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UNITED STATES INTFRNATIONAL TRADE COMMISSION
Washington, D.C.

Investigations Nos. 701-TA-148 through 15C (Preliminary) and
731-TA-88 (Preliminary)

CARBON STEEL WIRE ROD FROM BRAZIL, BELGIUM, FRANCE, AND VENEZULLA

Determinations

On the tasis of the record l/ developed in its countervailing duty
investigations on carbon steel wire rod from Brazil, Belgium, and France, the
Commission determines, 2/ pursuant to section 703(a) of the Tariff Act of 1930
(19 U.S.C. 1671b(a)), that there is a reasonable indication that an industry
in the United States is materially injured or threatened with material
injury 2/ ﬁ/ by reason of imports of cgrbon steel wire rod, provided for in
item 607.17 of the Tariff Schedules of the United States (TSUS), which are
alleged to be subsidized ty the Governments of Brazil, Belgium, and France,
respectively.

On the basis of the record developed in its antidumping investigation on
carbon steel wire rod from Venezuela, the Commission determines, 2/ 5/
pursuant to section 733(a) of the Tariff Act of 1930 (19 U.S.C. 1673b(a)),
that there is a reasonatle indication that an industry in the United States is
'materially injured or threatened with material injury 6/ 7/ by reason of
imports of carbon steel wire rod, provided for in item 607.17 of the TSUS,

from Venezuela which are alleged to be sold in the United States at less than

fair value.

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (47 F.R. 6120, Feb. 10, 1582).

2/ Commissioner Haggart was sworn in subsequent to the vote.

Ey Chairman Alberger finds threat of material injury only in the
investigation involving Brazil and present material injury only in the
investigations involving Belgium and France.

4/ Commissioner Frank finds present material injury in all three
investigations.

5/ Vice Chairman Calhoun dissenting.

6/ Chairman Alterger and Commissioner Eckes find threat of material injury
only.

Z/ Commissioner Frank finds present material injury only.

1



Background

On February 8, 1982, a petition was filed by counsel on behalf of Atlantic
Steel Corp., Georgetown Steel Corp., Georgetown Texas Steel Corp., Keystone
Consolidated, Inc., Korf Industries, Inc., Penn—Diéie'éteel Corp., and
Raritan River Steel Co. with the U.S. International Trade Commission and with
the Department of Commerce alleging that an industry in the United States is
materially injured, or is threatened with material injury, or that the estab-
lishment of an industry in the United Stateé is materially retarded, by reason
of imports from Brazil, Belgium, and France of carbon steel wire rod upon which
bounties or grants are alleged to be paid and by reason of imports from
Venezuela of carbon steel wire rod which are allegedly being sold at less than
fair value. Accordingly, the Commission instituted preliminary investigations
under sections 701(a) and 733(a), respectively, 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
that the establishment of an industry in the United States is materially
retarded, by reason of the importation of such merchandise into the United
States.

Notices of the institution of the Commission's investigations and of a
conference to be held in connection therewith were given by posting copies of
the notices in the Office of the Secretary, U.S. International Trade Commission,

Washington, D.C., and by publishing the notices in the Federal Register on

February 17, 1982 (47 F.R. 7346 and 7347). The conference was held in
Washington, D.C. on March 3, 1982, and all persons who requested the opportunity

were permitted to appear in person or by counsel.



VIEWS OF THE COMMISSION

After considering the record, we conclude: (1) there is a reasonable
indication that an industry in the United States is.materially injufed or
threatened with material injury by reason of allegedly subsidized imports of
carbon steel wire rod from Brazil; l/ (2) there is a reasonable indication
that an industry in the United States is materially injured or threatened with
material injury by reason of allegedly subsidized imports of carbon steel wire
rod from Belgium; g/ (3) there is a reasonable indication that an industry in
the United States is materially injured or threatened with materiai injury by
reason of allegedly subsidized imports of carbon steel wire rod from
France; 2/ (4) 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 carbon steel wire rod from Venezuela allegedly sold at less than

fair value (LTFV). 3/ 4/

1/ Vice Chairman Calhoun determines that there is a reasonable indication
that an industry is materially injured or threatened with material injury by
reason of allegedly subsidized imports of carbon steel wire rod from Brazil,
Belgium and France. Commissioner Frank determines that there is a reasonable
indication that an industry is materfally injured by reason of allegedly
subsidized imports of carbon steel wire rod from Brazil, Belgium and France.
Commissioner Frank also, having found a reasonable indication of material
injury, does not reach the issue of threat of material injury. Chairman
Alberger determines that there is a reasonable indication that an industry in
the United States is threatened with material injury by reason of allegedly
subsidized imports of carbon steel wire rod from Brazil.

2/ Chairman Alberger, having found a reasonable indication of material
injury with respect to imports from Belgium and France, does not reach the
issue of threat in either of those two investigations.

3/ Chairman Alberger and Commissioner Eckes determine that there is a
reasonable indication that an industry is threatened with material injury by
reason of imports of carbon steel wire rod from Venezuela allegedly sold at

(Footnote continued)



4
In the following analysis, we will first define the domestic industry.
We will then examine the state of the domestic industry in terms of the
relevant economic indicators. Finally, we will examine the causal
relationship between the state of the domestic industry and the dumped or

subsidized imports on a country by country basis.

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.” Section 771(10) 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.

Carbon steel wire rod is a hot-rolled, semifinished, coiled product of
solid, round cross section, not under 0.20 inch nor over 0.74 inch in
diameter. Carbon steel wire rod can differ in its chemistry (carbon content)
and the process by which it is manufactured (continuous cast or rimmed steel

rod). It is produced in a variety of different grades, sizes and qualities.

(Footnote continued)

less than fair value. Vice Chairman Calhoun determines that there is no
reasonable indication that an industry in the United States is materially
injured or threatened with material injury by reason of imports of carbon
steel wire rod from Venezuela allegedly sold at less than fair value.
Commissioner Frank determines that there is a reasonable indication that an
industry is materially injured by reason of allegedly dumped imports of carbon
steel wire rod from Venezuela and therefore does not reach the issue of threat
of material injury.

4/ Commissioner Frank notes that the statute and legislative history require
the Commission in its preliminary determinations in both antidumping and
countervailing duty investigations to exercise only a low threshold test based
upon the best information available to it at the time of such determination
that the facts reasonably indicate that an industry in the United States could
possibly be suffering injury, threat thereof or material retardation. H.R.
Rep. No. 956-317, 96th Cong., lst Sess. 52 (1979).
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The subject imports of carbon steel wire rod are believed to include all
of these grades, sizes and qualities. Domestic producers make the same
grades, sizes and qualities of carbon steel wire rod as are imported. On the
information that we have at this time, there appear to be no clear dividing
lines based on the characteristics and uses of different grades, sizes and
qualities of carbon steel wire rod. Accordingly, for the purposes of this
preliminary investigation, the like product is carbon steel wire rod and the

domestic industry is composed of the producers of carbon steel wire rod.

Condition of the domestic industry

It is clear that the domestic industry as a whole is experiencing
problems. The industry's financial performance, capacity utilization, and
employment levels all declined during 1979-81.

Since 1979, the U.S. carbon steel wire rod industry has undergone a
significant change. The newef, more efficient mini mills have gained an
increasing share of U.S. production. The share held by the integrated
producers has declined significantly from 62 percent in 1979 to 46 percent in
1981. 1In general, the mini mills were more profitable than the integrated
operations during the period under consideration. However, their performance
did not lift aggregate industry statistics to satisfactory levels for any of

the three years covered by this investigation. éj

5/ Commissioner Frank notes that the oft-cited efficiency of mini-mills is
contingent upon a number of economic factors including location, availability
of adequate scrap at attractive prices, and energy cost considerations. 1In
fact, it is known that a number of mini-mills are currently suffering economic
and financial distress. Also, certain integrated producers' wire rod
operations can approach, if not reach, productive efficiencies of mini-mills
if, all other factors being equal (e.g. prices), such integrated operations
attain favorable capacity utilization levels.
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The domestic industry showed a slight profit in 1979, but was
unprofitable in 1980 and 198l. Together, the 10 reporting firms earned an
operating profit of $14 million in 1979, which represented 1.2 percent of net
sales that year. However, the industry sustained losses of $55 miliion (5
percent of net sales) and $27 million (2.2 percent of net sales),
respectively, in 1980 and 198l. Five firms sustained operating losses in
1979, seven firms sustained such losses in 1980, and six in 1981.A

The ratio of cost of goods sold to net sales rose from 96 percent in 1979
to 101 percent in 1980, indicating that, in the aggregate, the 10 reporting
firms sold their carbon steel wire rod at less than the cost of préduction in
1980. 1In 1981, this ratio declined slightly to 98 percent. Howevef,
integrated producers generally continued to sell rod below the éost of
production.

Carbon steel wire rod production decreased from 1979 to 1930, but turned
slightly upward in 1981. Commercial shipments followed the same pattern, but
then started another decline after March 198l. |

Capacity utilization in the wire rod mills declined during this period
from 88 percent in 1979 to 77 percent in 198l. 6/ Employment of production
and related workers for carbon steel wire rod decreased each year during the
period under consideration, declining from 9,376 in 1979 to 6,880 in 1981, or
by 27 percent; however, some of this decline appears to be the result of
industry changes increasing productivity. The hours worked also fell from 19

million in 1979 to less than 14 million in 1981, or by 29 percent.

6_/ Commissioner Stern notes that there is no information on the record which
indicates any bottlenecks in the availability of steel scrap or raw steel for
the carbon steel wire rod mills.
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Reasonable Indication of Material Injury By Reason of Tmports

Section 771(7)(B) directs the Commission in making its material injury
determinations, to consider among other factors, (1) the volume of imports of
the merchandise which is the subject of the 1nvestigatipn, 2) the effect of
imports of such merchandise on prices in the United Stétes for like products,
and (3) the impact of imports of such merchandise on domestic producers of

like products.

Cumulation
Chairman Alberger and Commissioners Stern and Eckes have made their

determinations on a case-by—case basis. Should any of the preliminary cases
return for final determinations, they do not preclude cumulation when the
record, as developed, shows it is appropriate. For cumulation to be
appropriate, we believe that it must be demonstrated that "the factors and
conditions of trade in the particular case show its relevance to the
determination of injury”. 7/ There are preliminary indications that many of

these factors may be present. 8/ Should any of these cases return for final

7/ S. Rep. No. 93-1298, 93d Cong., 2d Sess. 180 (1974). There are no
specific references to cumulation in the Trade Agreements Act of 1979 or its
legislative history. A general reference to the "conditions of trade and
competition” is found in S. Rep. 96-249, 96th Cong., lst Sess., 74 (1979).

For a further description of these factors and conditions of trade, See
Certain Steel Products from Belgium, Brazil, France, Italy, Luxembourg, The
Netherlands, Romania, The United Kingdom, and West Germany, Inv. Nos.
701-TA-86-144, 146 and 147 (Preliminary) and 731-TA-53-86 (Preliminary), USITC
Publication 1221, Views of Chairman Alberger, Vice Chairman Calhoun, and
Commissioners Stern and Eckes, at 16 and 17.

8/ Chairman Alberger and Commissioner Stern note that while there is not yet
sufficient information available to them to determine whether cumulation is
appropriate in any of these investigations, they have voted to continue
certain cases which may merit cumulative treatment in a final investigation
where an isolated analysis might otherwise call for a negative determination
at the preliminary stage.
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determinations, we invite further comment on this issue. 9/

Vice Chairman Calhoun, using the data discussed in this opinion and on
the record, cumulated the impact of the subsidized imports from Brazil,
Belgium and France. He found that the factors and conditions of trade well
demonstrated the relevance of cumulation in these investigations. 1In his
view, it is in their collective, rather than through their individual presence
in the U.S. ﬁarketplace that imports are affecting the domestic industry.
Some of the factors and conditions of trade which make cumulation appropriate
here are, first, the condition of the domestic industry, as demonstrated in
the discussion above, is not strong, making it especially vulnerable to the
impact of imports. Second, the imports and the like product are fungible,
they compete in the same market for the same end users, and imports appear to
have a simultaneous impact in the market. In addition, the domestic industry
holds the dominant share of domestic apparent consumption while the individual
countries importing the carbon steel wire rod under investigation have very
low levels of penetration. This particular circumstance of high domestic
market share and very low individualized penetration makes it difficult to
establish with confidence a direct relationship between imports from a
particular country and the material injury or threat which exists. But in
view of the other factors observed, he finds a reasonable indication that the
required nexus exists between material injury or threat and the cumulative

impact of the imports. 10/

9/ Chairman Alberger and Commissioner Stern invite in particular further
argument on whether subsidized imports can be cumulated with imports sold at
less than fair value.

10/ For additional reasoning by the Vice Chairman on cumulation, See Certain
Steel Products from Belgium, France, Italy, Luxembourg, The Netherlands,
Romania, The United Kingdom, and West Germany, . . ., Additional Views of Vice
Chairman Michael J. Calhoun, at 98-104.




. 9
Commissioner Frank made his determinations in these cases by aggregating

the impact of those allegedly unfairly traded imports from Brazil, Belgium,
France and Venezuela as well as those from Argentina and the Republic of South
Africa. Therefore, he does not join his colleaques in their affirmative
determinations as reached on a country-by-country basis and the discussion and

reasoning therein. 11/

Prices 12/

In analyzing data on pricing in each of these investigations, the
Commission has been confronted with an apparent contradiction. On the one
hand, questionnaire data gathered by the Commission indicate that imported
carbon steel wire rod from all of the subject countries has been selling at
prices above those for domestically produced wire rod. On the other hand,
domestic purchasers have confirmed lost sales to importers from all but one of
the four subject countries. Most of the carbon steel wire rod being imported
into the country is standard quality low-carbon wire rod and pricing data was
limited to that type of rod. Imported standard quality rod is fungible with
domesticaily produced standard quality rod. Thus, price is generally a
principal factor in purchase decisions. Most foreign producers enter U.S.
markets by selling at low prices, particularly when dealing in fungible
commodities.

