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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigations Nos. 701-TA-179 through 181 (Preliminary)

HOT-ROLLED STAINLESS STEEL BAR, COLD-FORMED STAINLESS STEEL BAR,
AND STAINLESS STEEL WIRE ROD FROM BRAZIL

Determinations

On the basis of the record 1/ developed in investigation No. 701-TA-179
the Commission determines, pursuant to section 703(a) of the Tafiff Act of
1930 (19 U.S.C. & 1671(a)), that tﬁere is a reasonable indication that an
industry in the United States is threatened with material injury by reason
of imports of hot-rolled stainless steel bar, provided for in item 606.9005
of the Tariff Séhedules of the United States Annotated (TSUSA), which are
alleged to be subsidized by the Government of Brazil. 2/

On the basis of the record 1/ developed in investigation No. 701-TA-180
the Commission determines, 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 threatened with material injury by reason
of imports of cold-formed stainless steel bar, provided for in item 606.9010
of the TSUSA, which are alleged to be subsidized by the Government of Brazil. 2/

On the basis of the record 1/ developed in the subject investigation No.
701-TA-181 the Commission determines, pursuant to section 703(a) of the Tariff
Act of 1930 (19 U.S.C. 8§ 1671b(a)), that there is a reasonable indication that

an industry in the United States is materially injured by reason of imports

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i)).

2/ Commissioners Calhoun and Frank, expressing the statutory language, determine
that there is a reasonable indication that an industry in the United States is
being injured or is threatened with material injury. Commissioner Frank notes

that for purposes of reaching his determinations in these cases he is cumulating
the impact of imports of stainless steel hot-rolled bar, cold-formed bar, and
wire rod from Brazil and Spain.



of stainless steel wire rod, provided for in items 607.2600 and 607.4300
of the TSUSA, which are alleged to be subsidized by the Government of

Brazil. §/

Background

On June 16, 1982, petitions were filed with the Department of Commerce

i

by counsel for Al Tech Specialty Steel Corp., Carpenter Technology Corp.,
Colt Industries (Crucible Materials Group), Cyclops Corp., Guterl Special
Steel Corp., Joslyn Stainless Steels, and Republic Steel Corp. alleging that
producers, manufacturers, or exporters in Brazil of stainless steel bar and
wire rod receive bounties or grants within the meaning of section 771(5) of
the Tariff Act of 1930, as amended (19 U.S.C. 1677(5)) and that imports of
these products are materially injuring, or threatening to materially injure
a U.S. industry.

On June 16, 1982, Commerce notified the Commission that it was commencing
invesfigations of the existence of said subsidies under section 702.
Accordingly, effective June 16, 1982, the Commission, pursuant to section
703(a) of the Act (19 U.S.C. § 1671b(a)), instituted preliminary counter-
vailing duty investigations to determine whether there is a reasonable
indication that an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of an industry in the
United States is materially retarded, by reason of imports from Brazil of
the merchandise which is the subject of the investigations by the Department

of Commerce.

3/ Commissioners Calhoun and Frank, expressing the statutory language,
determine that there is a reasonable indication that an industry in the United
States is being injured or is threatened with material injury. Commissioner
Frank notes that for purposes of reaching his determinations in these cases
he is cumulating the impact of imports of stainless steel hot-rolled bar,
cold-formed bar, and wire rod from Brazil and Spain.



Notice of the institution of the Commission's investigations and of a
conference to be held in connection therewith was given by posting copies
of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register of June 30, 1982 (47 F.R. 28481). The conference was held in
Washington, D.C. on July 13, 1982, and all persons who requested the

opportunity were permitted to appear in person or by counsel.
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VIEWS OF THE COMMISSION

Introduction

After considering the record in these investigations, we determine,
pursuant to section 703(a) of the Tariff Act of 1930, that there is a
reasonable indication that an industry in the United St;tes is materially
injured or threatened with material injury by reason of imports of stainless
steel hot-rolled bar, cold-formed bar, 1/ and wire rod 2/ which are alleged to

be subsidized by the Government of Brazil. 3/ 4/ éi

1/ Chairman Eckes and Commissioners Stern and Haggart determine that there
is a reasonable indication of threat of material injury by reason of imports
of both hot-rolled and cold-formed bar.

2/ Chairman Eckes and Commissioners Stern and Haggart determine that there
is a reasonable indication of material injury, and therefore do not reach the
issue of threat of material injury.

3/ Chairman Eckes and Commissioners Stern and Haggart have made their
determination regarding the impact of the alleged subsidized imports from
Brazil on a case-by-case basis, and do not reach the issue of cumulation of
the imports under investigation with like-product imports from Spain which
were the subject of Hot-Rolled Stainless Steel Bar, Cold-Formed Stainless
Steel Bar, and Stainless Steel Wire Rod from Spain, Inv. nos. 701-TA-176
through 178 (Preliminary) USITC Pub. No. 1254 (June 1982) or with like-product
imports currently subject to investigation by the United States Trade '
Representative under section 301 of the Trade Act of 1974.

4/ Commissioner Calhoun's determination is based upon the cumulation of
imports of stainless steel hot-rolled bar, cold-formed bar and wire rod with
the respective imports from Spain which were the subject of Hot—Rolled
Stainless Steel Bar, Cold-Formed Stainless Steel Bar, and Stainless Steel Wire
Rod from Spain, Inv. nos. 701-TA-176 through 178 (Preliminary) USITC Pub. No.
1254 (June 1982).

5/ Commissioner Frank determines that there is cumulation of imports of
stainless steel hot-rolled bar, cold-formed bar, and wire rod, at least in
combination with imports of these products from Spain. He finds three
separate like products where some overlapping of facilities for production and
related other factors occurs in segment areas of these like-products. Details
on Commissioner Frank's views on cumulation, other related issues, and the low
threshold test for 45-day preliminary injury determination, are found in
earlier opinions of Commissioner Frank such as in Certain Steel Products from
Belgium, Brazil, France, Italy, Luxembourg, the Netherlands, Romania, the

(Footnote continued)



Standards for Determination

In making a determination as to whether there is material injury, the
Commission is required to consider, among other factors: (1) the volume of
imports; (2) the effect of imports on domestic prices for like products; and
(3) the impact of imports on the domestic industry. 6/

In making a determination as to whether there is a threat of material
injury, the Commission considers, among other factors: (1) the rate of
increases of subsidized or dumped imports into the U.S. market, (2) the
capacity in the exporting country to generate exports, and (3) the
avaiiability of other export markets. 7/ Findings of a reasonable indication
of threat of material injury must be based on a showing that the likelihood of
harm is real and imminent, and not on mere supposition, speculation, or

conjecture. 8/

(Footnote continued)

United Kingdom, and West Germany, Inv. Nos. 701-TA-86-144, 146, and 147 at 121
=135 (Preliminary) (USITC Pub. No. 1221, Volume I) (February 1982). Although
Commissioner Frank did not reach the issue of threat of material injury in
Hot-Rolled Stainless Steel Bar, Cold-Formed Stainless Steel Bar, and Stainless
Steel Wire Rod from Spain, Inv. Nos. 701-TA-176 through 178 (Preliminary)
(USITC Pub. No. 1254, (June 1982), in this preliminary investigation he
concludes that an industry in the United States is materially injured or
threatened with material injury by reason of imports of stainless steel
hot-rolled bar, cold-formed bar, and wire rod from Brazil, which are alleged
to be subsidized by the Government of Brazil.

