting an abundance of
relatively inexpensive steelmaking raw materials and
competitive levels of manufacturing technology.33
South Africa’s arnual steelmaking capacity of about
10.6 million metric tons in 199334 was more than
double the combined production capacity of all other
African steel-producing countries during the period.
The steelmaking potential of South Africa stems
primarily from the combined production capabilities of
Iscor Ltd. (Iscor) and Highveld Steel and Vanadium
Corporation, Ltd., (Highveld), both of which are

integrated steel producers.3> Moreover, unlike other .

African steelmakers, South Africa possesses stamless
steelmaking capacity.

Iscor, the largest steel producer, accounted for 75
percent of South Africa’s total steel production in
1993.36 This company, which produces a wide range of
carbon and alloy flat-rolled steel products (sheet, strip,
and plate, including tin plate) and profile products
(angles, shapes, and structurals) operates six
production facilities in or within proximity of South
Africa’s largest cities. Highveld, whose product mix is
essentially the same as Iscor and accounted for 10

33 Official of the U.S. Bureau of Mines, interview by
USITC staff, Aug. 12, 1994,
4 Based on information provided by the WEFA
Groug 1990, -Conquering World Steel Markets - vol. 11
T3 1993; 60.7 percent of South Africa’s total crade ~
steel output was produced by basic oxygen furnace; 39.3

" percent was produced by electric furnace.

Iscor was privatized in October 1989. Under the
terms of the privatization, the South African Government
retained 16.2 percent of the outstanding shares, limited

- foreign ownership to 15 percent, and single domestic

ownership to 20 percent.
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percent of South Africa’s total steel production in
1993, operates one production facility located in the
city of Witbank.3?

Restraint Agreements (VRAs) in late 1984, U.S.
imports from South Africa averaged around 570,000
tons annually (1983-84), representing about 2 to 3
percent of total U.S. imports. The VRA ceilings were
based on historical import levels, but in the first 2 full
years of the program (1985 and 1986), imports from
South Africa fell to approximately 430,000 and
520,000 tons, respectively. However, the imposition of
the Comprehensive Anti-Apartheid Act of 1986
(CAAA) cut off nearly the entire flow of steel imports
from South Africa. While section 5070 of the CAAA
prohibited importation of South African iron and steel,
section 5053 prohibited the importation of products
from parastatal organizations (including imports from
Iscor). Although the CAAA prohibited importation of

most steel products. from South Africa, it did allow

certain fabricated steel products, such as wire products,
and fabrcated structurals into the U.S. market.38

Imports in 1987 fell to 30,000 tons, and, from 1988 to -

1991, imports were less than 1,700 tons annually. The

largest volume of these imports consisted of wire

products, structurals, and railway-related products. In
July 1991, President Bush lifted many of the provisions
of the CAAA (Executive Order 12769), including the
prohibition against steel imports.3® U.S. imports of
steel products from South Africa then increased
dramatically—from 415 short tons in 1991 to 406,554
short tons in 1993; imports in 1994 are running close to
last year’s levels, down by only 1 percent during the
first 6 months of the year. These imports comprise
mostly carbon steel plates, sheet and strip, pipes and
tubes, and stainless steel sheet and -strip (see detailed

. trade tables in appendix G).

Since re-entering the U.S. market, Iscor reportcdly
is directing its marketing efforts toward product-
specific and/or regional markets. In particular, the
company is looking at a more favorable sales mix and
is expanding production of value-added steel products
for export purposes, including such high-tech products
as tin plate, tin-free steel, high-grade railroad rails,
seamless pipe, and wire products. These value-added

37 Ofﬁcml of the U.S. Bureau of Mines, mterVJew by
USITC staff, Aug. 12, 1994.
AEc‘o‘rdmo 0 an” indusfry official, fabricated ™
structural steel from South Africa, having received an
exemption, was used to construct a bndce in Houston,
TX.

39 The remaining economic sanctions were repealed on
Nov. 23, 1993 (Public Law 103-149). Restrictions on the
export of certain U.S. _military and paramilitary products

were removed in June 1994

Before the impaosifion of the program of Voluntary

e




products should enhance Iscor’s U.S. export potential. ~ South Africa’s only producer of stainless steel,
Highveld, which is exploring new marketing strategies, Middleburg Steel and Alloy (MS&A), in September
has also indicated its intentions to expand exports to 1991, is expanding production capacity to 500,000
the United States now that sanctions have ended.40 metric tons of hot- and cold-rolled stainless steel by
: 1996 (compared with MS&A’s current capacity of
In addition, South Africa has the potential to ' 120,000 metric tons). Because South Africa’s
7 7 "become the world’s fifth-largest- producer of -stainless-- - - production.exceeds domestic consumption, exports of
steel, after Japan, the United States, Germany, and stainless steel products to the U.S. market are expected 77| C
France. Columbus Stainless, Ltd., which took over to increase.® ‘

40 Industry official interviewed by USITC staff, : James M. Brandon
202-205-3433

Aug. 17, 1994,







SPECIAL FOCUS: U.S. STHEN

Overview

' . Quality and customer service continue to be of
increasing importance to most firms in the U.S. steel
industry and to its customers in both the United States
and abroad. Consistent improvement in quality has
become essential -t0 meet the needs of end-users

-because any_defect in. purchased steel can Jower the
efficiency of manufacturing operations or the quality of
the final product. Customer requirements that steel
bave customized characteristics or properties have
become more- common and increasingly stringent. In

“addition, improved service, including development of
closer working relationships with customers, is
essential in supplying steel on-a more competitive and
timely basis. Many global steel producers have

- achieved a significant competitive advantage in certain
market - segments over other domestic and foreign
produz,:crs by focusing on quality and service.4!

A recently-completed Commission survey of
consuming industries*? indicates that U.S. producers
have achieved sustained improvements in product
quality and customer service over the past 4 years, but
at a smaller rate of growth than during 1985-90.
However, the survey indicates that Japanese producers
remain the most highly rated. In spite of these
favorable trends noting incremental quality and service
improvement gains by U.S. steelmakers since 1990, the

perceptions of U.S. purchasers indicate that U.S.

steelmakers achieved more limited improvement since
" 1990 relative to Japan. Factors that may contribute to
these perceptions are discussed in this report.

Reasons for Quality and Service .

Improvements

Several forces have acted simultaneously to bring

about widespread efforts to improve product quality
and service within the domestic steel industry. A

A1 For a more detailed discussion of the elements that
contribute to steel product quality and customer service,

" see USITC, Steel Industry Annual Report on Competitive
Conditions in the Steel Industry and Industry Efforts To
Adjust and~Modernize, Publication 2316, Sept. 1990, pp.
36-38, and Publication 2436, Sept. 1991, p. 4-11.

42 The USITC mailed 219 questionnaires on steel
product quality and customer service and received 180
usable responses. The questionnaires were mailed to a
sample population of major purchasers of steel developed
on the basis of data provided by the U.S. Department of
Commerce’s Bureau of the Census. However, the lack of
reliable data on the size of the universe of steel

- - purchasers made it impracticable to generate a sample

JURIRQUALITY AND CUSTOMER SERVICE

primary factor .has been the increase of worldwide
competition within the steel industry and many of its
consuming industries. In .response, customers have
tightened their specifications on the physical properties
of steel, such as strength, formability and hardness, and
dimensional tolerances. . Consuming industries seek
specialized grades of steel tailored to the manufacture
of specific parts and products and demand steel of

“consistently - high—quality” in—order--to- maintain-high- — . _ ___ .

productivity in their operations. This growing
specialization has spurred a trend away from the mass
production of steel having standard chemistries and
coatings, toward the production of a wide variety of

" more technically exacting products for individual

suitable for making statistical inferences applicable to the™ ~ ~

entire population.

applications. . .

