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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-1A-50 (Preliminary)

STAINLESS CLAD STEEL PLATE FROM JAPAN

Determination

On the basis of the record 1/ developed in investigation No. 731-1A-50
(Preliminary), the Commission determines that there is a reasonable indication
that an industry in the United States is maierially injured or threatened with
material injury by reason of imports ff6m>Japan of stainless clad steel plate,
provided for in item 607.94 of the Tariff Schedules of the United States,
which are alleged to be sold in the United States at less than fair value

(LTFV). 2/

Background

On Octoter 6, 1681, the U.S. International Trade Commission and the U.S.
Department of Commerce each received a petition from Lukens Steel Co.,
Coatesville, Pa., alleging that imports of stainless clad steel plate from
Japan are being, or are likely to be, sold in the United States at L1FV.
Accordingly, the Commission instituted a preliminary antidumping investigation
under section 733(a) of the Tariff Act of 1530 (1¢ U.S.C. 1673b(a)) to
determine whether there is a reasonable indication that an industry in the
United States is materially injured, or is threatened with material injury, or

the establishment of an industry in the United States is materially retarded,

1/ The record is defined in sec. 207.2(j) of the Commission's Rules of
Practice and Procedure (1S CFR 207.2(3)).

2/ Chairman Alberger and Commissioner Frank determine that there is a
reasonable indication that an industry in the United States is materially
injured by reason of imports of the subject merchandise.
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by reason of the imports of such merchandise into the United States. TtLe
statute directs that the Commission make its determination within 45 days of
its receipt of the petition, or Ly Novemter 20, 1¢&l.

Notice of the institution of the Commission's investigation and of the
pﬁblic conference to be held in connection therewith was duly given ty posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register on October 14, 1981 (46 F.R. 50864). The conference was held in
Washington, D.C. on October 29, 1981, and all persons who requested the

opportunity were permitted to appear in person or bty counsel.



VIEWS OF THE COMMISSION

Introduction

We find that there is a reasonable indication that an industry in the
United States is materially injured or threatened with material injury by
reason of imports of stainless clad steel plate from Japan which is allegedly
sold at less than fair value. 1/ The recent rapid increase in imports has led
to injury to the domestic industry, which has been manifested through price
suppression, lost sales, and declining profitability. The increase in imports
is almost certain to continue through the end of 1981 with additional adverse

impact on the domestic industry.

Domestic industry

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry"
as the ''domestic producers as a whole of a like product or those producers
whose collective output of the like product constitutes a major proportion of
the total domestic production of that product." 2/ The statute defines '"like
product" as a product which is like or in the absence of like, most similar in
characteristics and uses with the article under investigation. 3/

Stainless clad steel plate, the imported article subject to this
investigation, is a composite plate consisting of stainless steel integrally

bonded to a carbon or alloy steel plate base. 1t is produced to order and

1/ Chairman Alberger and Commissioner Frank determine only that there is a
reasonable indication of material injury, and therefore do not reach the issue
of reasonable indication of threat of material injury.

2/ 19 U.S.C. 1677(4)(A).

3/ 19 u.s.c. 1677(10).
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specifications in a range of types of stainless and backing steels and in a
variety of lengths, widths, and thicknesses. Stainless clad steel plate is
used because it combines the corrosion-resistant properties of stainless steel
witn the strength of carbon or alloy steel, thus allowing less of the more
expensive stainless material to be used. Stainless clad steel plate is used
in petroleum vessels, petrochemical vessels, ships which carry corrosive
chemicals, and in the nuclear power industfy. 1/

Petitioner Lukens Steel Co. allegés‘four instances of less than fair
value sales by Japan Steel Works through their sales representatives in the
United States. Although the petition stated that clad plate is a fungible
product, the Lukens' witness said at the conference held on October 29, 1981,
tnat fungibility is only applicable to articles of the same specifications,
In short, stainless steel clad plate of different specifications is not
fungible. However, he explained that there is some degree of substitutability
of slightly different types of stainless clad steel plate products. 2/
Because an intended end use may be accomplished in a number of ways,
specifications may :2 altered during the course of a project. 3/

Since this is a case in which the like product candidates consist of a
group of products slightly distinguishable from each other, among which no
clear dividing lines can be drawn based on characteristics and uses, we find
the like product in this preliminary investigation is all members of the

group. Unlike the situation in Certain Amplifier Assemblies and Parts

/ See Staff report, PP. A-1 and A-2,
/ See pp. 44-46 of Transcript.
/ See staff Report, p. A-27.

{0 -
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Thereof from Japan, Inv. No. 731-TA-48(P), where there was a clear dividing

line between made-to-specifications products, such a clear line does not

appear here. Therefore, for the purposes of this preliminary investigationm,
we find that tne domestic industry consists of the four domestic producers of
stainless clad steel plate: Lukens Steel Co., Phoenix Steel Corp., E. I.

DuPont de Nemours & Co., Inc., and Explosive Fabricators, Inc.

Material injury by reason of LTFV imports

Section 771(7) of the Act directs the Commission to consider, in making
its determination, among other factors, (1) the volume of imports of the
merchandise under investigation, (2) their impact on domestic prices, and (3)
the consequent impact on the domestic industry. 1/

Volume of imports.--Prior to 1981, imports of stainless clad steel plate

from Japan were generally very low. They declined steadily from 1978 to

1980. 1In the first six months of 1981, however, imports increased
substantially both in absolute volume and in relation to U.S. consumption,
Imports rose from less than 1 percent of consumption in 1980 to more than 10
percent of consumption in the first six months of 1981. 2/ The volume of
imports in the second half of 1981 is expected to be even greater than that in
the first nalf of 1981 according to information provided by importers on
contracts which they have already been awarded.

Effect of imports on domestic prices.--The significance of the imports

becomes most apparent in their effect on the prices of the domestic product.

Stainless clad steel plate is generally sold on a competitive bid basis.

1/ 19 u.s.c. 1677(7).
2/ see staff Report, p. A-22.



6
Domestic producers may bid against each other as well as against importers.
Tne stainless clad steel plate requirements for a particular bid must meet the
specifications of the fabricator/purchaser. Therefore, on any given bid
inquiry tne product being bid on is identical regardless of whether the source
is a domestic or foreign producer.

Information on bids was solicited for comparative purposes from the
producers, importers, and fabricators of stainless clad steel plate on the
five largest tonnage contracts on which they quoted or requested quotes in
1980 and January-June 1981. This time period includes the period when
less-than-fair-value sales were alleged to have occurred. These data provided
a sample of éompetitive price comparisons. 1In every instance in which the
contract was awarded to a supplier of Japanese stainless clad steel plate, the
bid price for the imported Japanese product was below the domestic producer's
bid price. Margins of underselling ranged from as low as 2.7 percent to as
nigh as 31.3 percent. In several instances, the underselling has resulted in
contracts being lost by the domestic producers. 1/

Such underselling has also resulted in price suppression or depression
whicn seems to have been caused by this alleged LTFV import competition. The
bid process is often evolutionary in nature. During the time between the
initial submission of a bid and the final award of the contract to supply the
stainless clad steel plate for the project, domestic producers and importers
have an opportunity to change or lower their bids. 2/ Based on information

presented in the course of this investigation, it appears that domestic

1/ See staff Report, p. A-27.

2/ A complete discussion of the bid process is provided in the report which
follows this opinion.
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producers have been compelled to lower their bid prices, in some instances by
more than 30 percent, due to the competition from stainless clad steel plate
imported from Japan. i/

The Commission is aware that in some of the responses by
fabricator/purchasers of stainless clad steel plate, certain requirements,
such as quality, adherence to specification, and customer preference, were
listed as being more important than price. Notwithstanding these factors,
price is always an important consideration in the final selection of the
supplier.