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
which reasonably indicates that an industry in the United States could
possibly be suffering injury, threat thereof or material retardation. V.P.
Rep. No. 96-317, 96th Cong., lst sess., 52. (1979).

6/ 19 U.S.C. § 1677(7)(B).

7/ 19 C.F.R. § 207.26(d).

8/ S. Rep. No. 96-249, 96th Cong., lst Sess. 88-89 (1979); S. Rep. No. 1298,
93d Cong., 2d Sess. 180 (1974); Alberta Gas Chemicals, Inc. v. United States,
515 F. Supp. 780, 790 (Ct. Int'l Trade 1981).



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.” 9/ 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. 10/

The imported articles under investigation are stainless steel 11/
hot-rolled bar, stainless steel cold-formed bar, and stainless steel wire
rod. 12/ Bars 12/ are semifinished products that have numerous applications
in the manufacture of such items as pump shafts, ball bearings, automotive
parts, and medical instruments. 14/

Both domestic and imported hot-rolled bar is produced from stainless
steel billets in a rolling mill. Unlike hot-rolled stainless steel sheet, a
significant amount of hot-rolled bar is sold as a finished product. 15/ 1In
compariéon to cold-formed bar, much hot-rolled bar is a flat bar product. 16/
The principal applications of hot-rolled bar are in the manufacture of

turbines and industrial equipment. 17/

9/ 19 U.5.C. 1677(4)(A).

10/ 19 U.s.C. 1677(10).

11/ For the definition of stainless steel, see Report at A-7.

ig/ The terms hot-rolled bar, cold-formed bar, and wire rod as used
hereinafter refer to stainless steel hot-rolled bar, stainless steel
cold-formed bar, and stainless steel wire rod.

13/ For the definition of bar, see Report at A-7.

14/ 1Id. at A-7; A-11. :

15/ Transcript of preliminary conference in Hot-Rolled Stainless Steel BRar,
Cold-Formed Stainless Steel Bar, and Stainless Steel Wire Pod from Spain, Inv.
nos. 701-TA-176 through 178 (Preliminary) USITC Pub. No. 1254 (June, 1982) at
55-56.

16/ 1d.

17/ Id.; Report at A-55.
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Both domestic and imported cold-formed bar is a refinement of the
hot-rolled product that is of higher quality, both in terms of finish and
tolerances. l§/ Therefore, cold-formed bar has several applications that
hot-rolled bar is not suitable for, such as airplane landing gears, boat
propeller shafts, automobile valves and fittings,’drive'shafts and
cutlery. 19/ As a refinement of the hot-rolled product, cold-formed bar costs
more to produce, 20/ and sells for a higher price. 21/

Wire rod is a semifinished, hot-rolled product that is round in cross
section, between 0.20 inch and 0.74 inch in diameter, and, unlike the baf -
products, is produced in coils. 22/ The manufacture of stainless rod requires
specialized equipment and manufacturing processes that are generally different
from those used to produce bar. gg/ Wire rod is produced in longer lengths
than bar, and is preferred over bar of the same diameter by manufacturers with
continuous operations, such as wire and fastener producers. 24/ 1t is also
priced less per pound than bar of the same diameter. 25/ Wire rod is used

primarily in the manufacture of stainless steel wire and fasteners. 26/

18/ Id. at A-8; A-11.

19/ Transcript, id. at A-7.

20/ Transcript of Preliminary Conference (Tr.) at 41 (testimony of Dr. Lena,
President, Al Tech Specialty Steel).

21/ Id. at 40.

ggj Report at A-8.

ggj The distinction between rod and hot-rolled bar is not complete to the
extent that bar of less than one inch in diameter may be produced by simply
uncoiling, cutting and straightening rod, or may be produced on an automated
bar and rod mill that can produce both narrow gauge bar and rod
simultaneously. Nevertheless, this overlap is limited to the narrower gauges
of bar, which constitute approximately half of the bar produced. See Report
at A-9; transcript of Preliminary Conference at 24-25 (testimony of Dr. Lena).

24/ Tr. 43.

25/ Information on file in Office of Economics (Daniel Klett).

ZE] Id. at A-8.
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On the basis of the information available, we have determined that there
is one domestic product corresponding to each of the three imported products
that are the subject of these investigations. Each of the three stainless
steel products under investigation is fungible with the corresponding product
of the domestic manufacturers. Each of the three produc?s as shipped has
different characteristics and uses, and are priced differently. Accordingly,
we determine that there are three separate domestic industries consisting of
the domestic producers of each like product.

We emphasize that the definitions of the industries in these preliminary
investigations are based on the best information now available. We do not
preclude the possibility of defining the domestic industries differently in

any final investigation.

HOT-ROLLED STAINLESS STEEL BAR

Condition of the Domestic Industry

The condition of the domestic stainless steel hot-rolled bar industry has
been deteriorating since 1979, and this downward trend quickened in the first
quarter of 1982. Domestic production of hot-rolled bar declined by 13 percent
between 1979 and 1981, 21/ a drop considerably greater than the 8 percent
decline in U.S. consumption for this period. 28/ The first quarter of 1982
resulted in a decline of over 25 percent from the comparable 1981

quarter. 29/ Domestic shipments also declined during this period, gg/ and

27/ Report at A-21 (Table 8).°
28/ 1d. at A-16.

29/ Id. at A-21 (Table 8).

30/ Id. at A-17 (Table 6); A-20.
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end-of-period inventories reached a level in 1981 equivalent to 25 percent of
producers' 1981 shipments. 31/

Utilization of hot-rolled bar capacity also declined steadily, from 67
percent in 1979 to 57.1 percent in 1981. It declined to 43 percent for the
first quarter of 1982, as compared with 57.6 percen% for the first quarter of
1981. 32/

Employment patterns also evidenced a steadily negative trend. The
average number of production and related workers producing hot-rolled bar
declined 6 percent between 1979 and 1981, and fell 18 percent in the first
quarter of 1982 compared with the first quarter of 1981. 33/ The number of
hours paid-—a more informative indicator of loss of employment in an industry
with reduced hours and furloughs--fell by 14 percent between 1979 and 1981,
and by 23 percent during the first quarter of 1982 as compared to the first
quarter of 1981. 34/

Sales, gross profits, and net profits before taxes declined in the first
quarterlof 1982 as compared with the first quarter of 1981. 35/ 36/

Furthermore, the aggregate figures mask significant losses that have been

31/ Id. at A-24.

32/ 1d. at A-21.

33/ Id. at A-24.