Steel consumers surveyed indicated their need for
continuous improvement in the quality of steel
products they purchase. In effect, “quality” is 2 moving
target. Considerable progress in quality has been made
during the past decade; steel mills, working with
customers and equipment suppliers, have improved
control of chemistry and microstructure, dimensional
tolerances, straightness, flatness, and surface and
mechanical properties. These enhancements in steel
quality have come about partly because of
improvements steel mills have made in controlling
process variables in melt shops and rolling mills
through automation, computerization and
measurement, and heightened worker awareness of
customer requirements.

In part, quality also measures the steel industry’s
ability to produce products of uniform (that is, less
product variability) thickness and surface finish,
dimensions, chemistry, and mechanical properties,
thereby reducing customers’ finishing and fabricating
costs. Although only a few purchasers indicated that
their formal specifications have been tightened in the
past few years, in general, many indicated that the
range of accéptable product quality has narrowed in
terms of dimensional characteristics to at least one-half
of current ASTM tolerances.#> Several consumers
indicated that they now insist on one-half tolerance,
instead of accepting the mill’s statement that it would
“aim to” produce to such tolerance.#

43 American Society for Testing and Materials
specifications for dimensional tolerances (the range of
permitted variation). Most steel rolling mills can produce
to one-half of the permitted variation, and a few are able
to produce to one-quarter,

Increasingly, steel mills or their distributors are
required to document the quality of the steel that they
ship. Several steel consumers commented in the
Commission’s survey that, if the steel quality, as
delivered, is cause for additional handling or

" manufacturing time; the cost-is charged back-to the - - -
producing mill.
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The automobile industry has been a leader among
steel consumers in tightening the quality standards for

_ more durable and corrosion-resistant steel. Elements of _

steel quality specifically emphasized by auto producers
include material thickness, coating weights, surface
roughness, and mechanical properties. Pressure to
improve product quality and customer service has
come from both traditional domestic automakers as
well as from Japanese automakers’ demands for more
sophisticated steel products to supply their
manufacturing operations in the United States. The
Japanese-owned automotive transplants (for instance,
Nissan in Tennessee, and AutoAlliance®> in Michigan)
are reportedly seeking to buy most of their steel from
U.S. mills, provided the U.S. steelmakers can supply
them with consistently high-quality steel.#6 For
example, to meet AutoAlliance’s corrosion tests, LTV
Steel, Bethlehem Steel, and Inland Steel -all had to
improve their steel’s surface smoothness and the
adherence of an organic coating to the steel 4’
Steelmakers have apparently been successful in their
efforts to. satisfy automobile producers; automakers’
reject rate for steel has fallen to less than 0.5 percent
from 8 percent a decade ago.*8

Strong competition from alternative materials, such
as plastics and aluminum, has also inspired
improvements both in the quality of existing steel

. products and in the innovative development of new

steel products. About half of the steel products
specified for use in‘today’s automobiles did not exist 5
years ago. Steelmakers have also made considerable
progress in reducing automobile weight through
improved designs ‘(for. example, laser-welded tailored
blanks)®0 that reduce the number of parts and lower
their weight, reduce tooling and fabrication costs, and
aid fuel economy. Moreover, automakers are making
more efficient use of a new generation of lighter gauge

45 AutoAllance is the 50/50 joint venture of Mazda
and .Ford Motor Co. :

46 Honda of America Manufacturing currently
purchases all of its automotive steel from U.S. producers.
Official of Honda of America, interview by USITC staff,
Sept. 26, 1994. Also, “Japanese autos: Bodies in Red,
White and Blue,” fron Age, July 1993, p. 12.

47 “Japanese autos: Bodies in Red, White and Blue,”
Iron Age, July 1993, p. 14.

. _ _“8 Reuben L..Perin, Jr., Executive Vice. President-- _ .

Commercial, U.S. Steel Group, remarks presented at Steel
Survival Strategies VIII, June 22-23, 1993, '

49 “Steel - Back in the Driver’s Seat,” Iron &
Steelmaker, Aug. 1993, pp. 5-6.

50 Tajlored blanks are patchworks of different types of
sheet steel ready to be stamped into specific body parts
and may include combinations of sheet steel of different
thicknesses, strengths, or coatings.
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medium strength steels, high-strength/low alloy steels,
interstitial-free (ultralow levels of carbon and defects

Steelmakers have also improved coatings to enhance
corrosion resistance, appearance, and weldability.52 As

. a result, numerous auto parts previously made from

such alternate materials as plastic and aluminum (for
instance, certain roofs and hoods, fuel tanks, and
fenders) have returned to steel in recent years.>3

Quality and Service Themes for
the 1990s

Steel end-users in many markets, such as the
automobile and the appliance markets, continue to be
pushed by their customers to meet more stringent
product quality standards and to provide more attentive
customer service. In response to these manufacturers’
demands for higher quality products, as well as to the
intense competition from global steelmakers, U.S. steel
producers have initiated various new strategies or
elaborated on existing strategies to improve their
performance in the 1990s. Efforts have included
extensive capital investment in new machinery and
equipment and the implementation of statistical
process control (SPC) systems and process analysis

techniques. Efforts to improve product quality extend .

from the design stage of product development (based
on close monitoring of customer needs) through' the
manufacture and shipment of final products in a timely
manner.

There have - been a growing number of

customer/supplier partnerships that have resulted in
customized products and more efficient product

" development. Improved ability to compete that can

result from these partnerships and from the efforts
underway to upgrade quality and service includes both
product innovation and enhancement (based on
advances in product design and technology), reduced
product development time, and reduced overall product
cost.34 Furthermore, established systems, such as
just-in-time  (JIT) manufacturing, whereby steel
producers and steel service centers supply customers

51 Wallace D. Huskonen, “Steel Finds a Way to
Lighten up Cars,” 33 Metal Producing, Oct. 1993, p. 53.
52 “Fine-tuning coatings and tolerances,” New Steel,

53 For example, Saturn Corp. recently announced plans
to switch to steel from plastic composites for the roofs of
its station wagons, beginning in 1995 when the 1996
models go into production. See “Saturn Switches Roof to
Steel From Plastic,” American Metal Market, Sept. 1,
1994,

54 “Five Areas Where Suppliers Can Be Your
Competitive Edge,” Purchasing, Nov. 25, 1993, pp. 6-7.

_such as_bubbles), and  bake-hardenable steels.S!

- = —Jan: 1994, pp; 3640, - -~ - S oo e o




with just enough product to meet current production
needs, have been refined in the 1990s to bring greater
benefits to customer-supplier partnering.>> The nature
of efforts to improve quality and service is increasingly
regarded as a network (more far-reaching than a
- bilateral partnership) ggcgrllgag@g all aspects of steel
production and distribution. T

A leading customer/supplier partnership is the
Auto/Steel Partnership (A/SP) formed in 1987 and
consisting of representatives from the 3 major North
American automobile producers and 11 North
American steel producers.5¢ The stated objective of the
AJSP is to improve technology, quality, and reliability
in the manufacture and application of automotive sheet
steel to ensure continued leadership for both
industries.5”7 The closer coordination fostered by the
- A/SP better enables steelmakers to anticipate and meet
the automobile industry’s needs through future product
and process development and JIT deliveries.’8

Global emphésis on product and process quality
has led to the establishment of international
quality-assurance standards, which have become more
prevalent during the 1990s. One of the leading
international standards systems is the ISO 9000 series
of standards, developed and implemented by the
International Organization for Standardization. ISO
9000; a generic quality system applicable to most
industries, establishes minimum product quality
standards that can be expanded depending on customer
‘requirements.> - Certification under the ISO 9000
system connotes a strong commitment to continuous
improvement in product quality, which in tum

strengthens a company’s perceived competitiveness in

55 Steel service centers are holding increasing amounts
of inventory as mills attempt to reduce their own
inventory costs.