In this investigation, there is a reasonable indication of price
supp;ession; price depression, and lost sales as a result of the importation
of stainless clad steel plate allegedly being sold at less than fair value. 2/

Impact on the domestic industry. 3/--The industry which produces

stainless clad steel plate was in a serious decline from 1978 to 1980.
Production, shipments, capacity utilization, profitability, and employment
declined steadily throughout the period. 4/ Imports were also at a very low
level from 1978 to 1980, both in absolute numbers and as a percent of total

U.S. consumption.

L/ Chairman Alberger and Vice Chairman Calhoun note that this might not be a
serious problem if prices in the industry were inflated. However, it appears
clear from the data on profitability that such is not the case.

2/ 1f this case were to be returned for a final determination by the
Commission, more information on the relationship of price to quality would be
useful.

3/ Specific company-related data are confidential and cannot be discussed in
this public document.

4/ See Staff Report, pp. A-8 through A-11 and A-19.
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In the first six months of 1981, however, the market for stainless clad
steel plate increased dramatically. Production and shipments of the domestic
producers increased, employment levels rose, and capacity utilization was at
its highest level in the period for which we have data. l/ In 1981, however,
there were massive imports which caused problems for an already weakened
domestic industry.

Tne profitability of the domestic producets declined steadily from 1978
to 1980 and dropped sharply in the fi£s£'six months of 1981 despite the
increase in their shipments. 2/ The ratio of cost of goods sold to net sales
increased by more than 10 percentage points from 1978 to 1981, indicating
firms were unable to pass their increased costs on in the price they charged
for their goods, thus lowering their profitability. 3/

It appears that the principal reason producers have been unable to raise
prices and in some instances have had to roll back their prices to make sales,
was the strong price competition from the imported product. The result has
been a decline in both gross profit and net profit before taxes in
January-June 1981, a time when shipments had increased and when profits could
reasonably have been expected to increase as well. Despite lowering prices to
meet the Japanese price, domestic producers nonetheless lost sales to

stainless clad steel plate imported from Japan on at least six contracts. 4/

1/ 1Id., pp. A-8 through A-11.
_2-/ E. > p' A-19-
3/ 1d., pp. A-17 through A-20.

—

4/ I_d_t, Pc A°28.
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Reasonable indication of threat of material injury.--The report of the

Committee on Ways and Means of the House of Representatives on the Trade

Agreement Act of 1979 states that, with respect to threat, the Commission

should focus on--
demonstrable trends--for example, the rate of increase of
the . . . dumped exports to the U.S. market, capacity in
the exporting country to generate exports, the likelihood
that such exports will be directed to the U.S. market
taking into account the availablility of other export
markets, . . .

A critical factor in considering how substantial an impact imports have
had is the short period of time in which the increase occurred. The
significant increase of imports in 1981 constitutes a threatening situation to
the domestic industry. Imports went from less than one percent of consumption
in 1980 to more than 10 percent in January-June 1981. 1Indications are that
imports will continue to increase at least at this rate through the end of
1981.

Japan Steel Works is believed to be operating below capacity at the
present time. How much of this excess capacity would be available for export
to the United States is unknown. 1/ Any increase in the January-June 1981
levels would have a serious detrimental impact on the domestic industry,

particularly if the Japanese imports increased while total domestic

consumption simultaneously decreases, as some industry sources anticipate. 2/

1/ If the Commission undertakes a final lnvestigation, it will attempt to
ascertain what percentage of Japan Steel Works' exports could be directed to
the U.S. market.

2/ Tramscript p. 29.
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Conclusion
On the basis of the best information available, we find that there is a
reasonable indication that an industry in the United States is materially
injured or threatened with material injury 1/ by reason of imports of
stainless clad steel plate from Japan which is allegedly being sold at less

tnan fdair value.

1/ Material retardation of the establishment of an industry 1s not an issue
in this investigation.

10
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INFORMATION OBTAINED IN THE INVESTIGATION

Introduction

On October 6, 1981, a petition was filed with the U.S. International
Trade Commission and the U.S. Department of Commerce by Lukens Steel Co.,
alleging that stainless clad steel plate imported from Japan is being, or is
likely to be, sold in the United States at less than fair value (LTFV).
Accordingly, on October 6, 1981, the Commission instituted preliminary
antidumping investigation No. 731-TA-50 (Preliminary) under section 733(a) of
the Tariff Act of 1930 to determine whether there is a reasonable indication
that an industry in the United States is materially injured, or is threatened
with material injury, or the establishment of an industry in the United States
is materially retarded, by reason of imports of stainless clad steel plate
from Japan, as classified in item 607.94 of the Tariff Schedules of the United
States (TSUS). The statute directs that the Commission make its determination
within 45 days of receipt of the petition, or by November 20, 1981.

Notice of the institution of the Commission's investigation and of the
public conference to be held in connection therewith was duly given by posting
copies of the notice in the office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register on October 14, 1981 (46 F.R. 50864). 1/ A public conference was held
in Washington, D.C., on October 29, 1981, at which all interested parties were
afforded the opportunity to present information for consideration by the

Commission. 2/ The Commission voted on this investigation on November 13,
1981.

Description and Uses
Stainless clad 3/ steel plate is a finished steel product consisting of a

layer of stainless steel 4/ integrally bonded to a carbon- or alloy-steel
plate 5/ base. The thickness of the stainless cladding material can range

1/ A copy of the Commission's notice of investigation and conference is
presented in app. A. The Department of Commerce's notice of investigation is
presented in app. B.

2] A list of witnesses appearing at the conference is presented in app. C.
3/ As applied to metal products, "clad" refers to such products with two or
more layers of metal of different colors or natures which have been associated

or bonded together by forging, hammering, rolling, or other mechanical or
thermic process to insure welding or molecular interpenetration of the
surfaces in contact (Tariff Schedules of the United States Annotated (1981)
(TSUSA), headnote 3(d) to schedule 6, part 2).

4/ Stainless steel is any alloy steel which contains by weight less than 1
percent of carbon and over 11.5 percent chromium (TSUSA, headnote 2(h)(iv) to
schedule 6, part 2, subpart A).

é/ Plates are flat rolled products, whether or not corrugated or crimped, in
coils or cut to length, 0.1875 inch (3/16 inch or 4.76 mm) or more in
thickness, and, if not cold rolled, over 8 inches in width, or if cold rolled,
over 12 inches in width (TSUSA, headnote 3(g) to schedule 6, part 2, subpart
A).
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from 5 to 25 percent of the total thickness of the plate. It is produced to
order in a range of stainless types (types 304L and 410S are the most common)
and in a variety of lengths, widths, and thicknesses. Both imported and '
domestic stainless clad steel plate must meet American Society of Testing
Materials (ASTM) specifications.

In general, stainless clad steel plate is used because it combines the
corrosion-resistant properties of stainless steel with the strength of carbon
or alloy steel, thus allowing less of the more expensive stainless material to
be used. Specific applications for the product include the fabrication of
petroleum vessels, petrochemical vessels, ships which carry corrosive
chemicals, and nuclear power plants.

The imported product

All known imports of stainless clad steel plate from Japan are produced
by Japan Steel Works, Ltd. (JSW), although other Japanese firms produce such
clad plate for sale in markets other than the United States.

JSW produces clad steel plate using a hot-rolling process in the
following manner. The surface to be bonded of both the cladding metal and the
backing steel are ground and cleaned. They are then nickel-plated to ensure
metallurgical bond. Two plates of backing material (carbon or alloy steel)
with two plates of cladding material between them are placed together with the
two cladding metals together. The sides of the cladding metal which are
placed together are coated with a parting compound so they can be separated
after bonding. The four pieces of metal with the cladding material in the
middle and the backing material on the outside are matched together to form an
assembly or pack and are then welded along the edges to protect the cladding
material from contamination during heating before rolling. The assembly is
then heated to the proper temperature and mill rolled to the required
thickness. The process metallurgically bonds the backing and cladding
material. The assembly is then heat treated and separated into two clad
plates to be cut into the appropriate dimensions. The clad plates are
subjected to ultrasonic and mechanical tests, and both the clad and backing

sides are surface finished to eliminate defects. The plates are then wrapped
and shipped.