34/ 1d. at A-25 (Table 11)

35/ 1d. at A-27 (Table 14). The ratio of operating profit to net sales for
the first quarter of 1982 compared with the first quarter of 1981 does not
reflect a decline. In Hot-Rolled Stainless Steel Bar, Cold-Formed Stainless
Steel Bar and Stainless Steel Wire Rod from Spain, Inv. No. 701-TA-176/178
(Preliminary), the Commission noted at page 10 that the ratio of operating
profit to net sales for producers of hot-rolled bar declined to 5.9 percent
for the first quarter in 1982, from 7.6 percent for the first quarter in
1981. These figures were derived from estimated figures provided by a
confidential memorandum from the Director, Office of Investigations to the
Commission dated June 3, 1982 (INV-F-073). Since that time actual figures for
the first quarter for 1981 and 1982 have been provided and reveal a different

(Footnote continued)
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experienced on an individual producer basis. Two of the six domestic
producers reported operating losses in 1980 and 1981. 1In the first quarter of

1982, the number rose to four. 37/

Material Injury or Threat of Material Injury 38/

Imports of hot-rolled bar from Brazil rose to 536 tons in 1981 as
compared with 450 tons in 1980. 39/ Imports for the first quarter of 1982
also rose to 226 tons, as compared with 213 tons for the same quarter
in 1981. 40/

In addition, the ratio of imports from Brazil to domestic consumption
increased from 0.9 percent in 1980 to 1.2 percent in 1981. 1In the first
quarter of 1982, thé ratio was 1.7 percent, almost the same record high level
of 1.8 percent reached in the first quarter of 1981. 41/

Brazil's export orientation is also very strong. In 1981, 23 percent of

Brazilian stainless steel bar 42/ production was exported. Although Rrazil's

(Footnote continued)

trend (see Table 14 at A-36). These actual figures are confidential. The
other relevant economic and financial factors discussed above which indicate a
deteriorating position in the industry provide the requisite showing for an
affirmative finding of threat of injury for purposes of this preliminary
investigation.

36/ For purposes of this preliminary investigation, we find that these
quarterly trends are consistent with our finding of a deteriorating position
of the industry as reflected by other economic indicators such as employment
patterns, capacity utilization, production, and shipments.

37/ 1d. at A-28.

38/ See footnote 1 at p. 5.

39/ 1d. at A-48 (Table 29).

40/ Id.

41/ Id. at A-53 (Table 35). :

42/ 1Id. at A-42 (Table 25). We do not, at this time, have data on exports
of bar from Brazil broken out between hot-rolled and cold-formed. However,
according to Department of Commerce statistics, in 1981, of the total
stainless steel bar imported from Brazil into the United States, 18 percent
was hot-rolled bar, and 82 percent was cold-formed bar. Id. at A-48.

11
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production of bar decreased by 5.2 percent between 1980 and 1981, its total
exports of bar increased by 2.9 percent during this period. 43/ In addition,
Brazil's leading producers of stainless steel bar increased overall production

capacity in 1981, 44/ and there are indications that they intend to continue
to increase exports of bar. 45/ |

The United States is Brazil's second largest export market for stainless
steel bar, accounting for 47 percent of total bar exports in 1981. 46/ 1In
addition, there are indications that the United States has become an
increasingly attractive market for Brazilian exports of stainless steel bar.
Although the level of Brazil's total exports of stainless steel bar has
remained fairly constant, exports to the United States have steadily increased
from 1,469 tons in 1979 to 2,018 tons in 1980, to 2,914 tons in 1981. 47/ The
figure for the first quarter of 1982, 1,577 tons, is more than that for all of
1979. 48/ The percentage of total bar exports represeﬁted by exports to the
U.S. market has risen steadily from 23 percent in 1979 to 33 percent in 1980
to 47 percent in 1981, an increase of 10 and 14 percentage points
respectively. 49/ Thus, an increasing share of exports of bars from Brazil
are being exported into the United States.

In addition, there do not appear to be other major export markets for
Brazil's bar exports. In fact, exports to the EC, which has been the major

market for Brazilian bar exports, have steadily declined from 64 percent in

43/ 1d. at A-44.

44/ Td. at A-43, A-4b.

%5/ 1d. at A-4é.

46/ Id. at A-42 (Table 25).

49/ 1d at A-42 (Table 25).
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1979 and 1980 to 47 percent in 1981. 50/ Thus, by 1981, exports to the United
States had increased so as virtually to equal the decreasing share of bar
exports to the EC. 51/

Furthermore, comparisons of U.S. producers' and importers' weighted
average net selling prices indicate that hot-rolled bar’from Brazil undersells
the domestic product by average margins of 16 percent. 22/ Also, purchasers
have confirmed that they received offers for Brazilian stainless steel bar at
prices approximately 30 to 45 percent below the prices of domestic

producers. 53/

Conclusion

Our investigétion reveals that the domestic stainless steel hot-rolled
bar industry is experiencing serious economic prpblems, that imports of
hot-rolled bar from Brazil have increased during the past year, and that
hot-rolled bars from Brazil are underselling the domestic product by wide
margins. In addition, we note that the capacity of Brazilian specialty steel
makers is increasing, and bar exports are increasing. Furthermore, bar
exports to the United States, which is one of Brazil's major export markets,
have increased significantly, while bar exports to the EC, Rrazil's other
ma jor export market, have steadily declined. Therefore, we find that there is

a reasonable indication that the domestic stainless steel hot-rolled bar

50/ 1d.
51/ 1.

52/ 1d. at A-66. :

53/ 1d. at A-67, A-68 (Purchasers 1 and 2).

13
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industry is materially injured or threatened with material injury éﬁ/ by
reason of allegedly subsidized imports of hot-rolled stainless steel bar from

Brazil.

COLD-FORMED STAINLESS STEEL BAR

Condition of the Domestic Industry :

The condition of the domestic stainless steel cold-formed bar industry is
rapidly detefiorating. Domestic production of cold-formed bar declined by 19
percent between 1979 and 1981. 55/ This drop in production was greater than
the 13 percent-decline in domestic consumption for the period. 56/ Domestic
shipments also declined by 21 percent during this period, 57/ with
end-of-period inventories increasing from a level equivalent to 27 percent of
shipments in 1979 to 44 percent of shipments in 1981. 58/

Utilization of cold-formed capacity also declined steadily, from 79.4
percent in 1979 to 64.7 percent in 1981, then fell to 55.1 percent for the
first quarter of 1982, as compared with 60.6 percent in the first quarter of
1981. 59/

Employment patterns also declined steadily. The average number of
production and related workers producing cold-formed bar decreased by 14
percent between 1979 and 1981, then fell by 11 percent in the first quarter of

1982 compared with the first quarter of 1981. 60/ The number of hours paid

4/ See supra note 1.
/ Report at A-2 (Table 8).
/ Id. at A-16
Id. at A-18. (Table 7); A-20.
Id. at A-24.
Id. at A-21 (Table 8).
at A-25 (Table 11).
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fell by 21 percent between 1979 and 1981, and by 15 percent during the first
quarter of 1982, as compared with the first quarter of 1981. 61/

Although the ratio of operating profit to net sales increased from 9.3
percent in 1979 to 11.6 percent in 1980, the figures for 1981 62/ and the
first quarter of 1982 indicate a deteriorating position. In 1981, the ratio
of operating profit to net sales dropped to 10.5 percent. In the first
quarter of 1982, the ratio of operating profit to net sales, as well as sales,
cash flow, and other profit margins all fell significantly compared with the
indicators for the first quarter of 1981. éé/

Furthermore, the aggregate figures mask a trend toward significant losses
that have been experienced on an individual producer basis. Whereas one firm
sustained operating losses for each of the years 1979 to 1981, during the
first quarter of 1982, five domestic producers sustained operating losses

compared with four firms in the first quarter of 1981. 64/

Material Injury or Threat of Material Injury 65/

Imports of cold-formed bar from Brazil increased from 1,489 tons in 1979
to 2,378 tons in 1981. 66/ Imports for the first quarter of 1982 increased to
1,351 tons, as compared with 259 tons for the same quarter in 1981. 67/ The

ratio of imports of cold-formed bar from Brazil to apparent U.S. consumption

617 1d.
62/ Id. at A-31 (Table 16).
63/ Id. The specific figures for the first quarter of 1982 are confidential

information.
64/ Id. at A-29.
65/ See supra note 1.
66/ Report at A-51 (Table 33).