Representatives of 9 purchasers of carbon steel wire rod confirmed that
the three primary considerations in their purchasing decisions were price,
quality, and their relationship with suppliers. Price was generally
acknowledged to be the primary factor, although quality was considered by some

to be equally important. Because of these facts, the meaning and reliability

11/ See also Commissioner Frank's Additional Views. 9
ig/ See Commissioner Frank's Additional views.
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of the data on pricing are open to question. If these investigations return
to the Commissicn for a final determination, we will examine pricing in
greater depth. ;1/

Petitioners allege that the carbon steel wire rod market is exffemely
price sensitive. The announcement of low prices for carbon steel wire rod can
have a ripple effect throughout the entire industry, forcing wire rod prices
down. This is especially true for domestic producers because, nniike foreign
producers, domestic producers' orders can be cancelled up to the time of
delivery. Thus, their prices are subjeét to renegotiation in the downward
direction.

In the final quarter of 1981, net realized prices to U.S. customers,
f.o.b. producers' mill, were only one percent above the level that prevailed
almost three years earlier in the first quarter of 1979, demonstrating that
domestic producers are clearly suffering from price suppression. The data
discussed earlier showing domestic sales below the cost of production provide

further indication of such price suppression.

1. CARBON STEEL WIRE ROD FROM BRAZIL

Introduction

We determine that there is a reasonable indication that allegedly

13/ Vice Chairman Calhoun and Commissioner Stern note that the attention
paid to pricing results from its importance as a measure of material injury
and as a possible factor linking imports to the harm suffered by the domestic
producers. In their view, in light of the contradictory pricing information
thus far collected, it must be kept in mind that the causal connection between
subsidized imports and material injury or the threat thereof may manifest
itself in ways other than price. These alternative ways include, but are not
limited to, the ability of a foreign producer to supply the U.S. market on a
regular basis, advertising, specialized service, inducements, and stronger
balance sheets assisting in attracting capital.

10
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subsidized Brazilian imports have caused or threaten to cause 14/ material

injury to the domestic carbon steel wire rod industry. Our decision is based,

among other factors, on the sharp increase in imports from Brazil in 1981, a
contract between a large Brazilian producer and a foreign party reléted to a
U.S. importer which calls for large increases of carbon steel wire rod exports
to the United States, and the very large capacity to produce carbon steel wire
rod in Brazil.

Volume of imports

In 1979, Brazil only exported 33 tons of carbon steel wire rod to the
United States. U.S. imports of Brazilian rod went from O in 1980 to 32,579
tons in 1981, totalling 0.6 percent of consumption. This indicates Brazil's

ability to quickly enter the U.S. market.

Price

Although available data on prices indicate that carbon steel wire rod
from Brazil was higher priced than the domestic product, the prices of
Brazilian rod were lower than those for any other subject country. The
Commission also confirmed a number of lost sales, more than from any other
subject country. More sales were also allegedly lost to Brazil than any other
subject country.

There are preliminary indications that imports from Brazil, by virtue of
a competitive advantage allegedly derived from government sﬁbsidization, are

taking sales away from domestic manufacturers and may be materially

suppressing or depressing prices in the U.S. market.

14/ See Footnote 1, at p. 1.

11



12

Threat of material injury

A very large producer of carbon steel wire rod in Brazil has entered into
a long term contract with a foreign company related to a large importer.

Under the terms of the contract, this producer will export to the U.S. market
large quantities of carbon steel wire rod. The quantities will be much larger
than the amounts previously exported to the United States.

Brazil also has the capacity to produce roughly 2 million tons of carbon
steel wire rod. In 1981, a significant portion of that capacity was unused.
With a sizeable share of the total exports from Brazil in 1981 directed to the
United States, much of that unused capacity could be directed at the United
States market;

Hence, the Brazilian steel industry appears to have the capacity and the
financial incentive to increase its shipments to the United States over
present levels. Such shipnents could further impact a domestic industry that

is already weakened.

2. CARBON STEEL WIRE ROD FROM BELGIUM

Introduction

We conclude that there is a reasonable indication that the domestic
industry has suffered or is threatened with 15/ material injury by reason of
allegedly subsidized imports of carbon steel wire rod from Belgium. Our
determination is based, among other things, on the continued significant
volume of Belgian imports, confirmed lost sales, and low capacity utilization

in Belgium.

15/ See Footnote 2 at p. 1.
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Volume of imports

Imports of carbon steel wire rod from Belgium declined from 30,697 tons

in 1979 to 20,012 tons in 1980. Imports then increased to 21,547 tomns in
1981. Although, imports from Belgium were O in the first quarter of 1981,
imports increased significantly during the last three quarters. Imports of
carbon steel wire rod from Belgium accounted for 3 percent of total imports in

both 1980 and 1981.

Prices
Although data indicate that Belgian wire rod is selling at prices above
those for domestically made carbon steel wire rod, the Commission was able to

confirm lost sales to wire rod from Belgium.

Threat of material injury 16/

Although production of carbon steel wire rod in Belgium declined by 10
percent from 1979 to 1981, Belgian capacity to produce carbon steel wire rod
increased. Thus, the capacity utilization of producers in Belgium declined to
very low levels in 1981. At the same time, total exports of carbon steel wire
rod from Belgium accounted for an nearly 40 percent of production, indicating
that this significant unused capacity could be directed at the United States
in the future.

We conclude that the low capacity utilization and the strong export
orientation of the Belgian steel industry establish a reasonable indication of
threat of material injury by reason of imports of carbon steel wire rod from

Belgium.

16/ See Footnote 2 at p. 1.

13
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3. CARBON STEEL WIRE ROD FROM FRANCE

Introduction

We conclude that there is a reasonable indication that the domestic
industry has suffered or is threatened with 17/ material injury by feason of
allegedly subsidized imports of carbon steel wire rod from France. Our
determination is based, among other things, on the continued significant
volume of French imports which has slowly been increasing, on éonfirmed lost

sales, and on the relatively low capacity utilization of French mills.

Volume of imports

France has continued its position as the third largest exporter of carbon
steel wire rod to the United States increasing its share of total U.S. imports

from 12 percent in 1979 to 13 percent in 1981. Imports of carbon steel wire

rod from France dipped slightly from 98,267 tons in 1979 to 93,738 tons in

1980 and then in 1981 increased by nine percent to 101,921 tons.

Prices

From the data gathered, French wire rod, like Brazilian and Belgian wire
rod, appears to be selling at prices above those for domestically produced
rod. However, one-third of the confirmed lost sales were to carbon steel wire

rod from France.

Threat of material injury 18/

Al though production and capacity declined slightly from 1979 to 1981,

exports of carbon steel wire rod accounted for about 40 percent of production

17/ See Footnote 2, at p. 1.
18/ See Footnote 2, at p. 1.

14
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in France. Furthermore, capacity utilization was at a relatively low level in
1981, indicating that additional exports of carbon steel wire rod could be
directed from France to the United States. We conclude that the éxport
orientation and the relatively low capacity utilization of the Frenéh steel
industry establish a reasonable indication of threat of material injury by

reason of imports of carbon steel wire rod from France.

4. STEEL WIRE ROD FROM VENEZUELA 19/

Introduction

Our determination that there is a reasonable indication that allegedly
dumped carbon steel wire rod from Venezuela has caused or threatens to
cause gg/ material injury to the domestic industry is based principallv on the
quick entrance of Venezuelan imports and on the extremely low capacity

utilization rate in Venezuela.

Volume of imports

In 1979, Venezuelan imports to the United States were 0. In 1980 imports
increased to 4,461 tons. In 1981, imports jumped 6 times to 25,443 tons.
Imports from Venezuela accounted for 0.6 percent of total U.S. imports in 1980
and 3.3 percent in 1981 which indicates Venezuela's ability to penetrate the

U.S. market rapidly.

Prices
Venezuela's prices appear to be higher than the domestic prices.

However, although there were no confirmed lost sales to Venezuelan wire rod,

19/ See Additional Views of Vice Chairman Michael J. Calhoun.
20/ See Footnote 3, at p. 2.

15
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the Commission's staff was able to trace a sizable sale of Vénezuelan rod to a
major domestic user which also buys from domestic sources. Since Venezuela is
a very new entrant to the U.S. market, the Commission believes that price
probably was the primary reason for buying the Venezuelan rod. It is unlikely
that a new supplier could establish a position in the U.S. market without
underselling established domestic producers. These matters clearly warrant

further investigation.

Threat of material injury

Venezuela's production has steadily increased during 1979 to 1981.
Capacity utilization is still at a very low level and, although Venezuela's
total exports have declined, its exports to the United States have increased

significantly. Furthermore, Venezuela's large unused capacity could easily be

directed to increasing its share of the U.S. market.

We conclude that the low capacity utilization and the significant
increase in imports from Venezuela establish a reasonable indication of threat
of material injury by reason of imports of carbon steel wire rod from

Venezuela.’

16
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Additional Views of Vice Chairman Calhoun

Based on the information gathered in this preliminary investi-
gation, I have determined that there is no reasonable indication that
imports of Venezuelan carbon steel wire rod are causing material
injury nor is there a reasonable indication that these imports are a
threat thereof. As I observed in the majority views, in circumstances
in which the domestic industry dominates the market place with a
market share of approximately 85 percent and the imports under
investigation occupy such a very small share of total U.S. consumption,
there is, for me, great difficulty in establishing the réquisite
nexus to material injury. Finding such a connection between imports
and material injury in this circumstance requires identification and
examination of the particularities in the market which would demonstrate
the causal relationship.

In the case of Venezuelan imports, their involvement in this
market appears, from one perspective, to be the same as that of
imports from Brazil, Belgium and France. The Venezuelan share of the
U.S. market is very small. Imports first appeared in the United
Staces market in 1980 with a 0.1 percent market share and had a 0.5
percent market share in 1981. For the reasons I cite in the majority
opinion regarding cumulation, it would be my view that the impact of
these imports ought to be felt in aggregate with the imports from
Brazil, Belgium and France rather than individually.

From another perspective, however, one which focuses upon some
particular features attending Venezuela's wire rod presence in this

market, the extent to which these imports contribute to even a
17
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cumulative adverse impact is, to me, greatly in doubt. First,
Venezuelan wire rod has no historical presence in the United States
market. Our information indicates that the only shipments into the
U.S. began in the last part of 1980 and ended in the third quarter of
1981. 1t further reveals that these shipments were part of a one
time sale resulting from an isolated anomaly in the Venezuelan
market. 1/ There is no informatidn even suggesting possible future
sales. Indeed, information suppliéd by Sidor, the Venezuelan
producer, indicates its belief that the imports were a one time
phenomenon unlikely to recur. Sidor plainly expressed its intention
that in the foreseeable future sales would not recur. 2/

Second, while there is some question about Sidor's capacity and
capacity utilization, several things are clear: Sidor is the only
producer of carbon steel wire rod in Venezuela; Venezuela remains a
net importer of carbon steel wire rod; and the most generous
calculation of capacity in the next several years demonstrates that
Sidor's production represents about 80 percent 3/ of Venezuelan
requirements. Such a circumstance strongly argues against rather
than in support of the proposition that Venezuelan rod is a factor or

will be a factor in the United States wire rod market.

1/ See Brief Filed on behalf of CVG-Siderurgica del Orinoco, C.A.
p-2, Letter from CVG-Siderurgica del Orinoco, C.A. to Chairman William
Alberger, March 2, 1982 (Conference Exhibit #9).

2/ 1d.

3/ 1.

18
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Moreover, this investigation failed to confirm any instance of
lost sales to imports from Venezuela. What our investigation found,
in this regard, is that the isolated sales of these imports were to
importers who are long time users of both impogts and domestic wire
rod. Thus, failure to confirm an instance of a lost sale could well
be explained by the fact that the very small volume of these imports
supplanted other foreign rather tﬁan domestic carbon steel wire rod.
Although the failure by staff to décument actual lost sales is,
alone, of limited significance especially in preliminary investigations,
it is valuable here as one of several factors which together
uniformly demonstrate Venezuelan rod as having a very limited impact
in our market.

Finally, while I fully support the analysis and conclusion of the
majority regarding our pricing data, I, nevertheless, cannot
completely ignore the fact that the only pricing data we have for
Venezuelan rod reveals the transaction price was nearly 257% higher
than the domestic price at the time. It was also one of the highest
transaction prices in all the transactions for which we have data.
Despite our reservations regarding the extent to which market
behavior .comports with our pricing data, this price information is
supported by the other factors associated with the behavior of the
Venezuelan imports under investigation.

For all of these reasons, I cannot find a reasonable indication
of material injury or threat by these imports either in the aggregate
or individually. The data thus far collected seem to me to demonstrate
quite well that Venezuelan rod is an irrelevant, at best marginal]9

factor in the United States carbon steel wire rod market.
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As a last point, I wish to make clear that nothing in this
analysis nor in my analysis in the prior steel cases 4/ should be
construed as an endorsment of the view that our assessment of the
impact of imports on the domestic industry can be undertaken by
cumulating the impact of subsidized imports with that of imports sold
at less than fair value. My reference here to Venezuelan imports in
the aggregate is by way of covering all foreseeable formats in which
they might have an impact in the market.

I am in full agreement with Commissioner Stern in her invitation
to parties to address this question in the final investigation. The
question of cumulating the impact of what might well be completely
separate causes of action is a very troublesome question of law. I
am not prepared to resolve it unless it arises in a way making
resolution unavoidable or until we have had an adequate opportunity

to receive legal briefs from interested parties.