JSW produces stainless clad plate ranging in thickness from 5/16 of an
inch to 6 inches, in widths from 78 inches to 174 inches, and in lengths from
160 inches to 510 inches, depending on the specifications set forth in the
customers' orders.

The Japanese producer.--There are three known producers of stainless clad
steel plate in Japan: JSW, Nippon Steel Corp., and Kobe Steel, Ltd. As
mentioned, only JSW is known to export this product to the United States.

JSW produces approximately * * * metric tons of clad steel plate a year.
This includes plates clad with nickel and nickel alloys and copper and copper
alloys. Roughly * * * of this is for use in the home market. The rest is
exported around the world. .

A-2
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JSW has a subsidiary company in the United States (Japan Steel Works
America, Inc.), which provides technical and mechanical assistance to U.S.
companies, but does not import or sell the clad steel plate directly.

- U.S. importers.—-Stainless clad steel plate is imported into the United
States by three known importers: * * ¥, * % % and * * *, These three
importers accounted for all U.S. imports of stainless clad steel plate from
Japan in January-June 1981. Although * * * imports the product from Japan, it
does not sell the material directly to U.S. fabricators. Instead, it
distributes its imports through * * *,

Tariff treatment.--Stainless clad steel plate is classified under item
607.94 in the Tariff Schedules of the United States (TSUS). 1/ This item
includes clad "plates and sheets of iron or steel, not cut, not pressed, and
not stamped to non-rectangular shape” (except such products electrolytically
coated or plated with base metals other than tin, lead, or zinc.). The column
1 (most-favored-nation) rate of duty for stainless clad steel plate is
currently 12 percent ad valorem. 2/ As a result of concessions granted in the
Tokyo round of the Multilateral Trade Negotiations (MTIN), this rate will
undergo a series of successive annual duty reductions beginning January 1,
1982, and ending on January 1, 1987, when the final column 1 rate of 6.5

percent ad valorem will be reached.

The column 2 rate of duty for item 607.94 is 30 percent ad valorem. 3/
Imports from least developed developing countries are not granted preferential
rates, 4/ and this item is not eligible for duty-free treatment under the
GSP. 5/

1/ Prior to Jan. 1, 1980, stainless clad steel plate was classified as
the now-deleted item 608.89, which was redesignated as item 607.94 pursuant to
Presidential Proclamation 4707.

2/ From January 1978 through December 1979, the column 1 rate of duty for
item 608.89 was 12 percent ad valorem. The column 1 rates are applicable to
imported products from all countries except those Communist countries
enumerated in general headnote 3(f) of the TSUSA. However, such rates would
not apply to products of developing countries since they are granted
preferential tariff treatment under the Generalized System of Preferences
(GSP) or under the least developed developing country (LDDC) rate of duty
column.

3/ The rate of duty in column 2 applies to imported products from those
Communist countries and areas enumerated in general headnote 3(f) of the TSUSA.
4/ The LDDC rate is a preferential rate (reflecting the full U.S. MTN
concession rate for a particular item without staging) applicable to products
of the LDDC's designated in general headnote 3(d) of the TSUSA which are not

granted duty-free treatment under the GSP.

5/ The GSP, under title V of the Trade Act of 1974, provides duty-free
treatment for specified eligible articles imported directly from designated
beneficiary developing countries. GSP, implemented by Executive Order No.
11888 of Nov. 24, 1975, applies to merchandise imported on or after Jan. 1,
1976, and is expected to remain in effect until January 1985.

A-3
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The domestic product

Stainless clad steel plate is produced in the United States by use of a
hot-rolling process or an explosion-bonding process. The roll-bonding process
employed in the United States is basically the same as that used by JSW.

Explosion bonding is a process in which the plates to be bonded are
joined by a high-pressure collision of the metals. Clad and backing plates
are placed close together (but not touching) at a slight angle, and a layer of
explosive is placed in contact with the outer surface of the cladding
material. When the explosive is detonated, the plates collide, and a jet
emanates from the collision point which moves slightly ahead of the collision
point, carrying away surface films which would normally prevent bonding. With
the films removed, the metals are bonded by the pressure and plastic flow
attending the collision. This method is more costly when bonding thin plates,
and there is a limitation to the surface area which can be bonded at once. It
is more cost competitive with thicker plates, however, and can be used to clad
with metals such as titanium, which are not successfully bonded using the roll-
bonding method.

U.S. producers

There are four known U.S. producers of stainless clad steel plate. All
four of these firms produce plate which is clad with stainless steel as well
as plate which is clad with other materials. 1/ Two of them, Lukens Steel Co.
(Lukens) of Coatesville, Pa., the petitioner in this investigation, and
Phoenix Steel Corp. (Phoenix) of Claymont, Del., produce clad steel plate
using the roll-bond method. The other two producers, E.I. du Pont de Nemours
& Co., Inc. (Du Pont), Coatesville, Pa., and Explosive Fabricators, Inc.
(EFI), Louisville, Colo., produce clad steel plate using the explosion-bond
method.

Lukens is a nonintegrated producer of carbon, alloy, and clad steel
plates and plate products, operating facilities in Coatesville and
Conshohocken, Pa. The plant in Coatesville has two 150-ton and two 100-ton
electric furnaces and an 85-inch single-strand slab caster. The ma jority of
the slabs are produced by the continuous-cast method. Because of the limited
capacity of the casting machine, however, a significant share of the firms'
plate production is made from ingot. The Coatesville facility is equipped
with 120-inch, 140-inch, and 206-inch rolling mills, an electro-slag remelting
facility, flanging department, clad steel department, heat-treating depart-
ment, sodium hydride pickling and descaling department, welding department,
and flame-cutting department. The plant in Conshohocken, acquired by Lukens
in 1978 from the now-defunct Alan Wood Steel Co., is equipped with a 4-high,
2-stand, 110-inch plate mill. Lukens produces carbon plate up to 30 inches
thick, 195 inches wide, and 1,000 inches in length, and alloy plate up to 18
inches thick, 195 inches wide, and 1,000 inches in length.

l/ Other cladding materials include nickel and nickel alloys, titanium, and
copper and copper alloys.

A-4
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Phoenix is a nonintegrated producer of steel plate products and seamless
steel tubing, operating facilities in Claymont, Del., and Phoenixville, Pa.
The plant in Claymont produces carbon, alloy, and clad plates, flanged and
dished heads, and welded pipe. It is equipped with two 150-ton electric
furnaces and a 2-strand continuous-slab caster. The majority of Phoenix's
slabs are produced by the continuous-casting method, although higher grade
slabs are made from bottom-poured ingots. The facility has a 120-inch, 2-high
roughing and descaling mill and a 160-inch, 4-high finishing mill. 1/ The
plant in Phoenixville produces seamless tubing exclusively. -

Although Lukens and Phoenix both produce carbon and alloy backing steel,
they purchase the stainless steel used in their cladding operations.

Du Pont has been producing clad steel plate using the explosion-bonding
method for more than 20 years. The prebonding operations are located in
Coatesville, Pa. The explosion bonding itself is done in an underground
shooting chamber. The clad steel plate is then returned to the Coatesville
facility for finishing. In addition to a wide variety of clad steel plates,
Du Pont produces clad heads and tube sheet. Both are products made from clad
steel plate. The fourth producer of clad steel plate is EFI. This firm also
uses the explosion-bond method of production and produces tube sheets as well
as clad plates. Du pont and EFI purchase both their backing steel and
cladding material.