67/ 1d.
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also increased from 1.2 percent in 1979 to 2.1 percent in 1981. The ratio for
the first quarter of 1982 was 5.0 percent, compared with 0.9 percent in the
first quarter of 1981. 68/ As already discussed in relation to hot-rolled
bar, although total exports from Brazil have remained fairly constant, exports
to the United States have increased significantly, whilé exports to other
major markets have decreased. 69/ ’

A comparison of the weighted average net selling prices of domestic
producers and importers indicates that cold-formed bar from Brazil undersold
the domestic product by an average margin of 25 percent for one item, and 18
percent for another item. 70/ 1In addition, two purchasers have confirmed that

they received offers for stainless steel bar from Brazil at prices

approximately 30 percent below domestic prices. 71/

Conclusion

Our investigation reveals that while the domestic industry is losing
market share, and its financial position is deteriorating, imports of
stainless steel cold-formed bar from Brazil are increasing rapidly, both in
absolute numbers and market share. They are also underselling the domestic
product by wide margins. Furthermore, the capacity of Brazilian specialty
steel producers 1is increasing, exports of bar are increasing, and exports of
bar to the United States are increasing while those to the EC, Brazil's other
major export markets for bar, are decreasing. Therefofe, we find that there

is a reasonable indication that the domestic cold-formed stainless steel bar

68/ Id. at A-53 (Table 35).

69/ See discussion at 12-13.

70/ Report at A-84.

Zl/ Id. at A-67 (Purchasers 1 and 2).
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industry is materially injured or threatened with material injury ZZ/ by -
reason of allegedly subsidized imports of cold-formed stainless steel bar from

Brazil.

STAINLESS STEEL WIRE ROD

Condition of the Domestic Industry

The condition of the domestic stainless steel wire rod industry has
already substantially declined, and continues to deteriorate. Doﬁestic
production of wire rod dropped by 18'percent between 1979 and 1981. 73/ This
drop in production was considerably greater than the 4.2 percent decline in
U.S. consumption of wife rod for the period. 74/ Domestic shipments also fell
by 24 percent during this period. 75/

Utilization of wire rod capacity also declined steadily, from 67.7
percent in 1979 to 56.8 percent in 1981, and drbpped to 42.7 percent for the
first quarter of 1982, as compared with 57.4 percent in the first quarter of
1981. 76/

Employment patterns also evidence a sharply negative trend. The average
number of production and related workers producing wire rod declined 7 percent
between 1979 and 1981, and fell 19 percent in the first quarter bf 1982. The
number of houré paid dropped by 14 percent between 1979 and 1981, and by 24
percent during the first quarter of 1982 as compared with the first quarter of

1981. 77/

72/ See supra note 1.

zz] EE;.at A-21 (Table 8).

74/ 1d. at A-16.

75/ 1d. at A-20, A-18 (Table 7).
76/ Id. at A-21 (Table 8).

77/ 1d. at A-25 (Table 11).
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Operating profit plunged by 93 percent from $4.9 million in 1979 to
$336,000 in 1980, and turned into an operating loss of $1.4 million in 1981.
In the same period, the ratio of operating profit to net sales dropped from
6.6 percent in 1979 to 0.5 percent in 1980, to a negative 2.3 percent in
1981. Similarly, cash flow from operations declined from $5.1 million in 1979
to a deficit of $922,000 in 1981. 78/ This negati;e trend substantially
worsened during the first quarter of 1982, with the ratio of operating loss to
net sales increasing significantly. 79/ Furthermore, the number of firms
reporting operating and net losses increased from two in 1979 to three in 1980
and 1981, and to four in the first quarter of 1982. 80/ In fact, one of the
domestic producers, Crucible, announced in April, 1982, that it was

permanently discontinuing its wire rod operation. §l/

Material Injury or Threat of Material Injury 82/ v

The share of the domestic stainless steel wire rod market held by the
domestic industry decreased from 68 percent in 1979 to 55 percent in 1981, and
to 46 pércent in the first quarter of 1982, as compared with 63 percent in the
first quarter of 1981. 83/

Imporfs of stainless steel wire rod from Brazil increased from 13 tons in

1980, when Brazil first entered the U.S. market, to 1,349 tons in 1981. 1In

78/ 1d. at A-33 (Table 18).

79/ 1d. The specific figures for the first quarter of 1982 are confidential
information.

80/ Id.

Ez] Statement of Dr. Adolph J. Lena, Transcript of Preliminary Conference in
Hot-Rolled Stainless Steel Bar, Cold-Formed Stainless Steel Bar, and Stainless
Steel Wire Rod from Spain, supra n. 3 at 4 (May 19, 1982).

82/ See supra note 2.

83/ Report at A-53 (Table 35).
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addition, imports for the first quarter of 1982 increased to 324 tons, as
compared with 285 tons for the same quarter in 1981. 84/ Quarterly data
indicate that imports of wire rod from Brazil have increased steadily since
the second quarter of 1981. 85/

The ratio of Brazilian wire rod imports to domestic consumption also
increased from less than 0.5 percent in 1980 to 2.4 percent in 1981, and rose
in the first quarter of 1982 to 2.5 percent, as compared with 2.2 percent in
the first quarter of 1981._§§] In fact, quarterly figures reveal a steady
upward trend starting in the second quarter of 1981, when the import
penetration ratio was 1.3 percent through the last quarter of 1981, when it
reached 3.3 percent.

The United States is Brazil's largest export market for stainless steel
wire rod. 1In 1981, 36 percent of Brazilian stainless steel wire rod
production was exported, and 78 percent of rod exports were exported to the
United States. §Z/ In addition, there are indications that the United States
has become an increasingly attractive market for Brazilian exports of
stainless steel wire rod. Although Brazil's éxports of wire rod increased by
1,075 tons between 1980 and 1981, its exports to the EC, its major export
market for rod in 1979 and 1980, decreased from 610 tons in 1980 to 420 tons
in 1981. 88/ Conversely, exports of wire rod to the United States increased
from 19 tons in 1980 to 1,515 tons in 1982. §2/ Thus an increasing share of

total exports of wire rod from Brazil has been exported to the United States.

84/ 1d. at A-52 (Table 30).
85/ Id. at A-52 (Table 34).
86/ 1d. at A-41.

87/ 1d. at A-42 (Table 26).
88/ 1d.