1/ See Certain Steel Products from Belgium, Brazil, France, Italy,
Luxembourg, The Netherlands, Romania, The United Kingdom, and West
Germany, Inv. Nos. 701-TA-86-144, 146 and 147 (Preliminary) and 731-
TA-53-86 (Preliminary), USITC Pub. 1221,

20
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ADDITIONAL VIEWS OF COMMISSIONER PAULA STERN

Data Problems

In previous preliminary antidumping and countervailing duty cases,
I have often noted that, "I must base my determination as much on what
information the Commission has not been able to gather (but has expec-
tations of developing in a full scale investigation) as on the informa-

tion I have before me." 1/ In the case before us ncw, Certain Steel

Wire Rods, the pricing and, in the case of Venezuela, lost sales data
remain insufficiently developed. The possibility cannot be precluded

that the subjectlgoods are causing material injury through underselling
and/or price depression made possible by subsidies or dumping. Should

any of these cases return, I would expect to base any final determina-

tion on more complete demand information, comparable pricing data, analysis
of the extent and impact of any subsidies or margins of dumping, and

a better examination of any other factors affecting the U.S. steel industry.

1/ See Certain Carbon Steel Products from Belgium, the Federal Republic
of Germany, France, Italy, Luxembourg, the Netherlands and the United
Kingdom, Inv. Nos. 731-TA-18-24 (Prel.), USITC Pub. 1064 (May 1980),
"Statement of Reasons of Commissioner Paula Stern' at 41. Also see
"Certain Steel Products from Belgium, Brazil, France, Italy, Luxembourg,
the Netherlands, Romania, the United Kingdom, and West Germany,' Inv.

No. 701-TA-86-144, 146 and 147 (Prel.) and Inv. No. 731-TA-53-86 (Prel.),
USITC Pub. 1221, Vol. 1 (January 1982), "Additional Views of Commissioner
Paula Stern'" at 119-20.
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Causality Analysis under the Trade Agreements Act of 1979

In Certain Steel Wire Nails from the Republic of Korea (March

1982) 1/, the issue arose as to what the Commission should 1lnok at in
determining causation in countervailing duty cases. In the present set

of cases, that concern is broadened to antidumping cases as well. These
situations are parallel, and both will be dealt with here. . Because the
subject is so important and because the record already contains allega-
tions that certain subsidies do not affect exported products g/, I shall
expand the argument found in my "Additional Views" in that case and then
dispel some misinterpretations of those views. Discussion has focused

on two interpretations of the phrases, "the effects of the subsidized
imports" 3/ and "by reason of imports" 4/: (1) judging the full

impact of the subject imports, which happen to benefit from a subsidy or
are being sold at less than fair value, or (2) judging the impact of the sub-
ject imports in connection with the subsidy or margin of dumping in caus-
ing the injury. I believe that the language of the Trade Agreements Act 5/
on this subject is not intuitively clear on its face énd therefore merits

careful examination.

1/ Certain Steel Wire Nails from the Republic of Korea, Inv. No. 701-
TA-145 (Prel.), USITC Pub. No. 1223 (March 1982). See "Additional Views
of Commissioner Paula Stern" at 11-14.

2/ E.g., Post-Conference Brief of Sacilor at 13.

3/ E.g., section 771(4) (D) uses this phrase.

4/ E.g., section 701(a), 703(a) and 705(b) -- which deal with the
countervailing duty determinations of the Commission -- employ such a

phrase. The same phrase is found in sections 731(a), 733(a), and 735(b)
which concern antidumping determinations.

5/ 19 U.S.C. § 1671(b). -
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The conceptual difference between these two approaches cannot
be underestimated. The first alternative would attach no weight to
whether, for instance, a subsidy was 0.5 percent or 50 percent. Any imports
benefitting from a subsidy -- no matter how iﬁsignificant -- would be |
equally tainted for purposes of causality analysis under the first
formulation. By contrast, the seéond formulation would require the
causality analysis to trace, to whatévgr extent possible, the role of the
subsidy in the imports' impact on the domestic industry.

The statute in section 771(C) (ii) mandates that the Commission
consider certain factors in "evaluating the effect of imports of such
merchandise." But how these factors should be evaluated to detesmine
causality is not explicit in this phrase. I believe that the statute,
the legislative history, and the relevant international agreements
taken together clearly demonstrate that the second alternative is the
proper basis for assessing causality in the Commission's countervailing
duty and antidumping investigations and is true to the intended meaning of
the phrases "the effects of the subsidized imports" and 'by reason of
imports."

The Senate Finance Committee's "Report on the Trade Agreements
Act" (Senate Report) directs the Commission to continue its practice
of looking to the effects of the net subsidy in its countervailing duty
determinations:

In determining whether injury is "by reason of"

subsidized imports, the ITC now looks at the effects

of such imports on the domestic industry. The ITC

investigates the conditions of trade and competition

and the general condition and structure of the rele-

vant industry. It also considers, among other factors,
the quantity, nature, and rate of importation of the 23
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imports subject to the investigation, and how the effects
of the net bounty or grant relate to the injury, if any,
to the domestic industry. Current. ITC practice with
respect to which imports will be considered in determining
the impact on the U.S. industry is continued under the
bill. (Emphasis added.) 1/

The Senate Report employs the identical language in directing the Commis-
sion with regard to antidumping deliberations, replacing only the phrase
"net bounty or grant' with "margin of dumping." 2/ The "by reason of
imports" language of the Trade Agreements Act tracks similar language

in the Antidumping Act, 1921. The statutory repetition of this causality
language in the absence of any criticism of the Commission's prior practice
constitutes implicit approval by Congress of the Commission's causality

methodology.

1/ Senate Comm. on Finance, Trade Agreements Act of 1979, S. Rept. No.
96-249, 96th Cong., lst Sess. (1979) at 57.

A review of the drafting of the Subsidies and Antidumping Codes con-
tains background on what should be used to determine causation of material
the codes on the effects language,

[t]he language finally agreed upon provided that:
"[i]t must be demonstrated that subsidized imports
are, through the effects of the subsidy, causing
injury within the meaning of this Agreement."

Richard Rivers and John Greenwald:

The Negotiation of a Code on Subsidies

and Countervailing Measures: Bridging
Fundamental Policy Differences,

11 L. & Pol'y Int'l Bus. 1447, 1457 (1979).

The Director-General of GATT in April of 1979 described the negotia-
tions at the Tokyo Round on this same issue:

Many participants took the firm position that . . ,
[tlhe existence of a significant material injury
must be proven and the causal link between injury
and the particular subsidy established.

Director-General of GATT, The Tokyo Round
of Multilateral Trade Negotiations, 59.
‘ 24
See also U.S. Office of Special Trade Representative, Background Papers on
MIN, Subsidies and Countervailing Duties (May 2, 1979).

2/ 1Ibid., at 74.
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The Commission's longstanding practice under the 1921 Act was
to link the dumping margin to the injury. This precedent was repeated
in its first countervailing duty investigation conducted by the Commission

under section 303(b) of the Tariff Act, Certain Zoris from the Republic of

China (1976). The Commission noted:

+ . . the bounty or grant paid on the subject imports

of zoris would amount to only about 1.3 cents per pair.

Such a bounty or grant would account for only a fraction

of the margin of underselling which the subject imports

enjoy over casual footwear produced in the United States. 1/

In a later antidumping case, Welded Stainless Steel Pipe and Tube from Japan

(1978), the Commission found in the negative also because the dumping margins
accounted for only a small part of the amount by which the imports under-

sold the U.S. product.: g/ In Certain Fish from Canada (1978), a unanimous

1/ Certain Zoris from the Republic of China (Taiwan), Inv. No. 303-TA-

1, USITC Pub. No. 787 (September 1976) at 7.

g] Welded Stainless Steel Pipe and Tube from Japan, Inv. No. AA-1921-180,
USITC Pub. No. 899 (July 1978). 1In the majority opinion, Chairman Joseph

0. Parker, and Commissioners George M. Moore and Catherine Bedell concluded:
" . . . the dumping margin accounted for only a small part of ‘the amount by
which the Japanese pipe and tubing undersold any sales that U.S. producers
might have lost to Japanese imports or any price suppression that might
have been experienced by U.S. producers cannot be attributed to the LTFV
margins applicable to the imports from Japan.'" ("Views'" at 7.) In the
concurring ""Reasons for Negative Determination," Commissioners Bill Alberger
and Daniel Minchew adopted similar reasoning and came to an identical con-
clusion. ("Reasons" at 11-12.)
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Commission found in the negative. It concluded that there was no likeli-
hood of injury due to the subject imports because those subsidies not
scheduled for immediate elimination "are not likely to have any injurious
impact on the U.S. industry." 1/

In Unlasted Leather Footwear Uppers from India (1980) 2/, the first

countervailing duty case decided after the Trade Agreements- Act of 1979
took effect, the Commission majoritj relied in large part on the
"inconsequential" size of the subsidy in coming to a negative determine-
tion. In our "Statement of Reasons,' Chairman Bedell and Commissioners
Moore and I noted:

. . the impact of a subsidy of 1.01 percent ad valorem
on the price of finished nonrubber footwear is inconse-
quential . . . . If the Indian subsidies had any effect
on U.S. nonrubber footwear prices, it was to make them
more competitive with prices of imported footwear, since
it is U.S. nonrubber footwear producers which purchase
the Indian shoe uppers. 3/

In their concurring views, then Vice Chairman Alberger and Commissioner
Calhoun also relied on an analysis of the subsidy in making the
Commission's determination unanimous. They observed:

. .« . the impact of the 1.0l percent ad valorem Indian
subsidy on production costs of nonrubber footwear is
also small . . . . In view of these considerations,
particularly in combining the low level of market pene-
tration and the low level of the subsidy, the fact of
material injury by reason of these subsidized imports
cannot be established." 4/

1/ Certain Fish from Canada, Inv. No. 303-TA-3, USITC Pub. No. 919

zgeptember 1978). '"Statement of Reasons of Chairman Joseph O. Parker,
Vice Chairman Bill Alberger and Commissioners George M. Moore, Catherine
Bedell, and Italo H. Ablondi," at 8.

2/ Unlasted Leather Footwear Uppers from Irndia, Inv. No. 701-TA-1 (Final),
USITC Pub. No. 1045 (March 1980).

3/ Ibid., "Statement of Reasons of Chairman Catherine Bedell, Commission#rs
George Moore and Paula Stern'" at 6.

4/  Ibid., '"Views of Commissioners Alberger and Calhoun" at 14.
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In Certain Iron-Metal Castings from India (1980) 1/, the Commission

again returned to the issue of the impact of a subsidy on the domestic
industry. I noted in my views, 'My analysis shows that subject
imports caused price suppression as a result of tﬁe subsidies despite
the fact that margins of underselling were larger than the levels of

' 2/ Chairman Alberger also observed: "The margin of underselling

subsidy.’
by the importers' product was more than twice the amount of the subsidy
. . . ." 3/ Though we reached different conclusions, both Chairman Alberger

and I recognized the importance of analyzing the effect of the subsidy.

In a subsequent preliminary antidumping case, Certain Iron-Metal

Castings from India (1981), Vice Chairman Calhoun and Commissionars

Moore and Bedell spoke of a reasonable indication of material injury
"beyond, and entirely separate from, any injury caused by the export
subsidies already found to exist on Indian castings." 4/ In my concurring
opinion and in Chairman Alberger's dissenting opinion, we both referred

to the LTFV margins and the countervailing duty in examining causation. 5/

1/ Certain Iron-Metal Castings from India, Inv. No. 303-TA-13 (Final),
USITC Pub. No. 1098 (September 1980).

2/ Ibid., '"Statement of Reasons of Commissioner Paula Stern" at 24.

3/ Ibid., '"Views of Chairman Bill Alberger" at 34.

4/ Certain Iron-Metal Castings from India, Inv. No. 731-TA-37 (Preliminary),
USITC No. 1122 (January 1981), '"Statement of Reasons for the Affirmative

Determination of Vice Chairman Michael J. Calhoun and Commissioners George
M. Moore and Catherine Bedell" at 5.

5/ Ibid., '"Views of Commissioner Paula Stern'" at 9 and "Views of Chair-
man Bill Alberger" at 10. '
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Thus, it has been a long and continuous Commission practice in both
antidumping and countervailing duty cases to base its analysis of
causality in part 1/ on the links between the offending act -- as
measured by the size of the subsidy or margin of dumping -- and any im-
pact of the imports on the domestic industry. When the net subsidy
or margin of dumping has accounted for only a small portion of the margin
of underselling, the Commission has reasoned in general that the injury
could not be remedied by a countervailing or antidumping duty and found
in the negative.

In preliminary investigations the Commission is usually unable to
assess precisely the effects of the subsidy or LTFV margins because at
this stage their exact extent is unknown. g/ Thus, in judging causation
in a preliminary case, the focus is of necessity on the subject imports
without substantial analysis of the alleged subsidy or margins of dump-
ing. This does not mean that reliable information on subsidies or margins
should be ignored in preliminary investigations, A demonstration at any
stage that the subsidies or margins of dumping cannot possibly result in

material injury would be a powerful argument for a negative determination.

1/ Analysis of subsidies or margins of dumping has formed only one part of
the Commission's considerations of causality, This has always been my
position.

2/ The only available information on margins in preliminary cases usually
consists of general allegations by the petitioner.

28
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For example, in my preliminary findings in Hot-Rolled Carbon Steel Sheet

from France (1982), I noted that such a demonstration had not been made.
I analyzed subsidy information in coming to the conclusion that "[tlhere
is no reasonable basis for denying the potential impact such subsidies
could be having . . . ." That case had been initiated by the Department
of Commerce (Commerce), which is responsible for determining the extent
of subsidies. The information provided by Commerce was more substantial
than general allegations by an interested party. 1/ If any of the
present cases return for final investigation, the Commission will have

the benefit of the final margins from Commerce and, as usual, I will take

another look at causation on the basis of the expanded record at that time.