56 The members of the A/SP are AK Steel Corp.,
‘Acme Steel Co., Bethlehem Steel Corp., Chrysler Corp.,
Dofasco Inc., Ford Motor Co., General Motors Corp.,
Inland Steel Flat Products Co., LTV Steel Co., National
Steel Corp., Rouge Steel Co., Stelco Inc., US Steel Group,
USX Corp., and Weirton Steel Corp.

57 Auto/Steel Partnership, “Partnership for Excellence,”

Jan, 1994.
58 “Fine-Tuning Coatings and Tolerances,” New Steel,

Jan, 1994, pp. 36-40. )

59 1SO 9000 and ISO 9004 are descriptive documents
called guidance standards. Companies register to one of .
the conformance standards only, e.g., ISO 9001, 1SO
9002, or ISO 9003, which are models for quality systems.
For further information on ISO 9000, see USITC,

Industry; Trade, - and- Technology. Review, “Emerging Focus

on Quality Systems Enhances Market Prospects for the
U.S. Instruments Industry,” Oct. 1994. Also see “ISO
9000 and the Metal Fabricating Industry,” The Fabricator,

Jan./Feb. 1993, p. 48.
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the international market.90 Registration to the ISO
9000 system is costly, however. Reportedly, companies
spend about $35,000 for basic ISO 9000 registration
fees, exclusive of such other costs as the employee
time necessary to comply with the many requirements
of ‘accreditation,5!

Many integrated steelmakers have indicated that

their products already surpass ISO standards as a result
of their baving implemented a total-quality-
management (TQM) program, causing them fo

. question the need for ISO 9000 certification. Among

integrated steel producers, Bethlehem Steel (Sparrows
Point, MD and Burns Harbor, IN facilities), LTV Steel
(Cleveland Works and 1-S Electro- Galvanizing Co.),
and U.S. Steel (Mon Valley Works) are the only mills
with an ISO 9000 certificate, although many of the
other integrated steel producers reportedly have
initiated certification efforts, largely in response. to
quality demands from the makers of automobiles and
heavy equipment.52 '

ISO 9000°s role as the ultimate authority on
international quality-assurance standards is changing.
Industry groups worldwide have proposed alterations
in ISO 9000, including more industry-specific
standards and guidelines, to reduce the possibility of
producing poor-quality products, even with an ISO

% In general, companies seeking 1SO 9000
certification hire registrars, outside quality auditors who
review a manufacturing plant’s quality standards. The
certification is generally valid for 3 years, The outside
auditors return every 6 months to re-evaluate the plant’s
quality standards. See “U.S. Steel Plants Meet Global
Standards on Quality,” Pittsburgh Post-Gazette, Jul. 16,
1994, p. 1. Registration to one or more of the standards in
the series does not mean that a company’s particular
product is registered, but rather that a company’s system
of quality standards for its processes is registered. See
“ISO 9000 - Another Fad? Or a Strategy for Success?” 33
Metal Producing, Jan. 1994, pp. 40-43.

61 “Mixed Reviews for ISO 9000,” New Steel, Feb.
1994, pp. 40-43; and “U.S. Steel Plants Meet Global
Standards on Quality,” Pittsburgh Post-Gazette,

July 16, 1994, p. 1. Among Japan’s integrated steelmakers,
long regarded as suppliers of high-quality steel, the
following facilities are registered to ISO 9000: Asahi
Industries (Saitama plant); Daido Steel (Hoshizaki,
Kawasaki, and Shibukawa plants); Kawasaki Steel (Chiba,
Chita, and Mizushima plants); Nippon Steel (Hikari,
Kimitsu, Nagoya, Oita, Tokyo, and Yawata plants);
Nisshin Steel (Hirohata and Sunan plants); NKK
(Fukuyama and Keihin plants); Sanyo Special Steel
(Honsha plant); and Sumitomo Metal (Kashima, Kokan,
and Wakayama plants). Information (dated June 30, 1994)
provided by Japan Steel Information Center, New York,

New York to USITC staff.

62 “Mixed Reviews for ISO 9000,” New Steel, Feb.
1994, pp. 40-43. ISO 9000 certification indicates that a - -
company consistently follows internationally recognized
procedures for ensuring quality, but it does not absolutely
ensure that a quality product will be produced.




- 9000 program in place.%3 Many of these proposed

industry-specific systems base their requirements on
the ISO 9000 series” of standards. For -example;
Chrysler, Ford, and General Motors are releasing a

‘single new set of requirements that define their quality

system expectations for internal and external suppliers
of parts, materials, and services. The program, known
as “Quality System Requirements,” is designed to be a
harmonization of Chrysler’s Supplier Quality
Assurance Manual, Ford’s Q-101 Quality System
Standard, and General Motors’ North American
Operations Targets for Excellence and General Quality
Standard for Purchased Materials in Europe. The new
quality system will supercede the previous quality
programs of each of the three companies. The
conformance standards of ISO 9001 (one of the models
for the quality systems under ISO 9000) constitute the
foundation for the new standard with supplemental
quality system requirements added by the three
automobile producers.%*

Recent refinements in quality-improvement efforts
include the concept of “return on quality” (ROQ),
developed to help companies ensure that the quality
offered is the quality customers require and are willing
to pay for, and that also yields positive financial
results.%5 For the most part, efforts to improve steel
product quality have resulted in more -efficient.
production operations and improved profits. However,
a lack of customer focus in determining quality needs
may at times make the emphasis on quality, although
well-intentioned, almost ineffective for customers and
can fail to result in improved sales, improved margins,
or increased market share. The push to. meet
increasingly demanding quality standards can detract
from a company’s ability to retain customers if the
standards diverge from actual customer needs. ROQ
focuses on quality efforts most likely to improve
customer satisfaction at a reasonable cost.

U.S. Producers’ Current Status

In order to evaluate the quality and customer
service improvements made by domestic producers and

the Commission surveyed different groups of steel

63 “Mixed reviews for ISO 9000,” New Steel, Feb.
1994, pp. 40-43.

64 “Big Boost for I1SO 9000,” 33 Metal Producing,
Aug. 1994, p. 5.

65 “Quality: How To Make It Pay,” Business Week,
Aug. 8, 1994, pp. 54-59. .
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purchasers.®® The purchasers surveyed were essentially’

those who were canvassed in the Commission’s

" - “previous surveys -on— steel- -quality: and customer-
service.57 Purchasers were asked to assess both the -

degree of improvement in overall U.S. quality and
service since 1990, and the level of existing quality and
customer service of U.S. steel producers in 1994.
About 70 percent of steel purchasers responding to the
Commission’s questionnaire noted improvements in
overall product quality and customer service by U.S.
steel producers during 1990-94.

- Evaluation by T'ype'of Product

The extent of perceived improvements varied by

product group, by quality factor, and by type of service .

provided. Steel purchasers reported that producers of

carbon plates,  sheets, and strip achieved the greatest’

degree of improvement in overall quality and service
between 1990 and 1994 based on the high degree of
perceived “limited-to-significant” rankings of quality
improvement reported by 81 percent of purchasers and
range of service improvement reported by 75 percent
of purchasers (table 6).98 Furthermore, indications by
purchasers of little or no improvement in this product
group were relatively low. Dimensional quality of
these products, along with technical assistance service,

66 The principal consuming groups identified in the
tables and figures throughout this section are categorized
by standard industrial code (SIC) as follows: metal cans
and containers (SICs 3411, 3412); fabricated structural
metal products (SICs 3441-3449); metal ,
forgings/stampings (SICs’3462-3469); nonelectrical
machinery and equipment (SIC 35); appliances. (SIC 363);
electrical equipment (SICs 361, 362, 364, 365,.366, 367,
369); automotive (SICs 3711, 3713, 3714); other
transportation (including aircraft and parts, shipbuilding,
and railroad equipment) (SICs 3715-3799); steel service
centers (SIC 5051); processors (SICs 3315, 3316, 3317).