89/ 1d.
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In fact, the increase in exports to the United States account for not only all
of the increase in exports for 1981, but for the amount of exports lost to the
EC as well. Given that exports to the EC are declining, it appears that no
major export markets other than the United States are available. 90/

Furthermore, a comparison of the weighted average nét selling prices of
domestic producers and importers indicate that wfre rod from Brazil has
undersold the domestic product by average margins of 7 percent. 91/ 1In

addition, purchaser responses indicate that they received offers for rod from

Brazil at prices approximately 30 percent below domestic prices. 92/

Conclusion

We find that there is a reasonable indication that the domestic stainless
steel wire rod industry is materially injured or threatened with material
injury 93/ by reason of imports of stainless steel wire rod from Brazil. Our
conclusion is based upon steédy increases in imports of stainless steel wire
rod from Brazil, both in absolute numbers and market share, significant
increases in Brazil's exports of wire rod, and the fact that the United States
is the primary export market for Brazil's exports. We further note that the
share of exports to Brazil's second largest export market has been
decreasing. Finally, there are clear indications that the domestic stainless
steel wire rod industry has experienced, and is continuing to experience
serious economic problems, and that wire rod from Brazii is underselling the

domestic product.

50/ 1d.
91/ Id. at A-67 (Table 44).

92/ Report at A-67 (Purchasers 1 and 2).
EE] See supra note 2.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On June 16, 1982, a petition was filed with the U.S. Department of
Commerce by counsel for Al Tech Specialty Steel Corp., Carpenter Technology
Corp., Colt Industries, Inc. (Crucible Specialty Metals Division), Cyclops
Corp., Guterl Special Steel Corp., Joslyn Stainless Steels, and Republic Steel
Corp. all of which manufacture, produce, or wholesale stainless steel bar
and/or stainless steel wire rod products in the United States. The petition
alleges that producers, manufacturers, or exporters of stainless steel bar and
wire rod in Brazil receive, directly or indirectly, subsidies from the
Brazilian Govermment and that the U.S. stainless steel bar and wire rod
industry has been materially injured and is threatened with continued and more
serious injury by the subsidized Brazilian imports. Accordingly, effective
June 16, 1982, the Commission instituted countervailing duty investigations
Nos. 701-TA-179 through 181 (Preliminary) under section 703(a) of the Tariff
Act of 1930 (19 U.S.C. § 1671b(a)) to determine whether there is a reasonable
indication that an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of an industry in the
United States is materially retarded, by reason of imports from Brazil of
hot-rolled stainless steel bar (investigation No. 701-TA-179), provided for in
item 606.9005 of the Tariff Schedules of the United States Annotated (TSUSA),
cold-formed stainless steel bar (investigation No. 701-TA-180), provided for
in TSUSA item 606.9010, and stainless steel wire rod (investigation No.
701-TA-181), provided for in TSUSA items 607.2600 and 607.4300, upon which
bounties or grants are alleged to be paid. The statute directs that the
Commission make its determinations in these investigations within 45 days
after the date on which it received notice by the administering authority of

an investigation commenced under section 702(b) of the act, or by August 2,
1982.

r

Notice of the institution of the Commission's investigation and of the
public conference to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register of June 30, 1982 (47 F.R. 28481). 1/ The public conference was held
in Washington, D.C., on July 13, 1982, at which time all interested parties
were given the opportunity to present information for consideration by the
Commission. 2/ The Commission voted on the investigations on July 27, 1982.

Other Commission Investigations

On June 2, 1982, based on the record developed in investigations Nos.
701-TA-176 through 178, the Commission unanimously voted in the affirmative,
i.e., that there is a reasonable indication that an industry in the United
States is materially injured or threatened with material injury by reason of
imports of stainless steel bar and wire rod that are allegedly subsidized by
the Goverment of Spain. The products involved in the Spanish case are
identical to the products in the instant investigations.

}/ Copy of the Commission's notice of investigation and conference is
presented in app. A. The Department of Commerce's notice of initiation o¥lits
countervailing duty investigation is presented in app. B.

2/ A list of witnesses appearing at the conference is presented in app. C.



The Commission has made an affirmative determination in a prior
antidumping investigation concerning stainless steel wire rod from France 1/.

Accordingly, imports of wire rod from France are currently subject to an
outstanding antidumping order. The Commission also conducted three
investigations on stainless steel products under sections 201 and 203 of the
Trade Act of 1974. 2/

In the first of these three, investigation No. TA-201-5, on January 16,
1976, the Commission determined that stainless steel bar and wire rod and
stainless and alloy tool steel sheet and strip and plate were being imported
into the United States in such increased quantities as to be a substantial
cause of serious injury, or the threat thereof, to the domestic industry
producing articles like or directly competitive with the imported articles.

The President determined that import relief should be provided, and on
June 11, 1976, issued Proclamation No. 4445, which provided for import relief
in the form of quantitative restrictions for a 3-year period on (1) stainless
steel sheet and strip, (2) stainless steel plate, (3) stainless steel bar, (4)
stainless steel wire rod, and (5) alloy tool steel. The relief was to be
phased down during the 3-year period (i.e., the quotas were to be increased by
3 percent annually). The quotas were on a country-by-country basis with
respect to the larger supplying countries. 3/

Prior to proclaiming such relief, the President sought to negotiate
orderly marketing agreements with the leading sources of stainless and alloy
tool steel.. Only Japan expressed a willingness to negotiate such an
agreement. The quantitative restrictions proclaimed with respect to imports
from Japan reflected the terms of an agreement signed with the Government of
Japan on June 11, 1976, 4/ providing for the limitation of imports from Japan
for a 3-year period beginning June 14, 1976.

The second of these three investigations, No. TA-203-3, Stainless Steel
and Alloy Tool Steel, was instituted by the Commission on June 19, 1977, after
the Special Representative for Trade Negotiations (now the United States Trade
Representative) requested advice on May 25, 1977, from the Commission under
section 203(1)(2) concerning the probable economic effect on the specialty
steel industry if the relief provided by Proclamation No. 4445, as modified by
Proclamations Nos. 4477 and 4509, were to be terminated or reduced.

l/ Stainless Steel Wire Rods From France: Determination of Injury in
Investigation No. AA1921-119. . ., TC Publication 596, July 19/3.

2/ Stainless Steel and Alloy Tool Steel: Report to the President on
Iﬁ;éstigation No. TA-203-3. . ., USITC Publication 838, October 1977.
Stainless Steel and Alloy Tool Steel: Report to the President on
Investigation No. TA-201-5. . ., USITC Publication 756, January 1976.
Stainless Steel and Alloy Tool Steel: Report to the President on
Investigation No. TA-203-5. . ., USITC Publication 968, April 1979.

}/ There were six basic source categories: (1) Japan, (2) the European
Community, (3) Canada, (4) Sweden, (5) all other countries entitled to col. 1
rates of duty, and (6) all other countries.

ﬁ/ See Agreement on Speciality Steel Imports, June 11, 1976, United States—
Japan, TIAS No. 8442.
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As a result of the investigation, Commissioners Moore and Bedell advised
the President on October 14, 1978, that the termination or reduction of the
relief could have a serious adverse economic effect. Chairman Minchew advised
that chipper knife or band saw steel could be removed from the quota without
an adverse economic impact and that the quotas on the remaining articles could
be increased by 6.7 percent but should not be further increased or
terminated. Commissioner Ablondi advised that the termination or reduction of
the relief would have no substantial adverse impact. Following receipt of
this advice, the President issued Proclamation No. 4559 on April 5, 1978,
modifying the import relief so as to exclude so-called chipper knife steel and
band saw steel from the quota on alloy tool steel covered in item 923.26 of
the Appendix to the Tariff Schedules of the United States (TSUS). The quotas
applicable to the remaining articles provided for under TSUS item 923.26 for
the European Community (EC) and Sweden, the primary sources of such alloy tool
steel, were reduced to take into account this change in quota coverage. This
modification became effective April 8, 1978.