Certain Misconceptions

A recent discussion of the problems of causality analysis
suffered from a mistaken belief that the "plain language' of the statute
is "unambiguous' and that, therefore, reference to the legislative history

and the GATT code is "irrelevant." 2/ However, the Senate Report devotes

l/ Hot-Rolled Carbon Steel Sheet from France, Inv. No. 701-TA-85 (Prel.),
USITC Pub. No. 1206 (January 1982), "Views of Commissioner Paula Stern"
at 27.

2/ E.g., see "Additional Views of Vice Chairman Michael J. Calhoun"

in Certain Steel Wire Nails from the Republic of Korea (1982) at 15-22.
All quoted phrases in this section come from this source.
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much space to a discussion of this "unambiguous'" subject. The Act

itself is necessarily streamlined and the entire discussion of the

issue by all parties and two of the Commissioners in Certain Steel Wire
Nails (1982) testifies to the need for furthef explication of the statutory
language. Of course, the legislative history and the GATT discussion
are only of assistance to the exteﬁt'they explain, rather than contradict,
the statute. |

It has been suggested that the purpose of the Act would be defeated
if it made a remedy "contingent upon a detailed tracking" of the impact
of such practices on the domestic industry. This argument apparently
applies only to subsidies since dumping by definition is the relatively
direct activity of selling at below home-market fair value (however
difficult it may be to determine properly fair value). Moreover, if it
were an impossible burden to make such a detailed tracing, the Act is
surely self-defeating because that is precisely what it requires Commerce
to do in preparing its final margins. All information on subsidies and/or

dumping is distilled -- quantified -- into simple margins based on prices.
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Application of the remedy is absolutely dependent on this "detailed

tracing,"

and the Commission —-- at least in final investigations --
benefits from the knowledge Commerce has acquired.

In addition, I do not believe that an affirmative determination
critically depends on the most intricate tracing of the incidence of
the subsidies and dumping margins 6n'the domestic market.. But the in-
formation is, to borrow a phrase, a'acqnsideration of the first order" 1/,
and we are required to base our determinations on the best available informa-
tion. The process is not unnecessarily burdensome to the Commission. Indeed,
Commerce lightens our task considerably by conducting the examination
and determination of the margins. Rather thaﬁ ignoring the infoimation
provided on this subject, the Commission should and does incorporate it
into its causality considerations. Indeed, the Commission is also
accustomed to "intricate tracing” of market phenomena. 1In this case
the Vice Chairman and I have taken cognizance of some complex phenomena

which will be of interest in analyzing the impact of the subject imports

should any of these cases return. 2/

1/ Ibid., It is difficult to reconcile the Vice Chairman's opening
observation that ". . . this issue . . . need not necessarily be relevant
in reaching a [final] determination" (at 15) with his later statement
that "in establishing causality the relation between a particular pro-
scribed practice and material harm ought to be a consideration of the

first order." (At 18.)

2/ See footnote 13 of "Views of the Commission" at 10.
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Finallf, an argument has been made that the very attempt to tie
the proscribed practices;to the imports creates a de facto double
standard for material injury in preliminary and final cases. I believe
that this conclusion is unwarranted. I have always been of the view
that the concepts of the Act (e.g., material injury, by reason of, industry),
have a single meaning common to both preliminary and final cases. Indeed,
the definitions of such terms are found in section 771 which applies
to preliminary and final antidumping and countervailing duty cases alike.
But there is a fundamental, inescapable difference between preliminary

and final cases —-- the evidentiary standards. In preliminary cases, a

reasonable indication must be shown; in final cases, material injury

due to subsidized or LTFV imports must be proven. Using information on

subsidies or dumping margins in.final cases imposes no double standard
other than the different evidentiary requirements already stated.

From the above, it is clear that I have concluded that causality is
what common sense tells us it ought to be -- connecting unfair practices,

LTFV and/or subsidized sales of imports, to the material injury they cause.
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ADDITIONAL VIEWS OF COMMISSIONER FRANK

As noted in the views of the Commission, I aggregated the impact of the
alleged unfairly traded imports of carbon steel wire rod from the six
countries l/ cited by the petitioners and therefore do not join my colleagues
in their determinations reached on a country-by—country basis. On this
cumulated bésis, such imports, which declined 5 percent from 142,500 tons in
1979 to 135,253 tons in 1980, increased sharply in 1981 to 220,638 tons, or by
63 percent. Also, monthly data on such imports for 1981 show a significantly
increasing trend during July-December 1981, while domestic producers total
shipments havé declined. 2/ These trends are also manifested by the fact that
such imports have comprised a greater presence on a percentage basis with
respect to quantities of all U.S. imports of carbon steel wire rod for
domestic consumption, increasing from 18.5 percent in 1980 to 29 percent
1981. For all U.S. imports of carbon steel wire rod, which had declined 11
percent in 1980 from 1979 levels, increased 4 percent in 1981, a marked lesser
degree of increase than evidenced by imports from respondent countries. 3/

Moreover, on a cumulated basis, imports of carbon steel wire rod from the

six cited countries increased in domestic market penetration each year during

1/ Petitioners also filed cases with the Department of Commerce against
South Africa and Argentina. These countries, however, are not entitled to any
injury test by the Commission because they are not signatories to the
International Subsidy Code. Therefore the Commission did not institute cases
on imports from these countries. I believe, however, the imports from these
two countries should be cumulated with imports from the other four countries
subbject to these Commission preliminary investigations. For my reasoning on
cumulation, see Certain Steel Products from Belgium . . ., Inv. Nos.
701-TA-86-144, 146, 147 and 731-TA-53-86 (Preliminary), USITC Pub. 1221,
February 1982, Views of Commissioner Eugene J. Frank at 127-129.

2/ Report at p, A-38.

3/ Report at pp. A-32 to A-33.
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1979-1981 both as a ratio of apparent U.S. consumption (from 2.5 percent in
1979 to 4.3 percent in 198l) and as a ratio of apparent U.S. open-market
consumption (from 4.1 percent in 1979 to 6.4 percent in 1981). Thesevtrends
are in contrast to trends felative to overall market peﬁetration levels of
total U.S. imports of carbon steel wire rod which, as a percent of total
apparent consumption, increased from 1979 to 1980 but declingd,in.1981 from
1980 and, as a percent of total apparenttoﬁenrmarket consumption, declined
each year 1979-1981. 4/ |

Pricing data obtained by the Commission appears incomplete at this
juncture; transactions and purchaser and product/country coverage within the
period covered do not appear to be comprehensive or representative; there is a
question whether data submitted by U.S. producers is comparable with that
submitted by importers; trends in weighted average prices realized by U.S.
producers and by importers cited (and that indicating these imported products
were selling at premiums over domestically prodﬁced products) do not appear to
reflect the realities of the depressed market for these fungible,A”
price-sensitive products. For price is the primary factor 1n.the decision to
purchase carbon steel wire rod, and its price-sensitivity is even more
accentuated in the context of stagnant or declining domestic demand.

Producers have stated that, beginning in 1981 and continuing into 1982,
wire rod falling within wide ranges of specifications have ﬁeen sold for
essentially the same price owing to competition, a significant portion of

which emanates from the cited countries, for fewer orders in the

4/ Report at A-34, Table 20 and A-36 to A-37
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marketplace. 2/ Such specifications and possible quality variances do not
appear to be covered by price indices and trends thereto cited, in addition to
potential increased incidence of freight equalization allowance concessions
oftentimes made by domestic producers in periods of slackened demand.which can
adversely affect gross margins.

The Producer Price Index for low carbon steel wire rod, which since 1979
to January-March 1982 increased about 40 percent, moderated and remained
relatively constant from the third quarter 1981 to the first quarter 1982. §/
Also, limited pricing data cited in the Report representing net realized
prices to customers of U.S. producers (f.o.b. producers' mill), while not
necessarily comparative to prices of imported products, show evidence at a
minimum of suppressive effects (and indeed possible distortions) as such
prices in the final quarter of 1981 were only one percent above the level of
prices two years earlier the first quarter of 1979 following a highly
inflationary period. Such prices also fluctuatéd considerably during the
aforementioned period. 7/ Also, one must note recent adverse’g:osg_mgtgigg
incurred by the domestic industry for these products. §/

There is also substantial testimony by domestic customers confirming lost

sales to imports. Should the Commission undertake final investigations,

5/ Report at A-37 to A-39.

6/ Report at A-40.

7/ Report at A-40 to A-42.

Ey The vulnerability of domestic producers to competition from alleged
unfairly trade imports is perhaps even more exacerbated by domestic purchasing
practices which, unlike those applicable to foreign producers, allow for the
cancellation of domestic producers' orders up to the time of shipment. This
means quoted prices are always subject to downward renegotiation up until the
actual delivery is effectuated, the ever-present possibility of which (whether
such renegotiation occurs or not) in a stagnant market is in itself a
dampening effect on price. See Conference Transcript at pp. 25, 35 and 88.
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information on pricing data of a more comprehensive and vreliable nature should
be available and anaylsis of such data should be pursued in greater depth. I
believe, however, that there is a reasonable indication of possible price
suppression possible price depression and possible price distortions by
reason of such allegedly unfairly traded imports warranting more comprehensive
scrutiny.

In view of the above, and the indications of declining economic health of
the domestic industry, I have determined that there is a reasonable indication
that the domestic industry has suffered material injury by reason of allegedly
subsidized imports of carbon steel wire rod from Brazil, Belgium and France,
and by reasonvof imports of carbon steel wire rod from Venezuela allegedly

sold at less than fair value, and that these investigations should continue.
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INFCRMATICN CRTAINED IN THE INVESTIGATIONS
Introduction

On February 8, 1682, a petition was filed by counsel on behalf cf
Atlantic Steel Corp., Georgetown Steel Corp., Georgetown Texas Steel Corp.,
Keystone Consolidated, Inc., FKorf Industries, Inc., Penn-Dixie Steel Corp.,
and Raritan River Steel Co. with the Commission and with the Department of
Commerce alleging that ar industry in tte United States is materially injured,
or is threatened with material injury, or that the estatlishment of an
industry in the United States is materially retarded, by reason of imports
from Brazil, Belgium, and France of carbon steel wire rod upon whiclk bounties
or grants are alleged to te paid and by reason of imports from Venezuela of
carbon steel wire rod which is allegedly being sold at less than fair value
(LTFV). Accordingly, effective February 10, 1982, the Commission instituted
preliminary investigations under sections 7C1 and 731 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 that the estatlishment of an industry in the United States is
materially retarded, by reason of the importation of such merchandise into the
United States. The statute directs that the Commission make its determination
within 45 days after its receipt of a petition, or in this case by
March 25, 1982.

Notices of the institution of the Commission's investigations and of a
conference to be held ir connection therewith were given ty posting copies of
the notices in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by putlishing the notices in the Federal
Register of February 18, 1582 (47 F.R. 7346). 1/ The conference was bheld in
Washington, D.C. on March 3, 1982. 2/

As shown in its notice, the Department of Commerce also instituted
countervailing duty investigations on imports of carton steel wire rod from
Argentina and thbe Republic of South Africa. The Commission did not institute
investigations involving these countries as they have not signed the
International Sutsidies Code and are, therefore, not entitled to an injury
determination.

Previous Commission Investigations Concerrning Wire Pod

A number of antidumping irvestigations were conducted under the
Antidumping Act, 1921, involving steel wire rod. Tn June of 1963, the
Commission issued negative determinations in four investigations, Hot-Rclled
Carbon Steel Wire Rods From Belgium, investigation No. AA1921-27 (TC
Publication 93); Hot-Rolled Carbton Steel Wire Rods From Luxembtourg,
investigation No. AA1921-28 (TC Putlication 94); Hot—Rolled Carbon Steel Wire

1/ Copies of the Commission's notices of institution of preliminary
countervailing duty investigations and of a preliminary antidumping
investigation are presented in app. A. A copy of the Department of Commerce's
notices of instituticn of preliminary investigations is presented in app. B.

2/ A copy of the calender of the conference is presented in app. b. A-
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Rods From West Germany, investigation No. AA1921-2S (TC Publication 95); and
Hot-Rolled Carbon Steel Wire Rods From France, investigation No. AA1921-30 (TC
Publication 99). In all four investigations, the Commission found thkat the
hot-rolled carbon steel wire rod industry in the United States was not injured
by reason of imports sold at LTFV. In July 1973, the Commission issued an
affirmative determination in Stainless Steel Wire Rods From France,
investigation No. AA1921-119 (TC Publication 596), finding that the stainless
steel wire rod industry in the United States was being injured by imports of
stainless steel wire rod from France sold at LTFV.

The Product

Description and uses

Carbon steel wire rod is a hot-rolled, semifinished, coiled product of
solid, round cross section, not under 0.20 inch nor over C.74 inch in
diameter. For the purposes of these investigations, carbon steel wire rod is
defined as a product which has not been tempered, treated, or partly
manufactured. Carbon steel wire rod can be dirfferentiated bty its chemistry,
diameter, and thke process by which it is manufactured. It is categorized by
grades based on specifications provided by the Arerican Iron and Steel
Institute (AISI) in its Steel Products Manual, Wire and Pods of Carbon Steel,
publisbed in Septemter 1981. AISI classifies carbon steel wire rod in three
groups based on the carbon content. These groups are low-carbon rod
(encompassing AISI grades 1006 thkrough 1022 with a maximum carbor content of
C0.23 percent), medium-high carbton rod (encorpassing AISI grades 1023 to 1040,
in which the carbon content varies from 0.21 to 0.44 percent), and high-carton
rod (encompassing AISI grades 1041 through 1085 with a maximum carbon content
exceeding 0.44 percent).