U.S. Market and Channels of Distribution

The U.S. market for clad steel plate consists of the shipbuilding,
chemical, petroleum, and nuclear power industries. Clad steel plate, and
specifically stainless clad steel plate, can be used anywhere its particular
qualities of strength and corrosion resistance are required.

Apparent U.S. consumption of stainless clad steel plate and all clad
steel plate is shown in the following tabulation (in thousands of pounds):

Stainless clad All clad

Period steel plate steel plate
1978 _—— kKX Kok
1979- *kk * ke
1980-~--- - Kk %k *kk
January-June--

1980~ kK * dek

1981 ——— KAk Kk %k

1/ The largest Phoenix rolling mill is 160-inches wide. Because JSW has a
208-inch mill and Lukens has a 206-inch mill, Phoenix is limited in its
ability to compete for jobs requiring large-width plate.
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Consumption of stainless clad steel plate decreased steadily from * * *
million pounds in 1978 to * * * pillion pounds in 1980, representing a decline
of * * * million pounds or * * * percent. Consumption increased, however, in
January-June 1981, by * * * pillion pounds, or * * * percent above that in
January-June 1980.

Stainless clad steel plate is generally sold on a competitive-bid basis
to a fabricator who uses it in fulfilling requirements of a general contractor
or engineer for a particular project. There are at least two, and often
three, levels of distribution between the clad steel producer and the final
user of the product. The bid process at the fabricator level and at the

general contractor or engineer level is discussed in detail in the pricing
section. .

Nature and Extent of Alleged Sales at LTFV

Lukens alleges LTFV sales of stainless clad steel plate from Japan in
1981. The petition presents data comparing the constructed cost of the
Japanese product with the average U.S. price for three major contracts. The
resulting average LTFV margin arrived at by using this comparison was 14
percent.

Consideration of Material Injury

As discussed earlier, two of the four U.S. producers of stainless clad
steel plate use the roll-bonding method, and two use the explosion—-bonding
method. The explosion-bonding process is not as economical when bonding
thinner clad plates as is the roll-bonding method. Since much of the
stainless clad steel plate produced is three inches or less in thickness
(typically the product called for in the largest contracts), there is a
sizable part of the market in which the two explosion-bond producers are not
competitive with the roll-bond producers. In addition, the explosion-bond
producers maintain records on their cladding operations by square feet bonded
and not by pounds. Their data, therefore, had to be converted from square
feet to pounds. l/ For these reasons, much of the economic data presented in
this report are shown separately for the roll-bond producers and the
explosion-bond producers. When available, information is presented on total
clad steel plate operations also.

}/ One explosion-bond producer (EFI) was able to provide only partial data
which could not be aggregated with those provided by the other producers.
Therefore, EFI's data are not included in some of the following discussions.

EFI accounted for roughly * * * percent of domestic stainless clad steel plate
production in 1980.
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Total U.S. production of stainless clad steel plate declined steadily

from 1978 through 1980.

with production * * * (table 1).

Table l.--Stainless clad steel plate:

A sharp increase in production is indicated in 1981,

U.S. production, by firms, 1978-80,
January-June 1980, and January-June 1981

: : . January-June--
Firm *1978 ¢ 1979 1980 :
; j : ‘1980 ¢ 1981
: Quantity (1,000 pounds)
Phoenix--—- : kkk . *xk o *kk . kkk . k%%
Lukens- H kkk k%% kkk o k%% %%k
Subtotal . *kk o *kk . kk%k o *k%k . EX T3
Du Pont- H k%% kkk o % %% H % %% H * k%
EFI . *kk kkk *kk . kkk . k k%
Subtotal B k% kkk . kkk o kkk o * %%
Total . *k%k . *%k%k . EX *kk . EXE3
: Percent of total .
Phoenix-- . k%kk . *kk . *kk . kkk o k%%
Lukens- . k%% kkk o k%% . k%% . % %%k
Subtotal . kkk o *kk o kkk . *kk o kkk
Du Pont- . *kk kkk o kkk . *k%k . * k%
EFI-- . *kk o kkk . kkk . kkk o % % %
Subtotal - kkk . EE T EET N * % % * % %
Total : k%% . *kk o kkk o % %k % %% %

Source: Compiled from data submitted
U.S. International Trade Commission.

in response to questionnaires of the

Production of stainless clad steel plate by the two firms that use the
roll-bond method of cladding accounts for more than * * * percent of total
production, with Lukens accounting for roughly * * * percent of that
production, in the period under consideration.

Production of stainless clad steel plate by the roll-bond producers

declined by * * * percent from 1978 to 1979, then declined by an additional

* * * percent from 1979 to 1980.

1980.

An increase of * * * percent is shown in
production in January-June 1981, as compared with production in January-June
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Production by the explosion-bond clad producers shows a substantial
decline of * * * percent from 1978 to 1979, with an increase of * * * percent
indicated from 1979 to 1980. Production increased by * * * percent in
January-June 1981 compared with that in January-June 1980.

Production of all clad steel plate is shown in table 2. Production
declined from 1978 to 1980 by * * * million pounds, and then increased by

* % * million pounds in January-June 1981 compared with that in January-
June 1980.

Table 2.--Clad steel plate: U.S. production, by firms, 1978-80,
January-June 1980, and January-June 1981

(In thousands of pounds)

January-June~~

e oo e

Firm © 1978 7 1979 P 1980 '
: : : Do1980 ¢ 1981

Phoenix : kkk o kkk o kkk o kkk Kk
Lukens H %* %%k H %k %k % B EX T3 H k%% 3 * k%
Subtotal . *EE *EK ; *E% 3 *EE *xE

Du Pont- : kkk . *kk . kkk . k%% . EX T3
EFI : k%% o k%% kkk . k%% . *k%
Subtotal B k% . kkk . kkk . k%% . k%
Total B kkk . %k %k kkk .o *k% . *k%k

d

Source: Compiled from data submitte
U.S. International Trade Commission.

in response to questionnaires of the

Many of the facilities used in the production of clad steel plate are
used for the production of other plate products as well. Therefore,
production capacity for clad steel plate is based on the capacity of the
finishing facilities for producing the clad plate. Stainless clad and other
clad plate are produced on the same equipment; therefore, it is impossible to
determine capacity for stainless clad only. Table 3 provides information on
clad steel plate production as a share of capacity, and stainless clad steel
plate production as a share of capacity for all clad steel plate.
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Table 3.--Clad steel plate: Capacity and capacity utilization,
by firms, 1978-80, January-June 1980, and January-June 1981

. .
.

January-June--

Average—————————ee——

Firm P1978 f 1979 ¢ 1980 .
X X X 1980 o 1981
X Capacity (1,000 pounds)
Phoenix . kkk . Kkk . kkk o Kkk . Lok
Lukens : kk . *kk . *kk . *kk o Kk %
Subtotal . *kk *kk g *kk s *kk s ErT
Du Pont . * k% s *hE 3 *EK - *xkk 3 * k%
Total . *hk *KK *xk *hk o *k %
: Capacity utilization (Percent)
Stainless clad plate-- : : : : :
Phoenix— H % %% . k%% H %k kk H % %k H * k%
Lukens . kkk . kkk . *kk . kkk o k%
Subtotal s *xE s *xE *xE *EE 3 YT
Du Pont- . *RE 3 *KE 3 *xE *KE 3 FTT
Average———-———————r : k% . LTI *k%k *k% : *k%
All clad plate: : : : : :
Phoenj_x-— H * %% H ® %%k H d k% . sk ok H * k%
Lukens . kk . kK . ET T *kk . %k k
Average : * %%k : * k% . %* %% R EX X3 . % %%
Du Pont - *HRE *EE ET T T T TEX
. ET T ET T *EE ET T ETT]

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

Capacity of the U.S. producers to produce clad steel plate remained
stable from January 1978 through June 1981. Capacity utilization in the
production of stainless clad steel plate for the roll-bond clad steel plate
producers declined from * * * percent in 1978 to * * * percent in 1980. 1In
January-June 1981, however, capacity utilization was * * * percent, up from
* * * percent in January-June 1980.