The third investigation, No. TA-203-5, also titled Stainless Steel and
Alloy Tool Steel, was instituted by the Commission on December 11, 1978,
following receipt of a petition on November 30, 1978, filed by the Tool &
Stainless Steel Industry Committee and the United Steelworkers of America,
AFL-CIO. The investigation was instituted under subsections 203(i)(2) and
(i)(3) of the Trade Act of 1974 for the purpose of gathering information in
order that it might advise the President of its judgment as to the probable
economic effect on the domestic industry of the termination of import relief
presently in effect with respect to the stainless steel and alloy tool steel
provided for in TSUS items 923.20 through 923.26. Such import relief was
scheduled to terminate on June 13, 1979, unless extended by the President. On
April 24, 1979, the Commission voted affirmatively (tie vote by the Commission
is affirmative according to the Trade Act). Commissioners Alberger and Stern
advised the President that the termination of the quantitative restrictions
imposed on imports of stainless and alloy tool steel would have little if any
adverse impact on the domestic industry producing such articles.

Commissioners Moore and Bedell advised the President that the termination of
the quantitative import restrictions would have a serious adverse economic
effect on the domestic industry producing such articles. Commissioner Parker
did not participate in the investigation.

On June 12, 1979, the President issued Proclamation No. 4665, which
extended the temporary quantitative limitations imposed by Proclamation No.
4445, as amended, for the period of June 14, 1979, through February 13, 1980.
Such import relief was terminated on February 14, 1980.

v

Other Investigations Concerning the Subject Products

On January 12, 1982, the Tool & Stainless Steel Industry Committee (since
renamed: Specialty Steel Industry of the United States) and the United
Steelworkers of America filed a petition with the United States Trade
Representative (USTR) pursuant to section 301 of the Trade Act of 1974, 19

U.S.C. § 2411 (supp. III, 1979). The petition was filed on behalf of the
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specialty steel industry of the United States and challenged the bestowal of
unreasonable and discriminatory subsidies by the Govermments of Austria,
Belgium, Brazil, France, Italy, Sweden, and the United Kingdom as violating
the Agreement on Interpretation and Application of Articles VI, XVI and XXIII
of the GATT (the "Subsidies Code"). The petition alleged that the dramatic
increase in the import penetration of specialty steel products (stainless
steel sheet and strip, plate, bar, wire rod, and alloy tool steel) from these
countries is the direct result of these subsidies, and that these imports
burden or restrict U.S. commerce and cause or threaten to cause injury to the
U.S. industry. The petition further alleged that the use of these subsidies
violated the obligations of these nations arising under the provisions of the
General Agreement on Tariffs and Trade (GATT) and the Agreement on
Interpretation and Application of Articles IV, XVI and XXIII of the GATT.

On February 26, 1982, the USTR inititated investigations concerning the
allegations made with respect to five of the seven countries named in the
petition: Austria (301-27), France (301-28), Italy (301-29), Sweden (301-30),
and the United Kingdom (301-31). 1/ At the same time, the USTR decided not to
initiate investigations concerning the petitioners' allegations with respect
to Brazil and Belgium. 2/

Upon initiating these investigations, the USTR also began the process of
consultation required by section 303 of the act 3/ and article 12 of the
Subsidies Code. If these consultations fail to result in a satisfactory
resolution of the case, the USTR may invoke the conciliation and formal
dispute settlement provisions (arts. 17 and 18) of the Subsidies Code. 4/ The
code provides certain time constraints for each of these steps in the
process. At the same time, pursuant to section 304 of the act, the USTR is to
recommend to the President by October 26, 1982, what action, if any, he should
take in this case. 5/

The USTR did not accept the petition concerning Brazil, because as a
developing country, Brazil is eligible for favorable "track two" treatment
under the Subsidies Code. Accordingly, pursuant to art. 14(5) of the code,
Brazil has entered into a commitment with the United States to eliminate
export subsidies. The United States is thus precluded, pursuant to articles
14(b) and 14(8) of the code, from challenging Brazil's use of export subsidies
as long as Brazil continues to meet the obligations contained in its

1/ 47 F.R. 10107.

zy The USTR rejected the petition regarding Belgium because the Belgian
companies named in the petition did not export to the United States. On June
23, 1982, the petitioners re-filed a petition which supplied the names of
allegedly subsidized producers that do export to the United States. The USTR
has not yet made a decision in this matter.

3/ 19 u.s.c. § 2413.

4/ 19 U.S.C. § 2413.

5/ 19 U.S.C. § 2414.
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commitment. Given that most of the subsidies complained of by petitioner are
export subsidies, the USTR determined that it was precluded from accepting the
petition as to Brazil. l/

The European Community has also conducted antidumping and antisubsidy
proceedings concerning certain stainless steel bars from Brazil. The
antidumping investigation preliminarily found existence of dumping margins
ranging from O to 72 percent and generally varying around 30 percent. 2/ The
antisubsidy proceedings found that the Brazilian Government authorized
preferential credit terms for exports and granted excessive tax credit and
access to lower interest working capital to the producers and exporters of
certain stainless steel bars. 3/

These proceedings were terminated when the Brazilian exporters pledged to
the European Community to increase their export prices to the EC for certain
types of stainless steel bars.

Nature and Extent of Alleged Bounties and Grants

According to the petition the Brazilian stainless steel producers may be
benefiting from a variety of subsidies, most of which are the same as those
presented in the case on certain steel products. 4/ They are as follows:

1. Excessive Remission of the Industrial Products Tax
(IPI) for Exports: 5/ This provides for the excessive
remission of the Brazilian value-added tax generally
in the form of a tax credit amounting to 15 percent of
the f.o.b. value of the exports. The Commerce
Department, in its June 11 preliminary determination

1/ USTR notice of initiation of investigation, 47 F.R. 10107.

2/ Official Journal of the European Communities, No. L 131, May 28, 1980, p.
18.

3/ Ibid., No. L 139, June 5, 1980, p. 30.

%4/ Certain Steel Products from Belgium, Brazil, France, Italy, Luxembourg,
the Netherlands, Romania, the United Kingdom, and West Germany:

Determinations of the Commission in Investigations Nos..701-TA-86 through 144,
701-TA-146 and 701-TA-147 (Preliminary). . ., USITC Publication 1221, February
1982.