Carbon steel wire rod can also be classified according to the process by
which it is manufactured. Wire rod which is produced by rolling ingots into
tlooms which are then rolled into billets which are further rclled into wire
rod is known as rimmed rod. This rod is typically produced only by integrated
steel producers. The process by which steel scrap is melted and continuously
cast into billets which are then rolled into wire rod produces what is known
as cast rod. This rod is typically produced by nonintegrated steel producers,
or what is generally referred to in tke industry as the mini mills which are
dedicated to the production of a narrow product line.

Carbon steel wire rod can also be classified by its intended end use. In
all phases of production, various practices are employed which determine the
characteristics and quality of the finished product. Tre internal structure,
surface quality, and physical properties of wire rod are affected by the
method of casting the steel from which the rod is made and by altering the
chemical composition of the steel. Thus, carton steel wire rod can be
produced that is particularly suited for drawing into such products as fine
wire, tire cord, spring wire, welding electrodes, and into other products
requiring less critical quality considerations such as wire for coat hangers,
fencing, and mesh for concrete reinforcement.

A-2
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The diameter of carbon steel wire rod varies within a given range.
However, the diameter of standard quality rod is 7/32 inch, or 5.5 millimeters.

The imported product

The bulk of the wire rod imported from the countries alleged by the
petition to be exporting unfairly subsidized carbon steel wire rod or
exporting carbon steel wire rod sold at LTFV is believed to be low-carbon
rod. 1/ The producers of carbon steel wire rod in France and Belgium alleged
to be receiving bounties or grants are integrated steel producers and produce
rimmed rod and cast rod in all grades and of all qualities. Apparently, the
product imported from Brazil and Venezuela is a cast rod. These countries
have the capability to produce carbon steel wire rod of various grades and
qualities, but it is believed that the bulk of their exports to the United
States consist of "standard quality” rod. 1/

The domestic product

U.S.-produced carbon steel wire rod (both rimmed and cast) is available
in all grades and qualities. However, based on estimates received from 10
major U.S. producers, shipments of carbon steel wire rod were approximately 75

percent low carbon, 5 percent medium-high carbon and 20 percent high-carbon in
1980.

Carbon steel wire rod is produced from billets, a semifinished steel
product in the shape of a long bar. Billets are uniformly heated to a rolling
temperature of approximately 2,2000-2 4000F. The billet is then rolled in
a roughing and intermediate mill and finally a finishing mill at speeds
ranging from 4,000 to 18,000 feet per minute. A typical 40-foot long billet
will produce approximately 4.5 miles of wire rod of the standard (7/32")
diameter. After exiting from the rolling mill, the rod is coiled into rings
on an air-cooled conveyer which feeds it into a "tub” that forms a coil.
"Controlled cooling,"” as the latter process is known, produces a metallurgical
structure in the wire rod which affects the ease with which the rod can be
further fabricated for various end uses.

The type of carbon steel wire rod produced depends in large part on its
intended use. Low-carbon rod is used where malleability is required. Typical
uses of low-carbon wire are in drawing into wire for wire mesh, refrigerator
shelves and racks, shopping carts, bush handles, and chain link fences.
Medium-high carbon steel wire rod is used in applications where greater
strength and harduess is desired. Major end uses include bolts and screws,
snap-tie wire, and high tensile balewire. High-carbon rod is used where
greater strength is a desired characteristic. Typical uses include mechanical
springs, upholstery springs, tire-bead, tire cord wire, lockwashers, and so
forth. Traditionally, high-carbon wire rod has sold at higher prices than
medium-high or low-carbon wire rod and to different end users.

1/ See transcript of conference, p. 89. A3
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Approximately 35 percent of U.S. production of wire rod is consumed by
the manufacturer of the wire rod. These manufacturers process the rod further
into wire, nails, staples, and other wire products. The rest of the wire rod
is shipped to independent wire fabricators.

U.S. tariff treatment

Carbon steel wire rod is classified under items 607.14 and 607.17 of the
TSUS. 1/ TSUS item 607.14 provides for wire rod of iron or steel, other than
alloy iron and steel, not tempered, not treated, and not partly manufactured,
and valued at not over 4 cents per pound. However, because there have been no
imports reported for this item during 1979-81, it has been excluded from these
investigations. Item 607.17 provides for wire rod of iron or steel, other
than alloy iron and steel, not tempered, not treated, and not partly
manufactured, and valued at more than 4 cents per pound. As of January 1,
1982, the column 1 (most-favored-nation) rate of duty for item 607.17 is 2.0
percent ad valorem. g/ As a result of a concession granted in the Tokyo round
of the Multilateral Trade Negotiations (MIN), this rate will be reduced on
January 1, 1985, to 1.9 percent ad valorem.

The column 2 rate of duty for item 607.17 is 5.5 percent ad valorem. 3/
This item is not eligible for duty-free treatment under the Generalized System
of Preferences (GSP); 4/ however, imports from the least developed developing
countries (LDDC) are granted preferential treatment at a rate of 1.9 percent
ad valorem.

1/ Prior to Jan. 1, 1980, carbon steel wire rod was classified under TSUS
items 608.71 and 608.70.

2/ In 1980 and 1981, the col. 1 rate of duty for item 607.17 was 0.25 cents
per pound. The col. 1 rates are applicable to imported products from all
countries except those Communist countries and areas enumerated in general
headnote 3{f) of the TSUS.

3/ The rate of duty in col. 2 applies to imported products from those
Communist countries and areas enumerated in general headnote 3{(f) of the TSUS.

4/ 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.
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Nature and Extent of Alleged Bounties or Crants

The petition alleges that Brazilian wire rod producers benefit
from the following direct sutsidy programs:

(1)
(2)

(3)
(4)

(3)

(6)

Belgium

excessive remission of Federal and State value-added taxes on
exports,

preferential rates for financing worling capital corresponding
to a percentage of the prior year's exports,

exemption of export revenues from corporate income taxes,

capital grants and loans received directly from the Government
on noncommercial terms,

Government financing for the development of rail and port
facilities for the benefit primarily of the steel industry, and

Covernment subsidization for the development of steel-related
infrastructure and the iron ore industry.

The petition alleges that S.A. Cockerill-Sambre, the Belgian producer
responsible for exports to the United States, and its constituvent companies
have been directly and indirectly sutsidized bty the Belgian Gevernment under
programs. which include the following--

(1)

(2)

(3

(4)

(5)
(6)
(7)

(8)

interest relates and credits on approved loans for specific
types of investment,

loan guarantees by the State which make possible or facilitate
private loans for plant wodernization and the restructuring of

the steel industry,

cash grants for specified investments,

Covernment acquisition of Cockerill stock which converts debt to
equity at inflated prices,

tax concessions including accelerated depreciation,
interest-free advances for research and development,
indirect subsidies to the coal industry which equal
approximately half the cost of production of coal, and

A-5
labor subsidies.
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It is also alleged that Cockerill-Sambre was authorized by the Commission

of the European Communities to obtain 9.3 billion francs in Government aid.

It is further alleged that the regional governments of Belgium provide
subsidies to steel operations within their jurisdictions, that the Belgian
steel industry benefits indirectly from subsidies provided to Eurcopean coal
producers, and that the Belgiun steel industry benefits directly from
subsidies of the European Coal and Steel Community (ECSC) and the European
Investment Bank (EIB).

France

The petition alleges that subsidized imports of carbon steel wire rod are
being exported to the United States by at least three firms—-Usinor (Union
Siderurgique du Nord et de 1'Est de La France), Sacilor (Acieries et Laminoirs
de Lorraine), and Normandie (Societe Metallurgique et Navale Dunkerque-
Normandie). However, the allegations of subsidies concern all steel producers
in France.

The primary form of the alleged subsidies is the concessionary financing
provided by the French Government. These programs include loan conversions at
nominal interest rates which effectively relieve steel companies of debts. It
is also specifically alleged that Usinor and Sacilor were to receive 4.4
billion francs from the French Government with the approval of the EC
Commission of the European Communities. Further, it is alleged that the
French steel industry benefits indirectly from subsidies provided to European
coal producers and directly from ECSC and EIB subsidies.

Nature and Extent of Alleged Sales at LTFV

The petition alleges that imports of carbon steel wire rod from C.V.G.
Siderurgica del Orinoco C.A. (SIDOR) in Venezuela are being sold in the United
States at LTFV. The petition compares the U.S. price of the merchandise with
the home-market price of the merchandise in Venezuela and arrives at an
estimated dumping margin of 60 to 70 percent.

U.S. Market and Channels of Distribution

Wire rod is a semifinished product the vast majority of which is
manufactured into wire. Thus, the U.S. demand for carbon steel wire rod is
dependent on the demand for wire products. The U.S. market encompasses over
150,000 products including fine wire, welding wire, fencing, tire cord, wire
mesh, pins, needles, nails, tacks, fasteners, coils, springs, strainers,
eggbeaters, and toasters. Because of its diversity, the market for wire
products is dependent on the overall state of the economy. The U.S. market
for carbon steel wire rod is expected to undergo only slow growth (about 2
percent) in the next several years.

A-6
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Although the U.S. market for wire rod is quite diverse, Raritan River
Steel Co., the newest U.S. producer of carbon steel wire rod, has broken the
market into the following categories and estimated the shares of domestic
shipments, as shown in the following tabulation:

Quality of Percent of total
wire rod U.S. shipments
Standard industrial- - *kk
Medium-high and high
carbon~——=—m—mm—————— e m e e fkk
Cold-heading - e e k%%
Welding -—--——-—---- ———————— ————— k%
Cold-finishing -— —~—— %%
Fine wire-———==-—-m————mom e *kk
Total-———————=——— e mm e - 100

The standard industrial quality rod and fine wire quality rod are low-
carbon wire rod. Some of the cold-heading quality, welding quality, and
cold-finishing quality rod may also be low-carbon rod. It has been estimated
that low-carbon steel wire rod accounts for 65 to 80 percent of the U.S.
market for carbon steel wire rod. However, it is the standard industrial
quality rod which is the industry's mainstay. Standard industrial quality
steel rod is used primarily in the production of wire mesh and the tolerances
required of the product are relatively low. Thus, because product
differentiation is less significant, standard industrial quality rod is a
fungible product, and the market for this product is highly competitive.

U.S. producers use a significant amount of carbon steel wire rod in the
captive production of wire products. In 1981, U.S. producers' shipments of
carbon steel wire rod to related wire-drawing facilities accounted for 39
percent of their total shipments. Shipments to independent wire drawers
accounted for 46 percent of total industry shipments and shipments for other
miscellaneous uses including nonelectrical machinery, fasteners, fabricators,
and automotive accounted for another 14 percent of total industry shipments.
There were no shipments to related dealers or distributors reported.
Shipments to independent dealers or distributors accounted for less than 1
percent of U.S. producers' total shipments of carbon steel wire rod.

The Domestic Industry
U.S. producers

Total U.S. raw steel production in 1981 was 120 million tons. Carbon
steel wire rod accounted for 4.9 million tons of this production, or 4.0
percent. There are 17 firms which are known to produce carbon steel wire rod
in the United States. The following tabulation was compiled from data
submitted in response to questionnaires of the Commission and from "Raritan
Commissions Its New Rod Mill," Rod, Wire, & Fastener, (July-August 1980, vol.
1, No. 1), and lists the carbon steel wire rod producers, shows their plant
locations, and gives total establishment production capacity in 1981: A-7




Capacity
Type 1/ Location (1,000 tons)
Ameron Corp- M Ftiwanda, Calif. *kk
Armco, Inc -1 Kansas City, Mo. *kk
Atlantic Steel Corp- M Atlanta, Ga. %k
Bethlehem Steel Corp————--——-———-—- I Johnstown, Pa. *kk
Sparrows Point, Md.

CF&I Steel Corp I Pueblo, Colo. *kk
Charter Rolling -—= M Saukville, Wis. *hk
Georgetown Steel 2/ - M Georgetown, S.C. Kk
’ Beaumont, Tex.

Jones & Laughlin Steel Inc—————--- I Aliquippa, Pa. Kk
Keystone Consolidate Ind. Inc——--- S Peoria, I1l. *hk
Laclede Steel Co - S Alton, I11. *k%
Northwestern Steel & Iron Co—--——- S Sterling, I11. k%
Penn-Nixie Steel Corp -5 Kokomo, Ind. Fhk
Raritan River Steel Co M Perth Amboy, N.J. *kk
Reputlic Steel Corp I S. Chicago, Ill. *kk
Rotlin Steel Co M North Tonawanda, N.Y. *kk
U.S. Steel Corp I Cleveland, Ctio k&%

Fairless Hills, Pa.
S. Chicago, Ill.
Joliet, Il1.

}/ I=Integrated Steel Producers; S=Specialty Steel Producers; M=Mini Mills.
2/ Includes Georgetown Texas Steel Corp. and Georgetown Steel Corp., both
owned by Korf Industries.

In 1981, domestic producers operated approximately 21 establishments in
which carbon steel wire rods were produced. These plants are scattered
tbroughout the United States, but are concentrated in the Great Lakes area and
in Pennsylvania. Six of the firms are fully integrated producers, four are
specialty steel producers, and the remaining corpanies are mini mills. Cf the
total U.S. production of carhton steel wire rod in 19&1, the integrated steel
producers accounted for 43 percent, the mini mills for 38 percent, and the
specialty steel producers for 19 percent.