Capacity utilization on all clad plate for roll-bond producers dropped
steadily from * * * percent in 1978 to * * * percent in 1980, or by * * *
percentage points. In January-June of 1981, however, capacity utilization for
these producers increased to * * * percent, * * * percentage points above that
in January-June 1980.

Du Pont, the only explosion-clad producer for which capacity data are
available, shows a slight * * * in capacity utilization for stainless clad
steel plate from * * * percent in 1978 to * * * percent in 1979, and a slight
* * % in 1980. In January-June 1981, DuPont's capacity utilization for
stainless clad steel plate * * % to * % * percent. A-9
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Du Pont's capacity utilization for all clad plate followed a different
trend, * * * by * * * percentage points from 1978 to 1979, then * * * by * % *
percentage points in 1980 to * * * percent. 1In January-June 1981, the firm's
capacity utilization * * % by * * % percentage points to * * * percent.

Aggregate capacity utilization for the three producers reporting both
production and capacity for stainless clad steel plate * * * from * * *
percent in 1978 to * * * percent in 1979, and to * * * percent in 1980. 1In
January-June 1981, capacity utilization for the stainless clad producers #* * *
to * * * percent, more than * * * the utilization rate of January-June 1980.

U.S. producers' domestic shipments

The quantity and value of U.S. producers' domestic shipments of stainless
clad steel plate are shown in table 4.

Total domestic shipments of stainless clad steel plate declined steadily
from * * * million pounds in 1978 to * * * pillion pounds in 1980. 1In
January-June 1981, however, domestic shipments totaled more than * * * million
pounds, almost * * * the * * * million pounds shipped in January-June 1980.
The quantity of domestic shipments of the explosive-bond producer followed a
slightly different pattern, * * * by * * * pounds from 1978 to 1979, and then
* % % by * * * pounds in 1980. A continued * * * ig shown in January-June
1981, with shipments * * * to * * * pillion pounds, * * * pounds * * * the
level reported in the corresponding period of 1980.

The value of total domestic shipments of stainless clad plate * * * from
* % % in 1978 to * * * in 1980, representing a * * * of * * % or * * %
percent. In January-June 1981, the total value of domestic shipments * * * to
* * % | almost * * * the shipments of * * * reported in January-June 1980.

The average unit value of domestic shipments of stainless clad steel
plate varied substantially between producers. The greatest difference was
between the explosive-clad producers and the roll-bond producers. This
variance is due principally to the different thicknesses and types of
stainless cladding used. The explosive-bond clad producers generally produce
the thicker clad plates, which have a greater range of unit values. Unit
values for the explosive-clad producers * * * from 1978 to 1979 by * * %
cents, and continued to * * * by * * % cents, in 1980. In January-June 1981,
the unit value of the explosive-clad producers * * * ,

The average unit value for the roll-bond clad producers * * * by * * *

cents, or * * * percent, in 1979, and by an additional * * * cents, or * * %
percent, in 1980.
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Table 4.--Stainless clad steel plate: U.S. producers' domestic shipments,
by firms, 1978-80, January-June 1980, and January-June 1981

. f : *  January-June--
Firm T 1978 1979 : 1980 . .
i X : ;1980 © 1981
: Quantity (1,000 pounds)
Phoenix : *hk o *kk o *k%k o *kk o *kk
Lukens : *kk o Ckkk *k%k o *kk o %k
Subtotal . *kk o *kk . *kk . *kk . hkk
Du Pont . *kE *xEx *x% . XTI * XK
EFI . *k%k . *kk . *kk . *kk o *kk
Subtotal ———————————_——— . *kk o *k%x . *kk s *kk o *kk
Total : LT T I *EE 3 *HE *Ekx 3 *hk
: Value (1,000 dollars)
Phoenix . *kk o *kk : *hk *%k%k *kk
Lukens—-— H k k% H %%k % H *k%x H %%k %k H ko k%
Subtotal : k%% H * %% H k&% H k%% H * k%
Du Pont : *kk o *h% *k% *%Q . *k ok
EFI : *kk o *kk o ET T *k%k *kk
Subtotal —————=—————eo : *kk . k%% *kk . *kk s T T
Total . *hk 3 *hx 3 *hE *xx EY T
Average unit value (per pound)
Phoenix- : k%% *k%k o k%% . k%% . * k%
Lukens . *kk o *kk . k% . *kk o kkk
Average : ThE 3 ET T *hE 3 *EE 3 ET T
Du Pont : *kk . *kk . *hk . *kk . hkk
EFI : *kk o *hk . *kk . *kk . kekk
Average . *hE *KE s xRk 3 *RE £33
Total—- xxE 3 *hE 3 *EK 3 ET T *Ex

ee oo

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

The quantity and value of U.S. shipments of all clad steel plate are
shown in table 5.

The quantity of shipments of all clad plate * * * steadily from * * *
million pounds in 1978 to * * * million pounds in 1980, or by * * * million
pounds or * * * percent. Data for January-June 1981 show shipments of all
clad plate of * * * million pounds--* * * million pounds, or * * * percent,
more than shipments in January-June 1980.
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Table 5.--Clad steel plate: U.S. producers' domestic shipments,
by firms, 1978-80, January-June 1980, and January-June 1981

: January-June--
1978

Firm X . 1979 ¢ 1980 .
: X : ;1980 oo1981
f Quantity (1,000 pounds)
Phoenix H *kk H EX X3 . *%k % H %ok %k . *%k %
Lukens . *kk . *kk . kkk . *kk . k%
Subtotal . *xkk *kk *k%k *xkk *% %
Du Pont . *kk 3 *kk *kk 3 *kk * k%
EFI . kkk o kkk o *kk . kkk *kk
Subtotal : *kk o *kk *kk *kk %% %
Total . *xx 3 *KE *kk . *KE YT
: Value (1,000 dollars)
Phoenix e *RE EXT . Fhk 3 ET T YT
Lukens - kkk . *kk . *kk . kkk . Kk k
Subtotal ————————————— : %k k% H %%k %k H % k% H %%k % H * k%
Du Pont - *RE : *xE 3 TRK *EE ;3 T
EFI . k% o *kk . ko *kk o *kk
Subtotal=—m————— e . ETT) *RE 3 *xx k%K *kk
Total * Kk *EE s ET T *hE 3 ET Y

se oo

. .
. °

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

The value of domestic shipments of all clad steel plate * * * from 1978
to 1979 by * * % or * % % percent, and then * * * by % % % or * % % percent,
in 1980. In January-June 1981, however, the value of shipments of all clad
steel plate was * * *——* % * percent * * * than it was in January-June 1980.

U.S. producers' exports

The quantity and value of U.S. producers’' exports of stainless clad steel
plate are shown in table 6.

Export shipments * * * from 1978 to 1980 by * * * pounds, or * * *
percent. There is a continued * * * shown in January-June 1981 when compared
with shipments in Janauary-June 1980. Exports as a share of U.S. producers'
total shipments * * * from * * * percent in 1978 to * * * percent in 1980, and
then * * % to * * * percent in January-June 1981. The value of exports * * %
as well, although, again due to differences in product mix, unit values have
fluctuated throughout the period.
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Table 6.--Stainless clad steel plate: U.S. producers' exports,
1978-80, January-June 1980, and January-June 1981

Period f Quantity f Value f Unit value
: 1,000 : 1,000 :
: pounds : dollars : Per pound
1978 ; k% ; *kk ; *kk
1979 : *kk o *kk . Kk
1980 : *kk . k% . * k%
January-June-- : : :
1980 : *kk *kk . *kk
1981 *kk *kk . *kk

oo oo
°e oo

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

The quantity and value of exports of all clad steel plate are shown in
table 7.