5/ Brazil agreed to eliminate, and in fact did phase out, this excessive
remission in December 1979 as part of the commitment it entered into with the
United States which was necessary for U.S. acceptance, without reservations,
of Brazil as a signatory to the Subsidies Code. The program is scheduled to
be phased out entirely by Apr. 1, 1983. However, on Apr. 1, 1981, Brazil
reinstated it. On Mar. 31, 1982, the export credit premium was reduced to
14 percent. It is scheduled to be reduced to 12.5 percent on June 30, 1982.
Preliminary Affirmative Countervailing Duty Determination; Carbon Steel Plate
From Brazil, 47 F.R. 26310-26315 (June 17, 1982).
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in the Certain Steel Products case, regarding carbon
steel plate from Brazil, determined that this was a
countervailable subsidy. }/

2. IPI Rebates for Capital Investment: Decree Law 1577
provides funding for the expansion of the Brazilian
steel industry through a rebate of 95 percent of its
net value-added tax (VAT), i.e., the difference
between the VAT paid on its products as sold minus the
VAT it has paid its suppliers. The Commerce
Department has determined that this amounts to an
untied grant, and therefore a countervailable
subsidy. 2/

3. Preferential Working Capital Financing for Exports:
Under resolution 674, Brazilian steel companies may
receive short-term preferential financing for up to 20
percent of the net f.o.b. value of the previous year's
exports. The net f.o.b. value is calculated by taking
numerous deductions, including a deduction for the
company's "trade deficit" as a percentage of export
value. The Commerce Department has found that the
difference between the preferential interest rates of
these loans and commercial rates (an effective rate of
22.5 percent) is a countervailable subsidy. 3/

4. Income Tax Exemption for Export Earnings: This
program allows all Brazilian companies to reduce
taxable income by exempting the percentage of their
profit attributable to export revenue. The Commerce
Department has found this to be a countervailable
subsidy. 4/

5. The Commission for the Granting of Fiscal Benefits to
Special Export Programs (BEFIEX): BEFIEX grants
various benefits regarding import duties and taxes to
companies making a commitment that over the life of
the project they will generate export earnings of at
least three times the value of imports for the
project. 5/

1/ Ibid. pp. 26311-26312.

2/ 1bid. 26311.

3/ Ibid. 26312. However, in its Certain Steel Products preliminary
determination, the Department of Commerce found that because both carbon steel
producers had trade deficits due primarily to the importation of coal, the
amount of trade deficit deductions substantially limited the amount of
financing available to them under this program.

ﬁ/ Ibid., pp. 26313-26314. However, in the Carbon Steel Products case, the
Commerce Department determined that since neither of the carbon producers had
a taxable profit for 1980, neither was eligible to receive such benefits.

5/ Ibid., p. 26314. However, in the Carbon Steel Products case, the
Commerce Department determined that, since the steel industry has been
developed primarily to serve the domestic market and since both carbon steel
producers have large trade deficits, carbon steel producers are effectively A6
ineligible for this program.
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6. Preferential Financing for the Storage of Merchandise
Destined for Export: Resolution 330 provides loans
to finance up to 80 percent of the value of
merchandise placed in a warehouse and destined for
export at 40 percent compared with the commercial
interest rate. 1/

The Govermment of Brazil also provides its industries with long-term
loans at low interest rates for project investments and the purchase of
capital equipment. However, the Department of Commerce has not yet determined
if these loans constitute subsidies within the meaning of the countervailing
duty law. g/

Petitioners allege that the Brazilian Government provides direct aid to
its steel industry. However, unlike the Brazilian carbon steel industry,
which is largely state owned, the stainless steel industry is privately owned,
and there is no evidence of direct grants to the stainless producers at this
time. Petitioners also suggest that the Brazilian steel industry may receive
preferential rates for freight, rail, and port facilities. However, in its
Certain Steel Products preliminary determination, the Department of Commerce
found no evidence to confirm this. 3/

The Product

Description and uses

For the purpose of this investigation, "stainless steel bar" is defined
as being of solid section and having a cross section in the shape of a circle,
segment of a circle, oval, triangle, rectangle, hexagon, or octagon.
Stainless steel 4/ bar is usually cold-finished, cut to length, and used in
the production of a variety of products. Commodity grades of bar, the most
widely sold types of bar, are used in the production of pipe and tube
fittings, cutlery, and fasteners. Specialty grades of bar are primarily used
in specialized military, aerospace, and precision tools manufacture. These
include such products as specialized fasteners, hydraulic tubing, fittings,
jet engine parts, landing gears, rudders, orthodontic devices, and cutting
tools. 1In all these applications, corrosion-resistance and control are
essential. Hot-rolled stainless steel bar is classified under TSUSA item
606.9005, and cold-formed stainless steel bar, under TSUSA item 606.9010.

1/ Ibid., 26314. 1In the Certain Steel Products case, the Department of
Commerce found that since carbon steel exports are manufactured to order, they
did not need to avail themselves of this program.

2/ 1Ibid.

3/ Ibid., p. 26313.

4/ Stainless steel is an alloy steel which contains by weight less than 1
percent of carbon and over 11.5 percent of chromium (headnote 2(h)(iv), subpt.
A, pt. 2, schedule 6, of the TSUSA.
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The first step in the production of stainless steel bar is the melting of
the raw material (typically scrap) in an electric arc furnace to produce a
molten liquid. The molten liquid is then blown with argon or nitrogen gas to
oxidize the carbon in order to remove impurities. The molten liquid is then
cast into solid forms called billets. These billets are typically produced
either by continuous casting, by which the molten stainless steel is cast
directly into billet form, or, as is generally done, by ingot casting, by
which the molten material is first cast into an ingot which is rolled into a
billet in a blooming mill. The billets then proceed to the hot-rolling mills
to be further reduced into hot-rolled bar. Cold-formed stainless steel bar is
produced by pickling hot-rolled bar to remove the oxide scale that forms
during its production, and then further annealing the bar to soften it and
make it corrosion-resistant. The bar is then straightened and cut to length,
and generally undergoes further cold-forming and finishing processes such as
turning, centerless grinding, turning by lathe, and cold-drawing. Cold-
drawing is performed to raise the tensile properties of the bar, and center-
less grinding is done to meet size requirements. Cold-finishing provides
closer tolerances and better surface quality. Cold-formed bar may also be
polished in order to produce an even finer surface finish.

Stainless steel wire rod is a hot-rolled product; it is coiled,
semifinished, of solid cross section, approximately round in cross section,
not under 0.20 inch nor over 0.74 inch in diameter. Stainless steel wire rod
not tempered, not treated, and not partially manufactured is provided for in
TSUSA item 607.2600; stainless steel wire rod, tempered, treated, or partly
manufactured, is provided for in TSUSA item 607.4300. Wire rod is primarily
used to produce wire and fasteners.

After melting scrap in an electric arc (or vacuum induction) furnace, and
processing by argon oxygen decarburization, the molten material is cast into
ingots. The ingots are heated in gas—-fired furnaces to the appropriate
temperature and run through a series of reducing rolls until the desired size
of billet is achieved. The billet then automatically moves through high-
pressure rollers which flatten and lengthen the product. The rod is then
coiled and may be further reduced to the appropriate diameter. Following the
initial scale removal, the coil may be dipped in any one of a combination of
acid baths, and then coated with a lubricant coating of copper, lime, or
oxalate. These coatings act as carriers for lubricants when the rod is later

cold-drawn into wire. Conversion into wire is the largest use for stainless
steel wire rod. .

Al though quality differences are often alleged between imported and
domestically produced stainless bar and wire rod, they are fungible products
when produced in the same grades and to the same specifications.

As can be seen from the preceding explanations, both stainless steel bar
and stainless steel wire rod are produced on the same facilities. Both
products are melted, bloomed, rough-ground on the same equipment, rolled on
the same types of rolling mills, and heat-treated in the same types of
annealing and pickling facilities. The production of stainless steel bar
differs from the production of stainless steel wire rod only in that
cold-formed bar must be turned, ground, or drawn before it is finished;
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stainless steel wire rod is sold generally after pickling and annealing. All
wire rod, however, is further processed into finished products.