U.S. importers

Information provided by the U.S. Customs Service identifies approximately
25 importers cf carbon steel wire rod from the countries whose imports are the
subject of these investigations. In general, the bulk of exports from the
subject countries entered the United States through one or two importers. In
the cases of France and Pelgium, the major importers were also related to
major steel producers in those countries. Some imports of the product were
entered ty trading companies, which import steel wire rod from a number of
sources. * * * is a manufacturer of wire and wire products. Major importers

of steel wire rod from the subject countries during Octoter 1979-Novembter 1981
are listed in the following tabulation:
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Country Importing firm

Argentina——————--——mcom—ccm e * % %

Belgium/Luxembourg-—-—-—==~-======= k ok %

*
*
%

Brazil--———--——=—— - m e e

France————-=—===—=== == —— e -

* % %k ¥ ok
% % X %k %
* % ok % %

%
*
%

Venezuela~—==-~—=====—m———mm—————e

*
%
*

Foreign Producers

Steel producers in Belgium, France, Brazil, and Venezuela produced 61.2
million tons of raw steel in 1980, or about 8 percent of total world
production in that year. Production by country is shown in the following

tabulation:
World production 1/

Country (million tons)
Belgium———-—----~- e e 13.56
France-—-——r==—==mmmmmm s s e e e e 25.5
Brazil-———=—==--mm—m—om o ittt 15.3
Venezuela-~---~=--=-~=-m-——mmm——mm— e 5.8

Total=——=—=== === m e 61.2

}J Source: Iron and Steel Monthly Bulletin, Eurostat, October 1981, and the
"Iron, Steel, and Nonferrous Metals Council - Consider,” Annual Report, 1980,
table 1.

Belgium

The steel industry in Belgium has been characterized by extensive
organizational restructuring during the past several years. Included in this
restructuring were the mergers of steel producers Hainaut-Sambre and Thy
Marcinelle-Providence (TMP) in 1979, and of Cockerill and the reorganized
Hainaut-Sambre into Cockerill-Sambre in 1981. It is this company which the
petitioners allege is exporting subsidized wire rod to the United States.

Cockerill and Hainaut-Sambre were the major producers of steel wire rods
in Belgium. Cockerill makes a broad range of semifinished and finished steel
products including wire rod. Cockerill's primary U.S. importer is an A-9
affiliated firm, Cockerill-Stiunnes Steel Corp. of New York City. l/

1/ Annual Report, Cockerill, 1980.
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Hainaut-Sambre is a fully integrated steel producer that makes a wide
range of steel products including carbon steel wire rod. Hainaut-Sambre's
primary U.S. importer is * * *, 1/

Brazil

The Brazilian steel industry produced 15.3 million tons of raw steel in
1980, ranking tenth in the world in steel production. Although there are
reportedly 14 firms in Brazil which produced carbon steel wire rod, 3
companies accounted for the bulk of the wire rod produced in Brazil in 1981.
Two of these three companies are Companhi Siderurgica da Guanaoara (COSIGUA)
and Companhia Siderurgica Belgo-Mineira (Belgo Mineira), with reported steel
making capacities of 555,000 and 900,000 tons per year, respectively. The
third company producing wire rod is Siderurgica FI-EL S.A. 2/

The Brazilian Government has pursued a long term policy of expansion of
the Brazilian steel wire rod industry. Wire rod production in Brazil
increased from 1.3 million tons in 1978 to 1.7 million tons in 1980, before
declining to 1.4 million tons in 1981. Additional capacity is scheduled to
come on stream in 1982. Siderurgica FI-EL is increasing its capacity to
275,000 tons, while an additional 700,000 tons of capacity is expected to be
operational in late 1982 with the completion of the Mendes Junior wire rod
mill. 3/

France

France was the third largest producer of raw steel in the European
Community (EC) in 1980. 1In recent years, the French steel industry has
undergone consolidation, with the result that two major groups account for
about 75 percent of total steel production. The two major steel producers are
Usinor and Sacilor. Both groups export carbon steel wire rod to the United
States. On November 27, 1981, both Usinor and Sacilor were nationalized by
the French Government.

Of the two groups, Usinor is the larger, with an annual raw steel
production capacity of about 13 million touns, production of 7.5 million tons,
and a total employment of 34,750 in 1980. 4/ Usinor produces a complete line
of carbon, alloy, and stainless steel products for domestic consumption and.
export. Sacilor, with an annual raw steel production capacity of about 7
million tons, production of 3.3 million tons, and total employment of 25,000

;f For a discussion of the basic steel industries in Belgium, Brazil, and
France see Certain Steel Product from Belgium, Brazil, France, Italy,

Luxembourg, the Netherlands, Romania, the United Kingdom and West
Germany, . . ., USITC Publication 1221, February 1982.

2/ See petition, p. 16.

3/ Metal Bulletin, Aug. 19, 1980, and Department of Commerce, "Brazil -
Government Assistance to Plate Producers,” (Nov. 11, 1981), at p. 1. as quoted
in the petition.

4/ Directory of Iron and Steel Plants, 1981, Association of Iron and Steel
Engineers, 1981. A-10
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in 1980, also produces a full range of steel products. Another French firm
which manufactures and exports carbon steel wire rod is Normandie. This firm
was formed on January 1, 1982, and on June 1, 1682, will tecome owner of the
steel making facilities known as Societe Metallurgique et Navale
Dunkerque-Normandie. 1/ Normandie is wholly owned by Usinor (50 percent) and
Sacilor (50 percent), and will have an annual raw steel production

capacity of 1.3 million tonms.

Venezuela

The Venezuelan steel industry produced 6.8 million tons of raw steel in
1980, which placed it 34th among the world steel-producing countries. The
production of carbon steel wire rod has increased substantially over the last
several years. It increased from * * *

The Venezuelan wire rod exported to the United States is manufactured by
the State—owned enterprise--SIDOR, which accounted for 84.6 of Venezuela's
total finished steel production in 1980 and is the only producer of carbon
steel wire rod in Venezuela. 2/ SIDOR's "Plan IV" expansion program has
resulted in greatly increased capacity and production for all of its steel
products, including wire rod.

The recent capacity expansion is only the start of Venezuela's
industrialization program, which is built around a modern steel industry. By
the end of the 1980's, the national plan envisages Venezuela as a heavy net
exporter of raw steel and semifinished and finished products. 3/ For the
present, however, SIDOR's capacity to produce wire rod is no more than 80
percent of Venezuela's requirements. ﬁ/ Venezuela remains a net importer of
steel products including carbon steel wire rod. 5/

The Question of Material Injury

U.S. production, capacity, and capacity utilization

U.S. production of carbon steel wire rod declined sharply from 1979 to
1980, tut recovered somewhat in 1981 (table 1). U.S. production declined from
4.9 million tons in 1979 to 4.2 million tons in 1980, or ty 14 percent. U.S.
production then increased to 4.5 million tons in 1981, or by 5 percent.

1/ Hot-Rolled Carbon Steel Sheet from France, USITC Publication 1206,
January 1982, p. A-54.

g/ U.S. Department of State, Industrial Outlook Report: Iron and Steel,
(Nov. 10, 1981) at 8, (hereinafter Outlook Report).

3/ Steel Times International, March 1979.

%/ See transcript of conference, p. 149.
5/ Ibid.
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Table l.--Carbon steel wire rod:
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U.5. production, by firms, 1/ 1979-81

Firm X 1979 1980 1981
: Quantity (short tons)
ATmMCO= ==~ =——— e 2 e o e e . kkk *kk o %%k
Bethlehem—————=-~==-===- —————————— : *kk ET T I %ok
Georgetown—-————=-==—--====—=—————: hkk g *kk o k%
Georgetown Texag————————————===—=—- : *kk o kkk Kk
Raritan—-———---==-—-- e k% kkk . %kk
U.S. Steel=-——=-—=—=————m——m e mmm o : hkk o hkk o kkk
All other—--==———=-—mm e e ey *kk o *kk o *kk
Total=————=-======-=om——mmo e : 4,939,718 : 4,244,272 4,453,703
: Percent of total
Armco—————.-—-—q ————————————————————— * %% H %k : *%k%
Bethlehem-—-=-=====m=mmem e e *kk kkk - k%
Georgetown—-——-———=—=————==- —————— : kkk L2 T Xk
Georgetown Texag———=—-——=—=======—===} k% . kkk o k%
Raritan————-- ———————— e e - : *kk kkk . kK
U.S. Steel—-———=—-=—m—m—mmem— *k%k *kk *kk
All other——————==--rm--mm————— e : *kk . Kkk . Tkk

Total===-=============—= == 100.0 : 100.0 : 100.0

1/ Data include responses from 14 firms.

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

The distribution of U.S. production has also changed significantly during
the period under consideration. U.S. production of carbon steel wire rod has
steadily become less concentrated. In 1979, the three largest producers,

* % % accounted for 53 percent of U.S. production. However, by 1981, that
figure had declined to 43 percent. The share of U.S. production accounted for
by the integrated steel producers—-U.S. Steel, Bethlehem, Armco, Jones &
Laughlin, CF&I, and Republic--has also declined significantly over the

period. Together, these firms accounted for 62 percent of U.S. production in
1979, but their share declined to 46 percent in 1981. Thus, it is apparent
that the newer, more efficient mini mills are continuing to gain an increasing
share of U.S. production of carbon steel wire rod.

Despite the closing of the Jones & Laughlin rod mill in October 1981,
U.S. capacity to produce carbon steel wire rod has increased over the period
under consideration (table 2). It increased from 5.6 million tons in 1979 to
5.8 million tons in 1981, or by 3 percent. Furthermore, from statements made
on the Commission's questionnaires, U.S. capacity can be expected to continue
to increase, although at a slow rate, over the next several years. However,
this projected growth in capacity is based on the assumption that U.S.
producers will share in the projected growth in the U.S. market for Larbon

steel wire rod and carbon steel wire products. A-12



Table 2.--Carbon steel wire rod:
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U.S. production, production capacity,
and capacity utilization, by firms 1/, 1979-81

.
.

Firm : 1979 1980 1981
: Production (short tons)
ArmCco————=—=—=— e : Kkk Tkk . %k
Bethlehem —-= e ettt *kk *kk Fkk
Georgetown-—=~-—--=-=—=—--- m——— e ———— : *kk *kk *kk
Georgetown Texas——————=—=———=——=—- : *kk kK o k%
Raritan------- ———————— _———— _————— : k%% . k&% kkk
U.S. Steel-—--—-- e e —-— *%k% o kkk o k%
All other-—-—-—--=—=====w= ———— e : *%% o Tkk o k%
Total——————————————————mm————: 4,939,718 : 4,244,272 4,455,793
; Production capacity 2/ (short tons)
ATmCo—————=—rmmm e < et %k . k% kkk
Bethlehem---~--===w—mommmmmmm m——— *kk . *Ex%k . k%
Georgetown -- ———= kel k% Kk
Georgetown Texag§-———-—====<===—====} *kk . *kk g k%
Raritan-—————==—==—— e _———————— H kkk . xkk kkk
U.S. Steel—---==memm e k% kkk . ET T
All other——————-—=———=——=w-m ———— : *kk *kk o Fkk
Total —=—=—====mmm e ey 5,613,623 : 5,522,349 : 5,789,460
f Capacity utilization (percent)
ATMCO === m e e e e fkk ki k%%
Bethlehem————-====="=mmemmmm e ey *kk Tkk o kkk
Georgetown ~—==—== == sm=mmm o ey *kk LT T Tkk
Georgetown Texag———=—=-—-—————====-— : *kk *kk kK
Raritan—-—~====="=—==—=m e e ey k% k% o *k%
All other-——————-—==—-=em--- ——————— : *k%k *kk *kk
Total———=-===—=— e oo mmm s 88.0 : 76.9 : 77.0

1/ Data include responses from 14

firms.

2/ Capacity is defined as the greatest level of output a firm can achieve

within the framework of a realistic and sustainable work pattern.

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

U.S. International Trade Commission.

The recent increases in U.S. capacity are the result of modernizations
and expansions on the part of the mini mills as wall as the entry of Raritan,
the newest mini mill. The capacity of the integrated producers declined by

A-13
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more than 400,000 tons during 1979-81 and will decline by at least another
* % % tons in 1982, because of the closing of the Jones & Laughlin mill.

The utilization of U.S. producers' capacity to produce carbon steel wire
rod declined during the period under consideration. It declined from 88
percent in 1979 to 77 percent in 1981. Capacity was defined as the greatest
level of output a firm could achieve within the framework of a realistic and
sustainable work pattern. Several firms were able to produce more than their
stated capacity in 1979 by reducing the time allowed for maintenance work.
However, such a work pattern could not be continued on a sustained basis.

U.S. producers' commercial shipments

The most complete and accurate data published on carbon steel wire rod is
published by the American Iron and Steel Iustitue (AISI). AISI reports total
shipments after deducting shipments to reporting companies. This figure
corresponds to U.S. producers' commercial shipments. The commercial shipments
of those producers responding to the Commission's questionnaire are compared
with the shipment data reported by AISI in the following tabulation:

Firm ; 1979 : 1980 : 1981
Respondentsg———====—=—= short tons——: 2,719,220 : 2,684,992 : 2,732,004
AISI——————— e e do-——-: 2,767,980 : 2,621,511 : 2,924,599
Ratio of respondents' shipments : : :

to AISI shipments————- ~percent--: 98.2 : 102.4 : 93.4

.
.

The general agreement of the data points to the reliability of the
Commission's data.

U.S. producers' commercial shipments have remained fairly stable over the
period under consideration, varying by 1 percent or less from their 1979 level
(table 3). However, this does not reflect a uniform trend among all U.S.
producers of carbon steel wire rod. The commercial shipments of the
integrated producers totaled 1.8 million tons in 1979 and accounted for 67
percent of all U.S. producers' commercial shipments. However, in 1981, the
integrated producers' commercial shipments declined to 1.2 million tons, or by
33 percent, and accounted for 44 percent of all U.S. producers' commercial
shipments.



Table 3.-~Carbon steel wire rod:
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shipments, 1/ by firms, 1979-81

U.S. producers' commercial

.
-

.
.