Table 7.--Clad steel plate: U.S. producers' exports, 1978-80,
January-June 1980, and January-June 1981

Period f Quantity f Value f Unit value
: 1,000 : 1,000 :
: pounds : dollars : Per pound
1978 ; *kk ; *kk ; * k%
1979 : *kk o kkk o Kk ok
1980 : *kk . k% o *kk
January-June-—- : : :
1980 : Kkk o *kk *kk
1981- : *kk . kkk . *k %k

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

The quantity of exports of all clad steel plate * * * by * % % pounds
from 1978 to 1979, and then * * * by * * * pounds in 1980. A continued * * *
of * * * pounds is shown in January-June 1981 when compared with exports in
January-June 1980. The value of these shipments * * * steadily throughout the
period under consideration.

The explosive-bond producers accounted for a greater share of the
nonstainless clad steel plate exports. These products tend to be thicker and
more expensive than the stainless clad steel plate produced by the roll-bond
producers, thus accounting for the generally * * * unit values shown in table
7 compared with those shown in table 6. A-13
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U.S. producers' inventories

Stainless clad steel plate is a specialty product which is produced to
specification and not generally held in inventory. Only one producer reported
any inventories. These developed because clad plates are produced in a pack
(i.e. two plates at a time) even if an order requires only one plate. The
extra plate produced is inventoried until such time as that particular
specification is required again. End-of-period inventories of stainless clad
steel plate and clad steel plate other than stainless are shown in the
following tabulation (in thousand of pounds):

Other than

Stainless . . stainless
1978 * kK *kk
1979 *kk ek
1980 *kk *kk

January-June—-

1980 kkk *kk
1981 ~———mmmmeeo Ktk kK

Employment, productivity, and wages

Information on employment and productivity for the U.S. industry produc-

ing clad steel plate was provided by three producers and is presented in
table 8.

The number of production and related workers employed in the production
of clad steel plate * * * steadily from * * * workers in 1978 to * * * workers
in 1980, or by * * * percent. Data for January-June 1981 show an * * * in the
number of production and related workers to * * %, Hours worked by production
and related workers * * * by * * % percent from 1978 to 1980, and then * * *
by * * * percent in January-June 1981 compared with hours worked in
January-June 1980. Output per hour worked remained fairly stable from 1978 to
1980, at just over * * * pounds. 1In January-June 1981, however, productivity
* ¥ * to * * * pounds per hour.

Only two producers (Lukens and Phoenix) were able to estimate the number
of employees allocated to the production of stainless clad steel plate. This
information is presented in table 9.
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Table 8.—Clad steel plate: Production and related workers, hours worked
by such workers, and output per hour, by firms, 1978-80, January-June 1980,
and January-June 1981

Average———-—~-~-—do—--

oo oo oo

f f f f January-June—-
Item and firm . 1978 . 1979 X 1980 . -
. . i . 1980 o 1981
Production and related : : : : :
workers: : : , : : :
Phoenix : k% o k% *kk o kkk o *kk
Lukens : kkk . *k%k . *kk o k% . *kk
Subtotal . ETT I *xk%k *Ex *hx 3 *%k%
Du Pont . *xE *hE *k%k . *xE . * kK
Total : *kk *hk 3 *%k%k o *kk g *k %k
Hours worked by production : : : : :
and related workers: : : : : :
Phoenix- e %k . k% %k . * k% . k k% B % k%
Lukens : *kk . *kk . *kk o *kk . kkk
Subtotal . % %% . k%% % %% . %k %% . %% %k
Du Pont H %% % H %k & e * k% e * %%k H kk%k
Total H * %k . kk%k H XT3 H k%% H XX
Output per hour: : : : : :
Phoenix-pounds per hour--: *kk . k&% %% *hx o *kk
Lukens -do : *kk . *kk . *kk o *kk o *kk
Average- —do : *kk : *kk 3 kkx 3 *k%k . * k%
Du Pont do . *kk s *kk *kk . *kk o kkk
: *kk . * k% *hk *kk . *xk
d

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

U.S. International Trade Commission.

Table 9.--Stainless clad steel plate: Production and related workers,
hours worked by such workers, and output per hour, 1978-80, January-
June 1980, and January-June 1981

Hours worked

Period : Production and : by production : Output per
¢ related workers : and related : Hour
: : workers :
: : : Pounds
1978 : Kkk o kkk . "k
1979 : Kk o KAk k%
1980 . kkk . kkk .
January-June-- : : :
1980 H *kk o kkk o * %%
1981 - &% % kkk . Sk

oo oo

Source: Compiled from data submitted in response to questionnairesAPfSthe
U.S. International Trade Commission. )
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The number of production and related workers involved in the production
of stainless clad steel plate * * * from * * * in 1978 to * * * i 1980,
representing a * * * of * * * yorkers, or * * * percent. In January-June
1981, however, the number * * * to * * *, Hours worked by such employees
* * % steadily from 1978 to 1980, and then * * * sharply in January-June 1981
compared with figures for January-June 1980.

Wages paid to production and related workers engaged in the production of
clad steel plate are shown in table 10. Total compensation, including fringe
benefits, * * * glightly from 1978 to 1979, and then * * * by * * * percent in
1980. In January-June 1981, total compensation * * * by * * % percent
compared with that in January-June 1980. This * * * was due mainly to the
large * * * in the number of hours worked, but it was also attribut-
able, in part, to a steadily increasing hourly wage. Average hourly wages
* % % from * * * in 1978 to * * * {in January-June 1981, representing an * * *
of * ¥ * or * * * percent. Fringe benefits are significant in this industry,
accounting for about * * * percent of total compensation.

Table 10.--Total compensation paid to production and related workers engaged
in the manufacture of clad steel plate, wages paid to such workers excluding
fringe benefits, and average hourly wages, by firms, 1978-80, January-June
1980, and January-June 1981

January-June--

Ttem and firm . 1978 1 1979 ' 1980 ° -
: : © 1980 ¢ 1981

.
.e o

Total compensation:

Phoenix————=———e—eee—— . *kk . *kk o *kk . *kk . *hk
Lukens—- . *kk o LT T N *kk o *kk o Kokk
Subtotal ————————— H k%% H k%% H * %% H %% H EX T
Du Pont : kEE 3 *k%x 3 *xEk xRk : *hK
Total==—————————— : *k%k 3 *kk 3 *kk 3 *kk ; *kk
Wages paid excluding : : : :
fringe benefits: : : : :
Phoenix——==—=—==—commm B k%% *%k% . k%% . *kk . *k%
Lukens —_— kkk o kk . *kk . *kk o *kk
Subtotal——————m—— : *k%x 3 IR TxRE *RE Y
Du Pont : *kk . *kk *kk xkk . )
Total=———==——————— . k&% . k% . k% . k%% . *k%k
Average hourly : : : :
wages: 1/ : : : : :
Phoenix————~~==m—a—ee——. k% *kk . k%% . k%% . Kk
Lukens . *kk o *kk o *kk o kkk o kkk
Average————==—~—- . *kk 3 *K%x 3 *xx 3 kE T
Du Pont H k%% . kkk . *%% . *k% . *k%k
Average—————==——= s xEx : xhE ; TxE : *kE 3 T

.o

}/ Based on wages paid excluding fringe benefits.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Two producers (Lukens and Phoenix) were able to allocate wages for
production and related workers of stainless clad steel plate. This
information is provided in table 11. The trends exhibited in this table are
generally the same as those presented in table 10.