67 For. further information on the results of the earlier
Commission surveys on quality and service, see USITC,
Steel Industry Annual Report, Publication 2316, Sept.

- 1990; and USITC, Steel Industry Annual Report,
Publjcation 2436, Sept. 1991. )

68 Purchasers were requested to choose among the
following possible assessments: “little orno
improvement;” “limited improvement;” and “significant
improvement. Assessments for 1990-94 (table 6),
compared with those for 1985-90, illustrate the lower rate
of gain achieved by the industry during the 1990s. A

T e T : ot i fl » 3 t in quality
the relafive compefifive position of the U.S. industry, perceived “significant” degree of improvemen’ 1o, 412

and service reported by purchasers during 1985-90 ranged
from 17 to 38 percent for each of the product categones
rated; a perceived “limited-to-significant” range of
improvement for each of the product categories rated
during 1985-90 was indicated by 71 to 87 percent of
purchasers' for quality and by 73 to 83 percent of
purchasers for customer service. See USITC, Stee!
Industry Annual Report, Publication 2316, Sept. 1990,
pp- 40-41,
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was perceived by puréhaécrs as shoWing the greatest
improvement (table F-1).

In addition, the largest percentage of purchasers

- reported significant improvement in quality (17

percent) and service (21 -percent) by producers of
stainless bars, rods, and shapes (table 6). Internal® and
surface’® qualmes of these products, along with the
delivery reliability aspects of service, were perceived
by purchasers as showing the greatest improvement

(table F:5).

Among all the quality and service factors identified
by the Commission as most important, based on

discussions with officials from consuming industries,

the lowest ratings for degree of improvement among
the six product categories between 1990 and 1994 were

quality aspects of presentation (including packaging

and marking) and financial terms of servme (tables F-1
through F-6).

69 Internal quality includes chemistry, microstructure,
oram size, and inclusions (e.g., bubbles).
0 Surface quality includes seams, smoothness, and
sheanno

Table 6

Purchasers’ ‘assessments of the existing level of
quality and customer service among U.S steel
producers, based on responsés to Commission
questionnaires, reveal that- 46 to 64 percent of
purchasers rated overall U.S. product quality as

good-to-excellent, and 44 to 66 percent of purchasers ;
b

~ rated ‘overall customer sérvice  as~ good-tozexcellent— - o - - |

(table 7). Further, very few U.S. purchasers regard U.S.
quality and service as less than satisfactory. Purchasers
considered stainless pipes and tubes as having the
highest overall quality and. greatest share of excellent
ratings. Purchasers assessed U.S. stainless and alloy
tool steel products relatively higher on quality and
customer service aspects than U.S. carbon steel
products.

‘ |
However, these evaluations are slightly lower than

those reported in 1990,! despite limited-to-significant

71 For a more detailed discussion of the elements that
contribute to steel product quality and customer service,
see USITC, Steel Industry Annual Report, Publication
2316, Sept. 1990, pp. 36-38.

U.S. purchasers’ assessments of the exient to which U.S. steel producers improved their overall
product quality and customer service, for carbon and certain alloy steel! and stainless and alloy tool

steel from 1990 to 1994

Combined No.

limited- of
Little Signif- to-sig- re-
Iltem or none Limited icant nificant sponses
Percent
Product quality:?
Carbon and certain alloy steel:
Plates, sheets, andstrip ............ 19 66 15 81 117
Bars, rods, shapes, andrails ........ 33 53 13 66 90
Plpes and tubes ................... 34 55 10 65 67
Stainless and alloy tool steel: : i
Plates, sheets,andstrip ............ 31 52 14 66 . 63
Bars, rods and shapes ............. 32 47 17 64 46
Pipes and TUDES e 32 58 = 8 66 34
Customer service:3
Carbon and certain alloy steel: ) .
Plates, sheets, andstrip ............ 24 58 17 75 ‘ 129 -
Bars, rods, shapes, andrails ........ 28 53 18 71 98
Pipesandtubes ................... 26 56 17 73 73
Stainless and alloy tool steel: .
Plates, sheets, andstrip ............ 30 56 12 68 72 :
Bars, rods, andshapes ............. 28 50 21 71 52 i
Plpes ANATUDES + v v evveeaerenn 23 55 20 75 43

1 Certain alloy steel refers to alloy steel other than stainless or tool steel.
2 Product quality includes assessments as to internal, dimensional, and surface quality, propemes and

presentahon

-3 Customer service includes assessments as to delivery rellablhty, pre and post-sale technical assistance,

responsiveness to complaints, and financial terms.

Note.—Totals may not add to 100 percent because of rounding. i
Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.




Table 7

U.S. purchasers’ assessments of overall U.S. product quality and customer service for carbon and

certain alloy steel! and stainless and alloy tool steel, 1994

e e m oo L - Lessthan. - . ... ... . B R -- No,of - . .- _ - -
satis- ' Satis- Excel- res-
Item factory factory Good lent ponses
' : Percent
Product quahty 2 '

Carbon and certain alloy steel:
Plates, sheets, andstrip ............ 4 . 49 42 4 114
Bars, rods, shapes andrails ........ 2 47 46 3 . 84 -
Pipes andtubes ...,.............. 3 42 50 4 66

Stainless and alloy tool steel:
Plates, sheets, andstrip ............ 1 37 51 8 58
Bars, rods, andshapes ............. 2 34 52 11 44
Pipesandtubes ........... S 0. 35 45 19 31

* Customer service:®

Carbon and certain alloy steel: . : )
Plates, sheets, andstrip............. 11 43 36 8 126
Bars, rods shapes andrails ........ 5 37 54 2 95
Plpes and tubes . ... u.eeniii 3 32 62 1 80.

Stainless and alloy tool steel: , _ )
" Plates, sheets, andstrip ............ 2 36 50 10 69
Bars, rods and shapes............. 5 33 49 11 53
Pipes and HUDES ... 4 35 50 9 42

.tesponding  purchasers who rated quality as

1 Certain alloy refers to alloy steel other than stainless or too! steel.

2 Product quality includes assessments as to internal, dimensional, and surface quality, properties, and

presentation.

3 Customer service includes assessments as to delivery reliability, pre- and post-sale technical assistance,

responsiveness to complaints, and financial terms.
Note.—Totals may not add to 100 percent because of rounding.

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

improvements in overall quality and service during steel product groups and stainless steel flat-rolled (that
1990-94 reported by a majority of respondents. is, 4 of 6 product groups) lower by 4 to 7 percentage
Purchasers’ consistently rising expectations with points in 1994 than they did in 1990. Purchasers’
regard to product quality and customer service assessments of customer service are also lower in 1994
combined with some reported concern about steel’  for each of the three carbon steel product groups and
mills’ price levels’? may have contributed to their for stainless steel pipes and tubes.”#-

relatively lower evaluation of producers’ performance
in 1994 compared with that in 1990. Some respondents
to the Commission’s questionnaire noted that steel

product quality and customer service deteriorated when Evaluation by Type of Consumer

steel demand rose.” In terms of the percentage of

good-to-excellent, purchasers rated all three carbon

72 Some questionnaire respondents commented that
they have tightened their standards for acceptable steel

Satlsfactlon with the existing overall quahty and
service of U.S. steel producers varies by type of
consumer. Nonelectrical ‘machinery and equipment,
appliances, and fabricated structural metal products are
among the most satisfied customers (table 8), with

quahty and customer service while “also monitoring the di with
pricing from the mills more closely.” more 60  percent responding
— -~~~ 7T37For example,- one' questionnaire respondent- - — - - - - - -good-to-excellent -assessments -of -overall U.S: steel— - - -

commented that “Service continued to improve through
late 1993. However, as the domestic mills became busier
in 1994 the service started to suffer.. As economiic

some plate and structural mills seems to falter. Hopefully,

the problems are associated with performing at full
capacity and not with a change in attitude.”