Firm : 1979 1980 1981
f Quantity (short toné)
Armco———-—=mmm e e 8 k% o *k%k ; *k%k
Bethlehem———~==—===m=—c——— e e oo : *kk o *kk o *kk
Georgetown == -——====-=mm==—m——————— ET T k% o xkk
Georgetown Texas - - : *kk k% kK
Raritan—-—=--=-=—==—me e e H k% *kk o 3.1
U.S. Steel-———=-—==——mmm e e m e : k%% *kk o hkk
All other---—=—--m—m—m e e : _ *k% o hkk o kk
Total—=——==——mmmm e em e : 2,719,220 : 2,684,992 : 2,732,004
: Value (1,000 dollars)
ATTIC O == = === mm e mm mm mim e i = = e e e § *hk . Kkk ; sk
Bethlehem -——- ————————-t k%% *k%k . *kk
Georgetown————===-==—======———————— *kx o *k% 2 k%
Georgetown Texas - - : *kk o hkk *dk
Raritan-—--—=—==—-mm=mmmmme e e *kk . kkk o %k
U.S. Steel~——=——=———emmm———— : kkk kkk o kdk
All other—-————-=--em—rm e e : *kk *k%k o *kk
Total-———=-——————=————— o m : 917,299 : 893,000 : 980,860
f e Undt-value (per 100 pounds)
Armco ~——~— ———— : kkk o k% o Kk k
Bethlehem————~---—=——=-=m——memem-e : *kk k%% &k
Georgelown———====——===——— === ————— *%k%k 2 *k%k o *kk
Georgetown Texas ————— - *kk *kk g *kk
Raritan--———-===~======—— e e e mma——s kkk k% *k*k
U.S. Steel—-—-—--- v e et e : k&% hk%k . *%kk
All other—-——==-===-===mmm—————————: *kk o *kk o Kk
Average———=~— - ————: 16.9 : 16.6 : 18.0
f Percent of total quantity
AYMCO—~~— === —mm e mm e et e e . xkk . kkhk o *k%k
Bethlehem———-——-—-——=—==momome—e—e : fadal *kk kkk
Georgetown—-—---- - ——————— e : kkk o k% *kk
Georgetown Texag§—————-—-====——==—=} *kk o LR *kk
Raritan—--=-——=—==—=—=m=-m—m——— e —————— : kkk *kk o k%%
U.S. Steel——————mmm e e e ey *k% . k%% o *k%k
A1l Other === === e = mm = e k% o kkk k%
Total=———=~——m——— e m e e : 100.0 : 100.0 : 100.0

1/ Domestic sales plus exports.

‘ ' -1
Source: Compiled from data submitted in response to questionnaires o?’é%e

U.S. International Trade Commission.

Note.-—-Because of rounding, figures may not add to the totals shown.
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In contrast to the quantity of U.S. producers' commercial shipments, the
value of these shipments has increased, though not substantially, over the
period under consideration. The value of U.S. producers' commercial shipments
of carbon steel wire rod increased from $917 million in 1979 to $981 million
in 1981, or by 7 percent. The average unit value of U.S. producers’
commercial shipments has increased similarly, from $17 per 100 pounds in 1979
to $18 per 100 pounds in 1981, or by 7 percent. The increase in the range of
the average unit value of U.S. producers' commercial shipments would suggest a
shift in the product mix of some producers. For example, the relatively high
average unit value of the commercial shipments of *# * * would indicate that
these producers are supplying carbon steel wire rod of a higher quality than

E N
.

Monthly data on U.S. producers' commercial shipments of carbon steel wire
rod for 1980 and 1981 were available from AISI. These data are presented in
figure 1. The data show a general decline in U.S. producers' shipments in the
last half of 1981.

Data on U.S. producers' exports of carbon steel wire rod are presented in
table 4. These data indicate that with the exception of 1980, U.S. producers'’
exports have not been a significant part of their operations. In 1980,
however, U.S. producers' exports totaled 256,491 tons and accounted for 10
percent of U.S. producers' commercial shipments. The average unit value of
U.S. producers' exports that year was $13 per 100 pounds. According to
official statistics of the U.S. Department of Commerce, 40 percent of U.S.
exports of carbon steel wire rod went to the People's Republic of China in
1980, 20 percent went to Mexico, and 13 percent to Egypt. Both China and
Egypt have declined in significance as export markets for wire rod in 1981.
Exports to China totaled ouly 16,580 tons as of October 1981 and exports to
Egypt were not reported separately.

Table 4.--Carbon steel wire rod: U.S. producers' exports and
total commercial shipments, 1979-81

Producers' ° Producers' Ratio of
Year exports ‘ shipments exports to
: shipments
{ ==——-----Short tons——-—----- : Percent
1979=—== = s e ey 29,622 : 2,719,220 : 1.1
1980 - - = e e e ey 256,491 : 2,684,992 : 9.6
1981 === mm e ey 51,748 : 2,732,004 : 1.9

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

Inventories

The quantity of U.S. producers' end-of-period inventories of carbon steel
wire rod declined from 1979 to 1980, but increased in 1981 (table 5). Inven-—
tories held as of December 31, declined from 156,613 tons in 1979 to 136,480

A-16
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tons in 1980, or by 13 percent. Inventories held as of December 31, 1981
totaled 145,685 tons, representing an increase of 7 percent over the 1980
level. However, U.S. producers' end-of-period inventories of carbon steel wire
rod have remained surprisingly stable when taken as a ratio of U.S. producers'
total shipments of carbon steel wire rod. The ratio of inventories to ship-
ments was 3.1 percent in 1979, 3.2 percent in 1980, and 3.3 percent in 1981.

Table 5.-—-Carbon steel wire rod: U.S. producers' inventories held
as of Dec. 31, and total shipments, 1/ 1979-81

Producers' f Producers' - Ratio of

Year ‘ inventories ° shipments tinventories to

: ; : : shipments

$ —mmmmr———— Short tons-—--———= : Percent
1979--———=— e mm e e e : 156,613 : 4,982,682 : 3.1
1980-————-———=——-—- ——=- : 136,480 : 4,261,841 : 3.2
1981----—- e e e : 145,685 : 4,440,461 : 3.3

lffTotal shipments include intraplant and intercompany transfers as well as
total commercial shipments.

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

Questionnaires were sent to all known importers of carbon steel wire
rods. The ratio of the respondents' imports to imports for consumption (as
reported by the U.S. Department of Commerce) are shown by specified sources in
the following tabulation (in percent):

1979 1980 1981
Belgium———=====m=mmem———— k% Kdede ek
Brazil-———-—==—- ———————— *kk sk ek
France-———r==—==—=—=mm—————— L Kk Kok
Venezuela————-——=———==—=~- - xRk *kk Kk

Responding U.S. importers' inventories are shown in table 6. The data
show no inventories of carbon steel wire rod from Belgium, Brazil, or
Venezuela for 1979 and 1980. U.S. importers' inventories of carbon steel wire
rod from France held as of December 31, declined from 1979 to 1980. 1In 1981,
however, U.S. importers reported significant inventories from all four
countries covered by these investigations. These inventories totaled 24,053

A-18



Table 6.-—Carbon steel wire rod:

Dec. 31, and

A-19

Inventories of selected firms held as of
imports by these firms, by specified sources, 1979-81

: Importers' : : Ratio of
Source and year : X : Imports :inventories to
inventories A
: : : imports
e Short tons——-——--- : Percent
Belgium: : : :
1979 : *kk g *kk 2 *hk
1980- : *kk kkk o *kk
1981 : LT T *kk g *kk
Brazil: : : :
1979 s *kk g *kk o *kk
1980- : *kk o *kk o *kk
1981 : LT T kkk o kK
France: : : :
1979 - *kk o kkk o *kk
1980- : *k% o kkk g *kk
1981 - k% o k% o k%%
Venezuela: : : :
1979 - LTI kkk o *%k
1980- : *k%k o hkk o *kk
1981 - *kk o LT T *kk
Total: : : :
1979 - kkk o *kk g *kk
1980- : *k% o *k% . K%k
1981 - *kk g *kk g kK
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

tons and represented 16 percent of the imports reported from these four
countries. These inventories also represent 97 percent of the reporting
firms' total inventories of carbon steel wire rod from all countries held as
of December 31, 1981.

Apparent U.S. consumption

Apparent U.S. consumption of carbon steel wire rod, including captive
consumption, declined sharply from 1979 to 1980, but then recovered somewhat
in 1981 (table 7). Apparent U.S. consumption declined from 5.8 million tons
in 1979 to 4.7 million tons in 1980, or by 18 percent. Apparent consumption
then increased to 5.1 million tons in 1981, or by 9 percent.

A-19
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Table 7.--Carbon steel wire rod: U.S. producers' total shipments, imports
for consumption, exports, and apparent U.S. consumption, 1979-81

(In short tons)

Firm f 1979 ‘1980 1981
J.S. producers' shipments~-—---———-: 4,982,682 : 4,261,841 : 4,440,461
Imports for consumption--—-—-————=—==- : 818,799 : 729,902 : 760,734
EXPOrtg=———=— = mm—mmmmme i e — e 29,622 : 256,491 : 51,748
Apparent U.S. consumption-—-—-—-—----: 5,771,859 : 4,735,252 : 5,149,447

Source: U.S. producers' total shipments and exports compiled from data
submitted in response to questionnaires of the U.S. International Trade
Commission; imports for consumption compiled from official statistics of the
U.S. Department of Commerce.

Apparent U.S. open-market consumption of carbon steel wire rod has
followed the same general trend as total U.S. consumption, but has remained
more stable (table 8). It declined from 3.5 million tons in 1979 to 3.2
million tons in 1980, or by 10 percent. In 1981, apparent U.S. open—market
consumption increased to 3.4 million tons, or by 9 percent, thus nearly
reaching the 1979 level. However, this apparent recovery in the annual data
may be somewhat misleading. U.S. producers' commercial shipments account for
nearly 80 percent of apparent U.S. open-market consumption, and the monthly
data on these shipments (see figure 1 of this report) show a general decline
in the last half of 1981. Thus, what may have been a strong market early in
1981, has apparently deteriorated since then.

Table 8.--Carbon steel wire rod: U.S. producers' commercial shipments,
imports for consumption, exports, and apparent open-market consumption,
1979-81

(In short tons)
Firm : 1979 © 1980 P91

TR ED

J.S. producers' commercial :

ee %o ee | e
.

shipments———====-meommmmmmm o 2,719,220 2,684,992 : 2,732,004
Imports for consumption-=---=—-—==—=: 818,799 : 729,902 : 760,734
Exports-———===—=——= e : 29,622 : 256,491 : 51,748
Apparent open-market consumption--: 3,508,397 : 3,158,403 : 3,440,989

Source: U.S. producers' commercial shipments and exports compiled from data
submitted in response to questionnaires of the U.S. Internatiounal Trade
Commission; imports for consumption compiled from official statistics of the

U.S. Department of Commerce.
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U.S. employment, wages, and productivity

The average number of all persons employed in U.S. establishments within
which carbon steel wire rod is produced declined each year during the period
under consideration (table 9). The number declined from 110,129 in 1979 to
88,312 in 1981, or by 20 percent. The largest decline was from 1979 to 1980.

Table 9.--Average number of employees, 1/ total and production and related
workers in U.S. establishments producing carbon steel wire rod, and hours
worked by, and hourly wages and total compensation 2/ paid to, production
and related workers producing carbon steel wire rod, 1979-81

Ttem : 1979 © 1980 : 1981

Average employment: : :
All persons: :

ee e

Number--~----w-—=-m— : 110,129 94,328 : 88,312
Percentage change———-———-=———--- : 3/ : (14.3): (6.4)
Production and related workers : - : :
producing carbon steel :
wire rod: : : :
Number---—-——===—em—— o : 9,376 : 7,575 : 6,880
Percentage change-—------=-—==—: 3/ : (19.2): (9.2)
Hours worked by production and : - : :
related workers producing : :
carbon steel wire rod: : : :
Number ---~---===--~==thousands—-: 19,230 : 15,314 : 13,714
Percentage change—-——-==-=====-=—=: 3/ : (20.4): (10.4)

Hourly wages paid to production
and related workers producing :
carbon steel wire rod : :

1,000 dollars—-: 215,332 : 186,009 : 187,143

Total compensation paid to : : :
production and related :
workers producing carbon :
wire rod-------1,000 dollars—-: 277,177 : 247,751 : 249,902

.
.

o oo

1/ Includes data from 13 producers.

zy Includes hourly wages, contributions to social security, and other
employee benefits.

3/ Not available.

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

The average number of production and related workers employed in the produc-
tion of carbon steel wire rod also declined each year during 1979-81. That
number declined from 9,376 in 1979 to 6,880 in 1981, or by 27 percent. Again,
the largest decline was from 1979 to 1980. A-21



A-22

The hours worked by production and related workers producing carbon steel
wire rod followed a trend similar to that for employment, however, the
declines were steeper. The hours worked declined from 19 million in 1979 to
14 million in 1981, or by 29 percent.

Hourly wages paid to production and related workers followed a slightly
different trend, declining from 1979 to 1980, but increasing slightly in
1981. Such wages declined from $215 million in 1979 to $186 million in 1980C,
or by 14 percent. Hourly wages tten increased to $187 million in 1981,
representing an increase of less than 1 percent from the previous year.
Hourly wages paid to production and related workers producing carbon steel
wire rod accounted for an average of 76 percent of the total compensation paid
to such workers. The total compensation paid declined from $277 million in
1979 to $248 million in 1980, or by 11 percent, but then increased to $250
million in 1981, or by less than 1 percent.