Table 11.—-Total compensation paid to production and related workers engaged
‘in the manufacture of stainless clad steel plate, wages paid to such workers
excluding fringe benefits, and average hourly wages, 1978-80, January-June
1980, and January-June 1981

i f Wages paid .
Period : TOtalaY:ges *  excluding : Averag: Zourly
: P . fringe benefits’ g
1978 —; ke k ; Kk ; *kk
1979- : *kk . kkk o % kK
1980 : *kk . *kk . Kk k
January-June-- : : .
1980 : *k%k . *kk o kkk
1981 . *kk . kkk o *kk

. . .
. .

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

Financial experience of the U.S. producers

Profit-and-loss experience on clad steel plate.—-Three of the four
producers were able to supply the Commission with data on their financial
performance--Lukens, Phoenix, and Du Pont. These three firms account for
about * * * percent of total production.

Net sales of these three firms * * * from 1978 through 1980, but the
ratio of cost of goods sold to net sales * * *, The result was a * * * of
gross profits from * * * in 1978 to * * * in 1980. The ratio of gross profits
to net sales * * * from * * * percent in 1978 to * * * percent in 1980 (table
12).

Similarly, net operating profit * * * from 1978 to 1980 and the ratio of
net operating profits to net sales * * * from * * * percent in 1978 to * * *

percent in 1980. The ratio * * * further, to * * * percent, in January-June
1981.

Profit-and-loss experience on stainless clad steel plate.--The two
roll-bond producers were able to provide some information on their profit-and-
loss experience in producing stainless clad steel plate. This information is
presented in table 13.

Total net sales for these producers * * * from 1978 to 1979 by * * * or
* % % percent. The cost of goods sold, however, * * * by * * *  or % % %
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percent, causing gross profit to * * * by * * *, General, selling, and
administrative expenses * * * from 1978 to 1979 by * * * byt net operating
profit * * * by * % % o % % * percent.

From 1979 to 1980, net sales of stainless clad steel plate * * * by
%k k or k % % percent, but the cost of goods sold * * * by only * * * wwith
the result that gross profit * * * by * * *, General, selling, and
administrative expenses * * * slightly, and a net operating * * * was reported

in 1980. 1In January-June 1981, aggregate data for the two firms showed a net
operating * * * of * % %,

The ratio of cost of goods sold to net sales * * * gteadily from
* ¥ * percent in 1978 to * * % percent in 1980 and * * * percent in January-
June 1981. The ratio of net operating profit or loss to net sales * * *
steadily from * * * percent in 1978 to * * #* percent in 1980. In January-
June 1981, the ratio of net operating profit to net sales was * * % percent.

Consideration of the Threat of Material Injury

There are several factors which may contribute to a determination of a
threat of injury to the domestic industry. These include an ability of
foreign producers to increase their exports to the United States, any increase
in U.S. importers' inventories of the product, and increasing trends in the
quantity of imports and U.S. market penetration.

The best information available at the present time is that JSW has the
capacity to produce approximately * * * metric tons of clad steel plate per
year. Its production at the present time is approximately * * * metric tons.
JSW reported that * * * petric tons are produced for the home market, the
remainder being exported to numerous markets, particularly the * * *. JSw
predicts that it will produce at close to * * * percent capacity in 1982 based

on inquiries for large quantity orders it has received in 1981 from * * %
purchasers.

Since stainless clad steel plate is produced to specifications for a

particular order and shipped directly to the purchaser, U.S. importers do not
maintain inventories.

A discussion of the rate of increase of imports and of market penetration
is presented in the following section of this report.

Consideration of the Causal Relationship Between
Alleged LTFV imports and Alleged Injury

U.S. imports

The Commission was able to identify three importers of stainless clad
steel plate from Japan. Total imports reported by these importers (and, thus,

total U.S. shipments, since no inventories are maintained) are shown in the
following tabulation:
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Quantity Value
Period (1,000 pounds) (1,000 dollars)
1978 —— %%k kK
1979- Kk Fekk
1980 —_—— k&% %k %
January-June—-
1980 % %%k %k
1981 k% %kk

Official statistics of the U.S. Department of Commerce on imports from
Japan of products classified under TSUS item 607.94 are presented in the
following tabulation. Imports entered under this item include clad sheets as
well as clad plate, but the data correspond closely with those reported by
importers and presented above.

Quantity

Period (1,000 pounds)
1978 —————— = 781
1979 71
1980~ -- - 65
January-June——

1980~ e 64

1981 - - 1,529

The preceeding tabulations show that imports of stainless clad steel
plate from Japan have only been a factor in the U.S. market in 1978 and
January-June 1981. Imports of stainless clad steel plate from countries other
than Japan are believed to have been sporadic and small since 1978. As
specific data on such imports are not available at this time, only imports
from Japan are used in the calculation of apparent U.S. consumption that

follows.

Market penetration

The ratio of imports
U.S. consumption is shown

Imports of stainless
of consumption in 1978 to
percent of consumption in
in January-June 1981, the
imported or are scheduled

of stainless clad steel plate from Japan to apparent
in table 14.

clad steel plate from Japan * * * from * * * percent
* % % in 1979 and 1980, and then * * * to % * *

January-June 1981. In addition to the imports shown
importers reported information on imports which were
to be imported during July-December of 1981 based on

contracts which had already been awarded. These July-December 1981 imports
will total approximately * * * pounds.
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Table 14.--Stainless clad steel plate and all clad steel plate: Apparent
U.S. consumption and ratio of imports from Japan to apparent consumption,
1978-80, January-June 1980, and January-June 1981

: Apparent ¢ Ratio of : ¢ Ratio of

: U.s. timports from: Apparent : imports

: consumption ¢ Japan to : U.S. ¢ from Japan

Period P of stainless ° consumption:consumption: to

: clad steel :of stainless: of clad : consumption

: plate : clad steel :steel plate: of clad

: : plate : : steel plate

: 1,000 3 : 1,000 :

: pounds = : Percent : pounds : Percent
1978~ : *kk o kkk o kkk *okk
1979 : *hk o *kk o *kk . %k
1980 . *kk . kkk o *kk o k%
January-June-- : : : :

1980 . kkk o kkk o *kk o *kk
1981 H L3 H %%k % H k%% H kK%

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

Bids, prices, and lost sales

Bid process.--Bid competition characterizes the market for stainless clad
steel plate. Domestic producers and importers of such clad plate bid to
supply the material to fabricators for specific projects which incorporate
vessels made of stafnless clad steel plate. Fabricators, in turn, are
competing for contract awards to fabricate and construct these vessels or
structures for the ultimate user.

The stainless clad steel plate requirements for any specific project are
virtually identical irrespective of the source. Specifications vary widely as
to the type of clad and backing material (chemical composition) and with
respect to thickness and other dimensions of the plate from project to
project, depending on the intended use of the vessel or structure. The
specifications for a project are provided to fabricators and in turn to
stainless clad steel plate producers and importers by the firm that will be
the owner operator of the project, or by that firm's design contractor. l/

Bids to fabricate and construct stainless clad steel plate vessels and to
supply stainless clad steel plate to the fabricator are by invitation to
approved fabricators and stainless clad steel plate suppliers. Originating
firms for projects extend invitations to quote to various fabricators. These
fabricators, in turn, invite selected, approved stainless clad steel plate
producers and importers to bid on the clad plate material requirements.

l/ Design for stainless clad steel plate vessels for a project is generally‘
contracted out to an independent engineering firm by the project's originating A-22
firm, but, on occasion, may be done by the originating firm's own engineers.
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Approved bidder lists may be established by the fabricator or the originating
firms. A stainless clad steel plate producer frequently provides the same bid
to several fabricators competing on a specific project.

The number of fabricators bidding on a project generally ranges from two
to as many as six. In some instances a single fabricator may be the sole
bidder on a project. Such projects usually involve small tonnage
requirements. Domestic fabricators, however, do not want to face the problems
of single sourcing for stainless clad steel plate supply. Infrequently,
client firms specify a preferred stainless clad steel plate producer. Major
fabricators competing for contract awards to fabricate and construct 1/
stainless clad steel plate vessels include those listed below.