22

product quality, whereas customers in the metal cans
and containers and service center industries appear to

conditions continue to improve, the service and quality at . be among the least satisfied.

74 For further information, see USITC, Steel Industry
Annual Report, Publication 2316, Sept 1990, pp. 42-43.




SHVIER SERVICE

FUALITY AND CUST

Table 8
U.S. purchasers’ assessments! of overall U.S. steel product quality,? by consuming group, 1994
Less
than Total
T e oo salis- . Salis- Excel-  number of :
Consuming group factory factory Good™ " lent " “responsesd- -~ —— -~ - - -
Percent
Metal cans and containers .......... P 0 83 17 0 6
Fabricated structural .
metal products . ... oo 3 38 . 58 3 40
Metal forgings and stampings ................ 3 43 46 9 35
Nonelectrical machinery and (
equUIPMEnt ..ot 1 31 58 9 86
Appliances . ... i “... 0 38 50 13 8 .
Electrical equipment .................. e 0 58 42 0 19
Automobiles ....... . oo 1 43 46 10 82
Othertransportation. ..................... ... 3 65 25 8 40
Service centers and processors .............. 4 61 35 0 26

1 Assessments of U.S. performance were made by purchasers for companies with whom they conducted

business.

2 The term “satisfactory” was defined in questionnaires as “periodic problems encountered, but problems are
effectively resolved.” "Good” was defined as “occasional minor problems encountered.” "Excellent” was defined as

"virtually no problems encountered.”

8 Each questionnaire respondent was asked to provide evaluations on up to six product groups; however, few

responded for all six.

Note.—Totals may not add to 100 percent because of rouhding.
Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.

Despite  the apparent periodic  problems
encountered with steel product quality, as reported by
the metal cans and containers industry, a comparison of
these purchasers’ assessments of quality levels in 1994
with those in 1990 reveals some notable
improvements, with no respondents reporting less than
satisfactory quality in 1994, compared with 22 percent
in 1990.75 This likely reflects U.S. tin mill producers’
response to container producers’ intensified quality and
service demands.”® Purchasers of steel for appliances
also reported significant improvements in quality
during the period, with their share of good-to-excellent
assessments rising from 36 percent in 1990 to 63
percent in 1994.77 Assessments by most other
consuming groups reflected less marked improvement
during 1990 to 1994, with a greater share

75 For further information and data, see USITC, Steel
Industry Annual Report, Publication 2435, September
1991, pp. 4-11 through 4-16.

76 Steelmakers’ improvements in stip mill design and
operations have in part been in response to the domestic
can industry’s more stringent requirements regarding the
can forming process, including improvements in the steel’s
yield strength, tin coating density, and surface finish. See

" “Steel mill technology evolves for-ever tougher markets,” .
Metal Bulletin Monthly, Oct. 1993, p. 15.

Steel producers have worked with the appliance
industry in recent years to develop new products,
including sound dampening composites and improved

enameling steels (Appliance Manufacturer, Nov. 1992).

of satisfactory rather than good or excellent
assessments in 1994. Only purchasers of steel for
appliances perceived greater improvements in steel
quality during 1990-94 than during 1985-90 (figure 7).

These. current assessments could reflect decreasing
incremental improvements in quality over the past 4
years compared with levels that, for the most past, were
already regarded as satisfactory-to-good in 1990. For
example, assessments by the automobile industry,
initially the most active consumer group demanding
quality and service improvements, declined by 10
percentage points (from 66 percent good-to-excellent
assessments of product quality in 199078 to 56 percent
in 1994 (table 8)). . Automobile customers’
large-volume orders and  historical  customer
relationships have been one of the strongest forces
motivating U.S. steel producers to improve both
product quality and customer service., Achievements
that have resulted’ from steel producers’ partnership
with the automobile industry include the development
of a variety of coated steels to meet corrosion

- - warranties, hi‘gh-strength, steels _for. weight reduction

and improved safety, and steels having higher levels of

78 USITC, Steel Industry Annual Report, Publication
2436, Sept. 1991, pp. 4-13.
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Figure 7 T AU
~~ 7" [U.S.purchasers’ assessments’ of significant improvements in U.S. product quality, by consuming
groups, 1985-90 and 1990-94 ‘ ‘ .
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1 U.S. steel purchasers were asked to provide an assessment of the change in performance of the U.S. steel pro-

ducers with whom they conduct business. Possible assessments were “significant improvement,” “limited improve-
; ment,” or “little or no improvement.” - - S

2 No respondents reported “significant improvements” in U.S. product quality during 1990-94,
Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.

—

machinability, formability, and weldability, which
contribute to the reduction of vehicle manufacturing
costs.”

Because steel producers’ . earliest quality
improvement efforts were directed toward  the

automobile industry, it is likely that the rate of quality . _demands of these distributors who, in turn, have raised

improvements in steel for automobiles could have
slowed in recent years and that steel producers’ ability
to achieve improvements could have carried over to the
production of steel for other end uses. Although this is
apparent in certain consuming groups, assessments by
consumers in the steel service center industry showed a

79 «“Seel Meets Automotive Requiremenfs,” Steel
Times International, July 1993, pp. 30-34.

24

substantial decline during the period, falling from
55 percent good-to-excellént in 1990 to 35 percent in
- 1994. Because a substantial amount of steel (about 25
percent in 1993) is marketed through service centers,
end users have also increased their quality and service

their quality and service expectations of steel mills.*?

80 Several questionnaire respondents in the steel
service center industry noted that they had tightened their

. standards regarding steel chemistry and dimensional

tolerances (consequently raising their expectations of their
steel suppliers), to respond to customer demand and 1o
reduce the cost of finishing steel products.




With respect to customer service, consumers in the
appliance and automobile industries appear to be the
most satisfied with the current level of overall service
provided by U.S. steelmakers, whereas consumers in
the metal cans and containers and the electrical
equipment industries appear to be the least satisfied

T _ -

,]{m],qumm\ BSTOMER SERVICE

center industry, regarded service, but not steel quality,
as good-to-excellent.

U.S. Versus Major
Foreign Producers

{table 9). Consumers in the appliance industry reported - — - - —- -

one of the largest increases in customer satisfaction in
1994 (75 percent good-to-excellent assessments)
compared with = 1990 (36 percent). Purchasers’
perceptions of the extent of improvements in customer

service during 1990-94 were the greatest for the

automobile, appliance, and nonelectrical machinery
and equipment industries (the only consurrjjng group
assessing more significant service improvements
during 1990-94 than during 1985-90) (figure 8).
Consuming industries of which the majority of -
respondents assessed steel producers’ quality as being
good-to-excellent also assessed customer service as
being good-to-excellent in a majority of their
responses, indicative of a synergy between the two
elements (tables 8 and 9). Exceptions to this include
the metal forgings and stampings industry, the majority
of which assessed steel quality, but not service, as
good-to-excellent; the majority of respondents from the
industry producing other transportation, and the service

J apanese producerssrhave long been regarded as
the most consistent suppliers of the highest quality
steel and as placing a great emphasis on customer
service, as was confirmed by the.findings of the
Commission in its 1990 analysis of steel product
quality and service. At that time, domestic producers
had narrowed, but not closed, the perceived gap in
quality and service relative to the Japanese steel
industry. Japan has further improved its advantage in
1994 with regard to both elements (tables 8 and 9,

figures 9 and 10, and tables F-13 through F-26).