The productivity of the production and related workers in the carbon steel
wire rod industry varies significantly from producer to producer, however, the
trend is clearly upward (table 10). * * *

On an aggregated tasis, the productivity of U.S. producers' production and
related workers producing carbon steel wire rod increased from 513 pounds per
hour in 1979 to 650 pounds per hour in 1981, or by 27 percent. This increase
in the productivity of the workers in the aggregate exactly offsets the
27-percent decline in the average numter of production and related workers
employed by U.S. producers from 1979 to 1981.

The hourly wages paid to production and related workers varied somewhat
from producer to producer, but not substantially. The trend in hourly wages
over the period was clearly upward. Wages paid on an hourly basis increased
from $11.2 in 1979 to $13.7 in 1981, or by 22 percent.

The unit cost of labor in the carbon steel wire rod indﬁstry varies
significantly from producer to producer. However, because of increases in the
industry's productivity as a whole, the unit labor cost per ton for the

aggregate has remained the same from 197% to 1981. * * %,

Financial experience of U.S. producers

Overall establishrent operations.—-Ten producers of carbon steel wire rod
provided profit-and-loss data relative to the overall operations of the
estatlishments or divisions within which such rod is produced. 1/ Total net
sales by these producers declined frem $1C.8 tillion in 1979 to $9.6 billion
in 1980, or by 11 percent. Net sales then rose by 16 percent to $11.2 billion
in 1981 (table 11). 1In the aggregate, the 10 firms derived about 11 percent
of the revenues of the overall establishment or division from the sale of
carbon steel wire rod in each of the years 1978, 1979, and 1980.

1/ Paritan Piver Steel Co., which commenced production of carbon steel wire
rod in 1980, was in the development stage until Dec. 31, 198C. Hence,
¥ * ¥ , For this and other reasons, the profit-and-loss data of the firm have
been excluded from this section of the report.
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Table 10.--Labor productivity, hourly wages, and unit labor costs
in the production of carbon steel wire rod, by firms, 1979-81

Firm : 1979 i 1980 X 1581
Labor productivity: : : :
Armco—=———=———- pounds per hour--: *kk o hhk o *kk
Bethlehem— do : *kk o *k%x o *kk
Georgetown do : *kk g *kk g *k%k
Georgetown Texas do : *%k% k%% 2 *k%k
Raritan do : *kE g *k%k g k%
U.S. Steel do : *kk o *kk *kk
Other do : *kk g k%% k&
Weighted average do : 513 : 554 : 650
Percentage change : 1/ : 8.0 : 17.3
Hourly compensation: : - : :
Armco - E % *k%k o k%%
Bethlehem— do : k%% o *kk o *kk
Georgetown do : *k% g k%% 3 k%
Georgetown Texas do : *kk o *kk o k%
Raritan do———-: *kk g *k%k o k%
U.S. Steel do : *kk g *kk *kk
Other do : *kk o *Ekk k%
Weighted average do : 11.2 : 12.2 : 13,7
Percentage change : 1/ : 8.9 : 17.3
Unit labor costs: : : :
Armco per ton—-: *kk g *%k%k o *kk
Bethlehem do : *kk g *kk o *kk
Georgetown do——--: *k%k 3 *kk g *kk
Georgetown Texas do : *kk 3 *kk g *kk
Raritan do-——-: 1/ : *%%k kkk
U.S. Steel do : *kk g *k%k *kk
Other do : *hk g k% 3 ikl
Weighted average do : 57 : 59 : 57
Percentage change : 1/ : 3.5 : (3.4)

lj Not availatble.

Source:

U.S. International Trade Commission.

Compiled from data submitted in response to questionnaires of the

The 10 firms reported an aggregate operating profit of $130 million, or
In 1980, they sustained an aggregate
operating loss of $197 million, which represented 2.0 percent of net sales in

1.2 percent of net sales in 1979.

that year.

percent of net sales.
firms reported such losses in 1980, and four firms reported losses in 1981.

*

One firm reported an operating loss in 1979, three

*

*

*

*

*

*

A-23
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Operations on carbon steel wire rod.--The 10 firms which furnished
profit-and-loss data accounted for about 80 percent of total U.S. producers’
shipments of carbon steel wire rod in 1981. Their net sales of carbon steel
wire rod declined from $1.2 billion in 1979 to $1.1 billion in 1980, or by 11
percent (table 12). Net sales then rose by 10 percent, to $1.2 billion in
1981.

The 10 firms' aggregated operations on carbon steel wire rod were
profitable in 1979, but unprofitable in 1980 and 1981. Together, the 10 firms
earned an operating profit of $14 million in 1979, which represented 1.2
percent of net sales that year. These firms sustained operating losses of $55
million (5.0 percent of net sales) and $27 million (2.2 percent of net sales),
respectively, in 1980 and 1981. Five firms sustained operating losses in
1979, seven firms sustained such losses in 1980, and six in 1981.

- The ratio of cost of goods sold to net sales rose from 96 percent in 1979
to 101 percent in 1980, indicating that, in the aggregate, the 10 firms sold a
share of their carbon steel wire rod at less than the cost of production
during 1980. 1In 1981, the ratio of cost of goods sold to net sales declined
to 98 percent.

As a whole, the carbon steel wire rod operations of the mini mills were

more profitable than the integrated operations of the large steel producers.
* k k,

Cash flow from operations.-—Cash flow generated from U.S. producers'
overall establishment operations and their operations producing carbon steel
wire rod are shown in table 13. Cash flow from overall operations ranged from
a low of $48 million in 1980 to a high of $619 million in 1981. Their
operations on carbon steel wire rod generated a positive cash flow of $41
million and $6.5 million, respectively, in 1979 and 1981. These operations
generated a negative cash flow of $27 million in 1980.

Investment in productive facilities.--Eight firms supplied data relative
to their investment in productive facilities during 1979-81. The eight firms'
investment, valued at cost, in facilities used in the production of carbon
steel wire rod increased by $66 million during 1979-81 (table 14). The book
value of such assets increased by $29 million. The relationship of operating
profit or loss to investment in productive facilities, whether valued at
original cost or book value, generally follows the same trend as the ratio of
such profits to net sales, that is, the ratios declined from a high in 1979 to
a low in 1980, and recovered somewhat in 1981.
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Table 13.-—-Cash flow from U.S. producers' overall establishment operations and
from operations producing carbon steel wire rod, accounting years 1979-81

(In thousands of dollars)

Ttem : 1979 : 1980 1981
Overall operations: : : :
Net operating profit or (loss)--: 130,000 : (197,400) : 349,500
Depreciation and amortization——-: - 240,600 : 245,500 : 269,500
Cash flow 1/----—-- e e 370,600 : 48,100 : 619,000
Carbon steel wire rod: : , : ' :
Net operating profit or (loss)-—: - 14,300 : (55,200): (26,900)
Depreciation and amortization-—-: 26,500 : 28,000 : 33,400

Cash flow 1/===========—=m=mmm s 40,800 : (27,200) 6,500

1/ Cash flow is understated to the extent that 1 large producer -did not
supply depreciation and amortization data.

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

U.S. International Trade Commission.

Table l4.--Investment in productive facilities by 8 U.S. producers of carbon
steel wire rod, as of the end of accounting years 1979-81

Item : 1979 f 1980 X 1981
Original cost—————— 1,000 dollars—-: 379,800 : 404,200 : 445,400
Book value - do : 230,700 : 247,300 : 259,600
Operating profit or (loss)-—-do----: 32,300 : (20,200): (7,600)
Ratio of operating profit or : : :
(loss) to-- : : :
Net sales————=——=—————-— percent--: 4.7 (3.1): (1.0)
Original cost - do———-: 8.5 : (5.0): (1.7)
Book value———————=—=——————— do———-: 14.0 :

(8.2): (2.9)

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

Capital expenditures.--Nine firms supplied data relative to their
expenditures during 1979-81 for land, buildings, machinery, and equipment used
in the production of carbon steel wire rod. As shown in the following
tabulation, the aggregate capital expenditures rose from $14 million in 1979
to $36 million in 1980, but declined slightly, to $31 million in 1981:
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Capital expenditures
(1,000 dollars)

1979 =mmmcmmmmmmm = =mememmm 14,314
1980=—mmmmmmmm = mmmmmmmmmmmm= 36,342
1981 ~=mmmmmmmmmmmmsmmmz=mmmm 31,220

Research and development expenses.——Only four producers reported that
they incurred research and development expenses relative to their carbon steel
wire rod operations during 1979-81. Such expenses are presented in the
following tablulation:

Research and development
expenses
(1,000 dollars)

1979 -~--=--——- e EE *kk
1980-————— e e * %%
1981 --——-- s e k%

The Question of Threat of Material Injury

U.S. importers' inventories

In 1981, U.S. importers reported significant yearend inventories of
carbon steel wire rod from all four countries covered by these
investigations. These inventories along with their ratio to imports of
reporting firms, by country, are shown in the following tabulation:

Ratio of inventories

Inventories to imports

Country (short tons) (percent)
Belgium———--~ ——————— *k%k Sk k
Brazil -=~== === *k%k kkk
France————-—~-~==-~=~- *kk Lk
Venezuela=--~=--===—== Kekk k%
Total---—-~------- 24,053 15.5

Capacity of foreign producers to generate exports and the availability of
export markets other than the United States

Belgium.--Production of carbon steel wire rod in Belgium declined
throughout 1979-81 (table 15). * * %,
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Table 15.--Belgium: Carbon steel wire rod production, capacity, capacity
utilization, and exports, 1979-81

Ttem 1979 Y 1980 P 1981
Production--—--—-- mmmm e 1,000 short tons—-: *k% 3 *kk 3 ket
Capacity-———-—-—=-—————=—-—————————— --do-—-—-: *kk o Kkk g Fkk
Capacity utilization--—--=-~====———= percent——: LR E *kk : k%
Exports to—- : : :
United States---------—--1,000 short tons--: k% o *kk o Fkk
o, ——— do————: k% o *kk o kK
All other countries-------------=--—=do-——-: *kk 3 k% fadadad
Total-———-=—-—==————mm e do——--: *k% k% 3 *kk

Source: Compiled from data obtained from U.S. Embassy, Brussels.

Brazil.—-—-Production of carbon steel wire rod in Brazil increased
significantly in 1980, but declined in 1981 (table 16). * * *

Table 16.-—-Brazil: Carbon steel wire rod production, capacity, capacity
utilization, and exports, 1979-81

Ttem 1979 % 1980 P 1981
Production---=-~~-—-~ —————— 1,000 short tons—-—: L E *kk *hk
Capacity——————————————=—————— - ——— do———--: *k%x *kk Fkk
Capacity utilization-----------—-———percent——: *kk 2 kkk kK
Exports .to-- : : :

United States----—----—-1,000 short tons——: kkk *kk 2 *kk
EC——— = e e m e e e e m e do——--: k% ki o *kk
All other countriea--~——~-~-—-———~——do-—-—' *kk *k% 3 *hk

Total———=—====—=====m= _——————— e do———-: *kk . *k%k k&%

Source: Compiled from data obtained from U.S. Embassy, Rio de Janeiro.

France.--Production of carbon steel wire rod in France declined each year
during 1979-81 /table 17), * * *,
A-29
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Table 17.--France: Carbon steel wire rod production, capacity, capacity
utilization, and exports, 1979-81

Ttem 1979 ¢ 1980 G 1981
Production-—=======-==~==--==1,000 short tons--: | kkk kkk kkk
Capacity-————~-—-———- e ——————— e e do———-: hkk k%% *kk
Capacity utilization----—--====-——=percent--: *k% o *kk o kkk
Exports to—-— _ : : :

United States-—----------1,000 short tons——: *kk k% *kk
BCm——m e e do . k% o k% . %k
All other countries=—=-=-=====-==m—=do—===: *kk *EX *hk

Total————== - m e m e do———-: kkk kkk *kk

Source: Compiled from data obtained from U.S. Embassy, Paris.

Venezuela.--The only producer of carbon steel wire rod in Venezuela is
SIDOR, which commenced production in 1979. 1/ * * *, 1In contrast, exports to
the United States have increased significantly. However, counsel for SIDOR
states that these exports consisted of a "one-time excess inventory disposal
created through extraordinary sales by foreign producers into Venezuela"” and
further that "Sidor has no intention or capability of selling wire rod to any
user which may import it into the United States in the range of the
foreseeable future.” 2/

Table 18.--Venezuela: Carbon steel wire rod production, capacity, capacity
utilization, and exports, 1979-81

Ttem 1979 Y 1980 P 1981
Production-~--========-=====1_000 short tons-—--: *kk . *kk Fkk
Capacity—-———-———--—————-—--—---—--———-—--v——f—‘do——-——: kkk . k% . kkk
Capacity utilization-----~—=--=--————percent--: k% 3 k% 3 *kk
Exports to—— : : :

United States----—------——1,000 short tons—--: kkk *kk *kk
EC—mmm—mmmm e m i = m e m e mmm ] Qe § %%k - kk%k kkk
All other countries-~---—=-=-==—-~-ecee=do—-———: *kk *kk Kk

Total=————— = m e e B do————: Fk % xKE )

es oo | e

Source: Compiled from data obtained from U.S. Embassy, Caracas.

1/ See transcript of conference, p. 150.
Z/ See letter addressed to Chairman Alberger dated Mar. 2, 1982. A-30
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The Question of the Causal Relationship Between the Allegedly Subsidized
Imports and the Imports Allegedly Sold at LTFV and the Alleged Injury

U.S. Imports

The quantity of U.S. imports of carbon steel wire rod from all sources
declined from 1979 to 1980, but increased in 1981 (table 19). U.S. imports
declined from 818,799 tons in 1979 to 729,902 tons in 1980, or by 11 percent.
U.S. imports then increased to 760,734 tons in 1981, or by 4 percent. The
value of total U.S. imports followed a similar trend, although the increase in
1981 was greater. The total value of U.S. imports declined from .$260 million
in 1979 to $235 million in 1980, or by 9 percent, and then increased to $264
mi<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>