¥ % % ¥ % ¥ ¥ *
¥ %k % F % F * %
* % % H X H N %
% % % % % % F* ¥ *
¥ % Ok % ¥ ¥ ¥ FH F
¥ % ¥ X d X N N *

Among these firms, three fabricators, * * % * % * gapd * * * are known
to have sought stainless clad steel plate bids from, and awarded contracts to,
importers of Japanese stainless clad steel plate. g] These three firms
accounted for the purchase of approximately * * * percent of the imports of
stainless clad steel plate from Japan in January-June 1981.

Japanese fabricators also compete for stainless clad steel plate project
contracts using Japanese clad plate. For example, * * * wyas the successful
fabricator on a bid for a project using 250 tons of stainless clad steel plate
in 1981. 3/ On one occasion, JSW * * *,

Preference for domestic product.--Domestic fabricators have varied
policies with respect to using stainless clad steel plate sourced from Japan.
* * * has a stated policy of using domestic clad plate. There are two
exceptions to this policy: (1) if a customer requests foreign clad plate and
(2) if * * * knows that one of its competitor is bidding on the project on the
basis of using Japanese or some other foreign-made steel it will consider
sourcing its requirements from Japan. Under either of these two circumstances,

1/ Most of the competing fabricators have a shop fabricating capability and
an erecting capability. A few, e.g., * * *,  have only a shop capability and
join with another fabricator with erection capability in order to bid a
complete project.

2/ Data to supply and to verify 1nformat10n on bids and prices provided by
domestic producers and importers were obtained by questionnaire from the
above-named fabricators.

3/ It is not known whether or not the stainless clad steel plate imported
from Japan was sourced from JSW. * * %, A-23
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the bid team asks * * * management for an exception to the company's domestic
preference policy. Other fabricators such as ¥ * * and * * *  although not
having a stated domestic preference policy, do in certain instances evidence a
Preference for domestic stainless clad steel plate. In cases where competing
bids for supplying stainless clad steel plate were close, contract awards by
these fabricators went to the domestic bidder even though the bid on Japanese
clad plate was lower than that for the domestic product.

Two reasons were given by fabricators for not accepting the "apparent"”
low bid. 1In one instance, the fabricator had more confidence in the domestic

producer than in JSV. Moreover, the difference in the clad plate bids was not
enough to cause the fabricator to lose the project. In other cases, pre-
ference for the domestic product may be based purely on broader cost consider-
ations. In such cases, a bid comparison is termed "unevaluated” and is not
considered in isolation of other cost factors. 1/ One such factor is the
relative importance of the stainless clad steel_blate to the total project for
which the fabricator is competing. On some projects, the stainless clad steel
plate may represent only a small portion of the total amount of the fabri-
cator's bid. Another factor is the administrative cost add-on by fabricators
and/or by the engineering contractor. 1In part, this cost is to cover required
testing and inspection of the stainless clad steel plate in the producing
mill. When such testing and inspection are conducted in a Japanese mill, the
cost incurred to send an engineer to Japan may wipe out a small differential
in competing Japanese and domestic bids. Thus, in summary, the administrative
cost of testing in the Japanese mill and an inherent preference for the
domestic product are often factors that shift contract awards away from the
"apparent” low bid for Japanese stainless clad steel plate to the domestic
supplier.

Generally, the number of stainless clad steel plate producers bidding on
large tonnage projects is limited to two--Lukens and JSW. Phoenix
infrequently is listed as a bidder on projects for which * * * and * * * gre
seeking stainless clad steel plate quotes. g/ Du Pont appears as a competing
bidder on small-tonnage projects, and no other foreign mill appears as a
competing materials supplier except for the * * * mill, * * *, Questionnaire
data show that * * * yon * * * contracts to supply stainless clad steel plate
during the subject period, one for * * * tons and another for * * * tons.

It should be noted that fabricators have emphasized the importance of
having alternative sources of supply for stainless clad steel plate. One
fabricator queried on preference responded that the firm would not want to see
either the major domestic firm (Lukens) or the Japanese mill (JSW) in a
dominant position.

1/ Facts indicate that domestic producers maintain close contact with the
end user by providing technical assistance. Fabricators have identified this
producer/end-user relationship as an effective market factor influencing
selection of a clad plate supplier.

2/ % % %,

A-24
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Prices.--Stainless clad steel plate quotations by Lukens and Phoenix are
made from a published list of prices on an f.o.b. mill basis. Freight is paid
by the purchaser. The specifications for a particular project are translated
into a quote calculated from a base price plus an additional cost for
"extras."” Extras are added for requirements such as explosion bonding and
rerolling, as well as for nonstandard widths, lengths, thicknesses, and
tolerances. Testimony by Lukens at the conference revealed that list prices
were used as a basis for preparing quotes until about mid-1980. At that time,
discounts from list became the pattern. Such discounting has become sharper
in recent bids by Lukens. JSW contends that pricing is unique to each job bid
since each project has individual specifications. 1In its conference
testimony, JSW stated that a published price has no significance except as a
judgment of what the firm believes the price ought to be. Petitioners contend
that price is the most important factor in winning a bid. Respondents assert
that quality, delivery, and service are equally important. The three
aforementioned purchasing fabricators were asked to rate such factors. Each
of these fabricators stated that a nonprice factor was more important than
price. The factors named were quality (* * *), adherence to specifications
(* * *), and customer preference (* * *), The Commission staff has confirmed
instances in which domestic quality of product was preferred over Japanese
quality and, conversely, where the Japanese product was favored for quality
reasons.

Bid competition.--Domestic producers and importers were asked to provide
data on the 5 largest tonnage requests for quotes to supply stainless clad
steel plate to which they responded with bids in 1980 and January-September
1981. These data enable a comparison of the participants' competitive
positions in the market for stainless clad steel plate and are presented in
table 15. The aggregate data, by firms, show total tonnage of those bids made
and total tonnage of contract awards. Bids lost to JSW, to other foreign
firms, and to competing domestic producers are shown as a percent of total
tonnage bid.

The ratio of bids won to bids lost, in terms of tonnage, has * % *,

A-25
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Projects won by JSW.--Contract awards to importers for stainless clad
steel plate sourced from JSW are summarized in table 16. These data indicate
that in 1980, * * *, * % * contracts were awarded for JSW stainless clad
steel plate in January-September 1981 for a total of * * %, * % %,

Bid comparisons show * * *,

Contracts lost by JSW.--During 1980 and January-September 1981, JSW,
through importers whose quotes were based on stainless clad steel plate to be
sourced from JSW, lost a number of contracts to domestic suppliers. 1In each
case, * * *, These contracts lost by JSW (or its importing representative)
are summarized in * * * table 17. 1In 1980, JSW lost * * *,

Factors other than price largely explain these lost bids. In most cases,
the awarding company (either * * * or * * %) baged its award on a domestic
preference policy. In two of the instances, * * *,

Price suppression/depression.--The bid process in the market for
stainless clad steel plate provides an unusual opportunity to assess the
possibility of price depression that may have occured as a result of import
competition. During the time between initial response to a bid inquiry and
the contract award to supply stainless clad steel plate for that project,
domestic producers and competing importers have an opportunity (or at times
more than one) to change (i.e., lower) their respective bids. There are
several factors that create this situation. First, specifications sometimes
change during the course of a project's evolution, offering a chance for
rebids. Second, competing bidders frequently seek an informal insight as to
their relative position in the bid spectrum and alter their bids accordingly.
Or, fabricators (without any change in specifications) seek lower material
quotes in an effort to enhance their own overall competitive position
vis—a-vis other fabricators. Where such<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>