Questionnaire responses indicate that—

81 In its questionnaires, the Commission attempted to -
collect data on purchasers’ evaluations on quality and
service for steel from several country suppliers, including
Canada, France, Germany, Italy, Japan, Korea, Mexico,
Sweden, Taiwan, and the United Kingdom. Only the data
on Japan’s steel product quality and customer service can
be published; data on other countries’ quality and service
performance are confidential because their publication
could divulge information on individual companies’
operations.

Table 9
U.S. purchasers’ assessments! of overall' U.S. customer service,2 by consuming group, 1994
Less
than Total
satis- Satis- Excel- number of
Consuming group factory factory Good lent responses3
' Percent
Metal cans and containers .................... 33 33 33 0 . 6
Fabricated structural metal products ........... 12 30 49 9 43
Metal forgings and stampings ................. 3 52 42 3 36
Nonelectrical machinery and equipment ........ 13 28 50 9 86
Appliances .........cc i 0 25 63 12 8
Electrical equipment ....... ..ot 0 74 26 0 19
Automobiles ......... ..o o i 3 34 53 9 88
Other transportation ......... ..o, 2 40 50 7 .42
Service centers and processors ............... 3 44 49 4 - 83

1 Assessments of U.S. performance were made by purchasers for companies with whom they conducted

business.

2 The term “satisfactory” was defined in questnonnaures as “periodic problems encountered, but problems are
: effectlvely resolved.” “Good"” was defined as “occasional minor problems encountered.” “Excellent’ was defined as

v1rtua||y no problems encountered.”

8 The number of responses exceeds the number of respondents as respondents were asked to prowde

“evaluations on up tosix product groups:

Note.~—Totals may not add to 100 percent because of rounding.
Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.
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Figure 8
'U.S. purchasers’ assessments! of significant improvements in U.S. customer servuce, by
consuming groups, 1985-90 and 1990-94
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1 U.8. steel purchasers were asked to provide an assessment of the change in performance of the U.S. steel pro-
ducers with whom they conduct business. Possible assessments were “significant improvement,” “limited improve-
ment,” or “little or no improvement.” . )

2 No respondents reported “Signiﬁcént improvements” in U.S. customer service during 1990-94.
Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.
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Only Japanese companies were identified by a
majority-of steel purchasers in any consuming
group as having excellent overall steel
product quality. This assessment was made by
purchasers in the following industries:
fabricated structural metal products (56
percent); metal forgings and stampings (67
percent); and other transportation (100
percent).

a higher-quality product more consistently
when compared with the United States,
certain  consuming  groups’
assessments of levels of Japanese quality

_. __ & _ _Japanese-companies-are credited with offering

declined from their levels in 1990 (e.g., metal

fabricated structural
and metal forgings and

cans and containers,
metal products,
stampings).

U.S. producers were reported by each
consuming group as lagging behind Japanese
producers in overall customer service, with
one exception—steel service centers and
processors. The extent of the lag was broader

in 1994 than in 1990 for a_ number _of

‘consuming groups, such as, metal cans and
containers, metal forgings and stampings, and
automobiles, although U.S.  producers

maintained a rating of good-to-excellent by a
majority of respondents in the consuming
group producing automobiles.

Consumers
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producing automobiles tended to rate Japan
higher than the United States in all facets of
customer service, with U.S. service closest to.
that of Japan in delivery reliability.%2
Purchasers’ evaluations of overall levels of U.S.

and Japanese steel quality and service in 1990 and in
1994 are illustrated in figures 9 and 10. Despite U.S.

producer$” reported efforts to-improve quality; overall = —+ Sheats™ from “several-North -American -producers -and-

U.S. steel quality was perceived to have declined
slightly in 1994 compared with 1990, whereas overall
Japanese quality was regarded as having improved.
Perceptions of U.S. customer service remained
approximately the same in 1994 compared with 1990,
whereas Japanese customer service increased its share
of good-to-excellent evaluations, but decreased its
share of strictly excellent evaluations.

82 Individual purchaser opinions vary sharply on
customer service: One questionnaire respondent noted that
“in 1994, domestic steel suppliers have become more
difficult to deal with on issues of quality claims, delivery,
and.cost.”> Another noted that “as the domestic mills
became busier in 1994, the service started to suffer.” In
contrast, a respondent reported that “in general, the
product quality and delivery performance of .the domestic
steel producers has improved dramatically in the past
decade, to the point the U.S. steel industry has matched or
surpassed imported steel.” A fourth respondent noted that
“U.S. producers maintain a significant edge in delivery,
paperwork, language, and sales representatives.”

R SERVICE '

The subjective findings with respect to customer
perceptions of the relative quality of steel differ from
objective measures developed by. the Auto/Steel
Partnership’s Task Force on Uniformity of Material
Properties in an ongoing study that statistically
measures and characterizes the current levels of
varjability in mechanical properties of steel sheet.

from one producer in " France, one producer in

Germany, and three producers in Japan were evaluated.

One of the report’s findings is that certain steel parts

sampled from North American sources exhibited

excellent coating-weight uniformity, surpassing the

best of ‘the off-shore producers (including Japan). In

addition, the report found that the majority of the North

American producers are generally competitive in terms

of quality with offshore sources.3 This divergence
between objective and subjective measures implies that ’
historical perspectives regarding quality and service,
may have long-term impacts on consumers’
perspectives.

83 Task Force on Uniformity of Material Properties,
Auto/Steel Partnership, An Update Report on Uniformity
of Automotive Sheet Sieels, Sept. 1994, -
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.; Figure 9
! U.S. purchasers’ perceptions of U.S. and Japanese steeimakers’ overall product quality, 1990.
- - - and 1994 oo T ’ . _
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Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.
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Figure 10 4
U.S. purchasers’ perceptions of U.S. and Japanese steelmakers’ overall customer service, 1990

and 1994
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Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.







Overview

In broad terms, U.S. imports and exports of steel
mill products have followed two distinctly different
trends since 1989: U.S. imports declined between
1989 and 1991, reaching a low of 16.4 million short
tons in 1991;84 thereafter, U.S. imports rose in 1992-93

.- - a5 the-U.S. -economic recovery praceeded .at a more _

robust pace compared with the economic recovery of
most major trading partners of the United States,
drawing imports into the U.S, market. On the other
hand, U.S. exports rose from 1989 through 1991,
reaching 6.7 million short tons in 1991, and then
declined in 1992-93. Reflecting these trends, import
penetration®? in the U.S. market rose during 1991-93
to 19.5 percent, whereas U.S. exports’ share of total
shipments declined by 4 percentage points to 4.4
percent (in 1993). As a result, from 1991 to 1993, the
deficit in steel trade increased by 65 percent in quantity
(to 16.1 million tons) and 44 percent in value (to $6.2
billion). For the full period 1989 to 1993, the value of
the trade deficit fell by $500 million, while it rose in
terms of quantity from 13.4 to 16.1 million short tons.

Year-to-date comparisons (January-June 1993 and
1994) show a continuation of the 1991 to 1993 trends.
During the first 6 months of 1994, U.S. imports of steel
mill products totaled 14.2 million short tons (nearly the
same amount as for full year 1991), an increase of 65
percent compared with the first 6 months of 1993;
much of the increase was accounted for by increases in
semifinished steel products (blooms, billets, and slab)
which are used by U.S. steel producers to produce
downstream steel mill products,3¢ and-in certain
flat-rolled products. Reduced exports of semifinished
and flat-rolled (down approx1mate1y 17 percent during
January-June 1994 from the same period one year
earlier) accounted for most of the overall decline in
U.S. exports of steel mill products. Import penetration
in the U.S. market in 1994 increased to 24 percent. As
a result, the deficit in steel trade widened by nearly 75

84 See also, USITC, Steel Semiannual Monitoring -
Report, Publication 2682, Sept. 1993, p. 29.

Import penetration is the ratio of imports to
apparent open market steel consumption. Apparent open
market steel consumption is calculated on the basis of
open market shipments (data on captwe consumption are
not avaﬂable) minus exports plus imports.

86 Increased purchases of semifinished steel products
are one indication that steelmakers are at or near melt
capacity. As indicated later in this discussion, certain
steelmakers have purchased semifinished to correct
imbalances between their melt capacity and their installed
finishing and rolling capacity. Steelmakers also purchase
semlﬁmshed to supplement their production of specialized- -
steel grades.

RECENT TRENDS IN U.S. TRADE

percent to $4.4 billion during January-June 1994
compared with the same period in 1993 (table 10).

Imports

. Carbon and. Certain_Alloy Steel

Imports have increased concurrent with a sharp rise
in steel demand in the United States, particularly from
automakers and several other market segments that use
flat-rolled steel products (hot-rolled, cold-rolled, or
coated plates, " sheets, and strip). Uncertainty in
alternative markets has also contributed to the
availability of U.S. steel imports and the decline in
U.S. exports. For example, Chinese purchases were. a
major factor in international steel trade during early
1993, but steel imports into China declined later in that
year and during 1994, as Chinese authorities reportedly
restricted imports to conserve hard currency. U.S.
imports rose at a greater rate (up 65 percent to 14.2
million tons) during January-June 1994, compared with
the same period of the previous year (table G-2), and
imports’ .share of apparent U.S. open market
consumption rose by 8 percentage points to 24 percent
during January-June 1994 from the same period one
year earlier, the highest level in recent years (table
G-5).

Market strength and new sources of supply— U.S.
market strength is partly shown by the increase in
year-to-date imports in nearly all categories of steel
products (table G-3). Increased imports during 1994

* represent a continuation of a rising trend that began in

1992 concurrent with increased business activity in the
United States. Such increases, coupled with generally
rising prices, also indicate that domestic steel
producers are at or near capacity. The 122-percent
increase (to 3.7 million tons) in imports of
semifinished steel products, which are used almost
exclusively by steelmakers, has been driven by
domestic firms whose installed rolling and finishing
capacity exceeds steel melting and casting capacity,
who wish to alleviate bottlenecks caused by planned
equipment outages, or who wish to supplement their
own production by purchasing steel of specialized
chemistry or metallurgy. During July 1993-June 1994,
melt capacity utilization rose to over 90 percent, and
capacity restraints developed at several companies
because of ironmaking-blast furnace relines (e.g.,
Bethlehem Steel). Demand for imports also rose from
steel processors that possess no steel melting capac1ty,

imports increased desplte improvements in overall U.S.
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Table 10
j Steel mill produets and certain fabricated steel products: U. S mnports, U.S. exports, import
penetration, exports as a percent of shipments, and trade balance, 1989-1993, and Jan.-June 1993 and

N 1894
i ‘ Trade balance
' u.s. us. - Import Exports/ —_—
Year imports Exports Penetration! Shipments Volume Value
" (Million
short (Billion
— Million short tons — Percent tons) dollars)
1989 . ... 18.3 4.8 18.8 5.7 -13.4 -6.7
1990 . ... 18.1 4.8 18.5 5.7 -13.4 5.9
1991 oo 16.4 6.7 18.5 8.5 -9.7 -4.3
1992 . . e 17.8 45 18.6 55 -13.2 -5.2
1993 . . e 204 4.3 19.5 4.9 -16.1 -6.2
Jan.-dune 1993 .............. ..., 8.6 25 17.0 5.5 -6.2 -2.5
: Jan.-June 1994 .................. 14.2 20 24.1 44 -12.2 -4.4
| T import penetratlon is the ratjo of imports to apparent open market consumption. Apparent open market
i ccl)nsumptlon is the sum of open market shipments (data on captlve consumptlon are not available) minus exports
i plus imports . .

Source: Compiled from data of the Amencan Iron and Steel Institute and from official statistics of the U.S. Department

of Commerce.

' cost competitiveness and a decline of the dollar’s

exchange value against foreign currencies, and because
domestic supplies became tight (e.g., domestic
producers’ shipments of semifinished rose only slightly
between the two 6-month periods).

Approximately half of the increase in imports of
semifinished steel during January-June 1994 was
accounted for by imports from Brazil, Mexico, the
Netherlands, and Japan. Although Brazil is a traditional
supplier of semifinished steels, increases in U.S.
imports of slab from Brazil were relatively constrained
because of increased demand in Europe (reportedly,

Brazilian steelmakers have become ‘the largest single

source of semifinished steel products in Europe). New
sources of semifinished imports into the United States
have also arisen in Central and Eastern Europe and the
former republics of the Soviet Union where increased
imports from these origins reflect in large part the
relatively poorer market conditions in those countries.
Imports of semifinished steels rose by about 2 million
tons (122 percent) between January-June 1993 and the
same period in 1994 (table G-7). Imports of carbon
steel flat-rolled did not rise as rapidly as did imports of
semifinished during the year-to-date periods. Imports
of plate rose by 80 percent to 578,129 short tons, and

imports of sheet and strip increased 65 percent to 5.3

million short tons between January-June 1993-94
(tables G-8 and G-9, respectively). Increased plate
imports were accounted for by nontraditional origins,
including Ukraine, Russia, and the Czech Republic as

‘imports declined from many traditional sources that are

32

- From Argentina, ~Australia,” Austria; Belgium;” Brazil,~

subject to antidumping (AD) and/or countervailing
duty (CVD) orders. Increased sheet and strip imports
were supplied by traditional sources, except Canada
(where one producer reduced steelmaking capacity in
September 1993), and by such new sources as
Russia.87

~ Major country. and regional suppliers—Canada ', -
continues to be the single largest country supplier of "

carbon and certain alloy steel imports, supplying nearly
18 percent of such U.S. imports on the basis of
quantity in January-June 1994 (2.5 million short tons),

87 During January-June 1993, imports of carbon steel
plates, sheets, and strip were restrained partly because of
preliminary affirmative determinations of the U.S.
Department of Commerce and the USITC. Imporis of
plate increased from nonsubject countries following
affirmative final determinations by the USITC in August
1993. Imports of corrosion-resistant coated flat-rolled
carbon steel products from the subject countries generally
declined following affirmative determinations in the cases,
while imports of hot-rolled and cold-rolled carbon steel
products generally increased following negative
determinations. However, not all determinations of the
USITC were affirmative with respect to the
corrosion-resistant steel product, as likewise not all
determinations were negative with respect to cold-rolled.
See, USITC, Certain Flat-Rolled Carbon Steel Products
Canada, Finland, France, Germany, Italy, Japan, Korea,
Mexico, the Netherlands, New Zealand, Poland, Romania,
Spain, Sweden, and the United Kingdom, Investigation
Nos. 701-TA-319-332, 334, 336-342, and 347- 353 (final)
and Investigation Nos. 731-TA-573-579, 581-592,
594-597, 59-609, and 612-619 (final), Publication 2664,
August 1993,
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although this represented a decline’ of 9 percent
compared with the same period during 1993. Much of
this reduction was accounted for by reduced imports of
carbon and certain alloy flat-rolled products (down 21

steelmaklng and rolling capacity in 1993,88 reportedly
intending partially to supply its U.S. customers from a
new mill under construction in Gallatin, TN.

On a regional basis, the EU, East Asia, and Latin
America are the largest suppliers of U.S. imports of
carbon and certain alloy steel, accounting for 33
percent, 19 percent, and 14 percent, respectively, of
imports on the basis of quantity during January-June
1994 (table G-17); overall U.S. imports from the EU,
East Asia, and Latin America rose by 111 percent to
4.7 million short tons, 69 percent to 2.7 million short
tons, and 93 percent to 1.9 million short tonms,
respectively (table G-6) between January-June 1993
and January-June 1994. U.S. imports from Central and
Eastern Europe rose at the fastest rate (487 percent to
315,989 short tons) between the year-to-date periods,
accounted for by imports of flat-rolled, sermﬁmshed
and wire rod products.®

Stainless and Alloy Tool Steel

Despite the announcement by the domestic
specialty steel industry that it ‘was considering filing
antidumping (AD) and countervailing duty (CVD)
petitions,’® imports of stainless and alloy tool steel
rose 35 percent during January-June 1994 from the
same period in 1993, continuing a trend evident over
the last several years (table G-2). U.S. imports’ share
of apparent U.S. open market consumption rose to
36 percent during January-June 1994 (table G-5).

88 Dofasco official, telephone conversation with
USITC staff, Sept. 14, 1994, Dofasco closed an
ingot-based melt shop (considered to be obsolete
technology) on Sept. 20, 1993, and a related hot-rolling
mill in October 1993.

89 Imports of wire rod rose by 66 percent to 874,312
short tons between the year-to-date periods in response to
increased U.S. demand for wire and wire products and
because the four primary sources of rod were subject to
unfair trade cases during much of 1993. Purchasers of
wire rod, subject to domestic allocation programs and
rising prices, imported from nontraditional sources (table

G-11).
- 90 “Specialty Steel Imports_Climbing,” American Metal

’ Market Oct. 4, 1993, See also, appendix E, Status of

recent AD and CVD investigations. The Comrmission

made affirmative injury determinations during 1994 with
respect to unfairly traded imports of stainless steel wire
rod, bar, flanges, welded steel pipe, and electrical sheet.

NIl TRENDS IN U.S. TRADE—(BEHHUESE

—second- - lérgest— - steelmaker,.- -reduced._ _ -
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Industry sources have attributed the sharp increase in
imports in part to relatively higher U.S. prices for
certain stainless steel products. In addition, the fact that
some domestic producers are foreign owned or have
set up joint ventures with producers in other countries
has _contributed to_increased intra- and mtercompany
trade, and increased U.S. 1mports For example, in
1990, France’s Usinor Sacilor (Ugine stainless steel
division) acquired J&L Specialty Products, a major
U.S. producer of stainless steel flat-rolled products.
Korea’s Sammi Steel owns Al Tech Specialty Steel
Corp., a major U.S. producer of stainless steel bars. -

European Union paces import suppliers.—
Increased U.S. purchases occurred in all product
categories, with imports of stainless semifinished
products (which are generally hot-rolled into sheet)
rising 105 percent between January-June 1993 and
January-June 1994 (table G-18); these imports
accounted for 91 percent of apparent U.S. open market
consumption in the latter period. The next largest
increase occurred in imports of stainless sheet and
strip, which rose by 27 percent to 221,412 short tons
(table G-20) and accounted for 26 percent of apparent
open market consumption during January-June 1994,

On a regional basis, the EU accounted for the
largest share of the increase, supplying 43 percent of
the imports of semifinished products and 42 percent of
the imports of sheet and strip between the year-to-date
periods. Industry sources have attributed the increase
in imports from the EU to excess production capacity
for stainless steel in Western Europe because of
recessionary economic conditions and reduced demand
for steel in the EU. The strengthening of the dollar
against a number of European currencies during
1992-93 made European products more competitive in
the United States, but that price competitiveness has
been diminished by subsequent currency movements.

Exports

Carbon and Certain Alloy Steel

Reduced exports of semifinished, plate, sheets and
strip, and bar and rod in the first 6 months of 1994 led
to a decline in overall exports of 17 percent to
2.0 million short tons in January-June 1994, compared
with the same period in 1993 (table G-3). The decrease
reflects both a better domestic market and less

- favorable global -economic -conditions. Neighboring

Canada and Mexico remained the primary export
markets, together receiving 65 percent of U.S. exports
in 1993 and 71 percent of U.S. exports during
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January-June 1994 (table G-17). U.S. exports to
Taiwan declined dramatically during the first 6 months
of 1994 from a high level in 1993, reflecting the
" fluctuations in" the ~Taiwan “construction™ industry’s
demand for steel9! U.S. exports to Canada and
Thailand rose sharply during January-June 1994
compared with the same 6-month period in' 1993,
reflecting the rise in construction in those countries and

increased shipments to the automotive industry in’

Canada.

Sluggish economies and capacity expansion stem
exports.—Overall, U.S. exports to East Asia fell by 48
“percent to 227,152 short tons from January-June 1993
to January-June 1994, primarily because of much
reduced shipments of semifinished and flat-rolled steel
products to Taiwan, as noted earlier (tables G-6
through G-9). U.S. exports to Japan and Korea also
fell, continuing a trend since 1992, The reduction in
shipments to Japan can be attributed to falling demand
from the engineering, construction, industrial
machinery, and automotive sectors. 92" Steady capacity
expansion in Korea has enabled that country to supply
" its steel needs better internally and to reduce its
reliance on imports. Exports to Latin America, the
United States’ largest export' market, declined by 19
percent to 543,943 short tons from. January-June 1993
to January-June 1994. Mexico received 84 percent of
these exports'in the first 6 months of 1994 (accounting
for 22 percent of total U.S. steel exports during the
period); the decline in U.S. exports to Mexico may be
explained partly by the increased demand in the United
States for certain types of flat-rolled steel that had beent
exported to- Mexico, and by antidumping duties that
have been imposed on imports into Mexico from the
United States of certain plates and corrosion-resistant
coated sheets.”> Exports to the EU declined by 14
percent to 66,012 short tons between January-June
1993 and January-June 1994, also continuing a trend
that began in 1991. Recessionary conditions in the
region and steelmaking/rolling overcapacity have
contributed in part to lower foreign demand for U.S.
steel. :

91 “Construction Tempts Taiwan’s Minimills to
Expand ” Metal Bulletin Monthly, Nov. 1993,
2 The WEFA Group, U.S. & World Steel Executive
Report, Oct. 1992 and Steel Market Outlook, second
qua.rter 1993,

City, Reference No 18464.
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Stainless and Alloy Tool Steel

The mcreasmg globahzatlon of the stamless steel

foreign ownership of U.S. facilities in recent years, has
also generally helped to boost U.S. exports, according
to an industry spokesperson. There was no ownership
of foreign facilities by U.S. companies until 1993,
when Carpenter Technology Corp. entered into a joint
venture with Taiwan’s Walsin Lihwa Corp., a wire and
cable manufacturer, to produce stainless steel long
products in southem Taiwan for distribution in China
and other paris of the Pacific Rim. Demand for
stainless bar, rod, and shapes is growing rapidly in this

- part of the world.%4 Carpenter’s foreign venture could

signal the beginning of a more international focus by
the domestic stainless industry in its efforts to compete
in the increasingly global stainless steel market.

Counter to the positive effects of these
developments on exports, U.S. producers of stainiess
steel have indicated that exports declined by 16 per