The distinction between stainless hot-rolled and cold-rolled bars and
hot-rolled rod is difficult to make because the TSUSA and the industry use
different terminology; furthermore, U.S. and foreign producers/importers
differ in their definitions of the products. For example, one importer does
not classify certain turning and polishing operations as cold-finishing
processes, instead recording these imported bars as hot-rolled products. The
same bars would be considered cold-formed by most other parties. Rod and bar
up to 1 inch in diameter 1/ are identical products from their "inception" to
their coiled semifinished_étage, at which point they are usually reported as
rod inventory. Both the U.S. producers and the larger importers can sell such
inventory unchanged as rod, or they can further process the same material into
either hot-rolled or cold-formed bar. * * * a major importer accounting for
* % % of total 1981 imports from Brazil, reported no imports of wire rod but
some imports of hot-rolled bar in 1981. However, according to the U.S.
Customs Service net import file, this importer does appear as importer of
record for wire rod but not for hot-rolled bar during this period, which
indicates that the importer defines the product differently from the U.S.
Customs Service.

The market data for hot- and cold-rolled bar are based on U.S. producers'
shipments (tables 1 and 2). Of the domestic hot-rolled bar, more than 50
percent is shipped to service centers; it is estimated that at least half of
that (or at least 25 percent of the total) is further processed into cold-
formed bar by service centers before reaching the end user. Of the imported
hot-rolled bar, traditionally an even greater share is sold to service centers
(although importers from Brazil have not provided this information for this
investigation). From the above, it appears that it is not possible to
establish the actual amount of hot- and cold-rolled bar at the end-use stage.

For these reasons, the data contained in this report are probably more
informative when presented as the combined total for stainless bar and rod
than when presented separately by product types. All tables in this report
present the total bar and rod data as well as separate statistics for hot—- and
cold-rolled bars and for wire rod.

1/ Bar of such size constitutes approximately 50 percent of the entire bar
market.
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Table l.--Hot-rolled stainless steel bar: U.S. producers' shipments,
by major end-use markets, 1981

Market f Quantity f Percent of total
Net tons :
Electrical equipment : 5,482 : 12.9
Machinery, industrial equipment, and : ‘ :
tools : 4,835 : 11.4
Steel service centers and distrib- : :
utors : 21,845 : 51.4
0il and gas industry : 1,184 : 2.8
All other : 9,167 : 21.6
Total : 42,513 : 100.0

Source: Compiled from data of the American Iron & Steel Institute.

Table 2.--Cold-formed stainless steel bar: U.S. producers' shipments,
by major end-use markets, 1981

Market : Quantity . Percent of total
Net tons :
Automotive : 1,485 : 1.8
Machinery, industrial equipment, and :
tools- : 12,765 : 15.1
Steel service centers and distrib- :
utors : 56,062 : 66.2
Electrical equipment H 1,877 : 2.2
Professional and scientific equip- : :
ment : 1,693 : 2.0
All other : 10,765 : 12.7
Total : ’ 84,647 : 100.0

Source: Compiled from data of the American Iron & Steel Institute.

U.S. tariff treatment

Imports of the hot-rolled and cold-formed stainless steel bar subject to
these investigations are classified for tariff purposes under items 606.9005
and 606.9010, respectively, of the TSUSA. 1/ Imports of stainless steel wire

l]"The contents of these items were modified in October 1980 to include
wire, cut to length, which was transferred from items 609.3020 (pt., 609.3322
(pt.), 609.4510 (pt.), 609.4540 (pt.), 609.4550 (pt.), and 609.7600 (pt.).
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rod are classified under TSUSA items 607.2600 and 607.4300. The current
column 1 (most-favored-nation) rates of duty 1/ and column 2 duty rates 2/ on
these items are shown in table 3.

The rates of duty for imports of stainless steel bar, currently dutiable
at the column 1 rate of 10.5 percent ad valorem, and wire rod, dutiable at the
column 1 rate of 4.3 percent or 4.6 percent ad valorem, have not changed since
1978. 3/ Imports of these items are also subject to additional duties on
alloy content. They are not eligible for duty-free treatment under the
Generalized System of Preferences (GSP), 4/ nor are imports from the least
developed developing countries granted preferential treatment. There were no
concessions granted for these items under the Tokyo round of Multilateral
Trade Negotiations.

Channels of distribution

Hot-rolled stainless steel bar and cold-formed stainless steel bar are
semifinished products used in such diverse products as fasteners, fittings,
valves, welding electrodes, ball bearings, medical and dental instruments,
automotive parts, and flatware. Cold-formed stainless steel bar is used in
certain specialized applications where high tolerances and high surface
finishes are required. Stainless steel is desired for its corrosion
resistance and for its esthetic properties in adding a lustrous finish to
various goods. Principal industries which make use of stainless steel bar
products include the power-generating, industrial machinery, and oil and gas
industries.

More than 50 percent of U.S. producers' shipments of hot-rolled stainless
steel bar were shipped to steel service centers and distributors in 1981
(table 1). These are essentially middlemen which buy large quantities of -
steel from producers, warehouse the steel, and sell it to purchasers which
tend to buy in small quantities. These service centers often have the
equipment necessary to cold-finish the steel and shape it into the form
desired by their customers.

1/ 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 TSUSA.

2/ The rate of duty in col. 2 applies to 1mported products from those
Communist countries and areas enumerated in general headnote 3(f) of the TSUSA.

3/ Prior to 1980, the rates of duty on wire rod were compound rates. On
Jan. 1, 1980, those rates were converted to ad valorem equivalents.

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. i,
1976, and is expected to remain in effect until January 1985.
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Table 3.~-Stainless steel bar and wire rod: U.S. rates of duty, as of Jan. 1, 1982

TSUSA item No. Rate of duty 1/

Article

1979 ° 1980-82 Y Cole1 P Col. 2
608 .5210 : 606 .9005 : Stainless steel bar: ‘' : :
: Not cold-formed : 10.5% : 287% ad val.
: ad val. + : + addi-

additional: tional
duties. : duties.

.o

10.5% : 287 ad val.

e ee

608.5250 : 606.9010 : Cold-formed

: : : ad val. + : + addi-
: : : additional: tional
: : : duties. : duties.

. . .
.

608.7620 : 607.2600 : Stainless steel wire rod, 4.3% ad val.: 11% ad val.
‘ : not tempered, not treated, : + addi- : + addi-
: : and not partly manufactured.: tional : tional
: duties. : duties.

. oo

® oo oo

608.7820 : 607.4300 : Stainless steel wire rod, : :
‘ : ' tempered, treated, or partly: 4.6% ad val.: 10% ad val.

manufactured. : + addi- : + addi-
tional : tional

: duties. : duties.

1/ Stainless steel bar and wire rod are also subject to additional cumulative
duties on alloy contents as follows:

TSUSA item No. : Rate of duty
- : Article X -
- 1979 ©1980-82 7 Col. 1 . Col. 2
607.0100: 606.0000 : Chromium content over 0.2 : 0.1% ad val.: 1% ad val.
: : percent by weight. : :
607.0200: 606.0200 : Molybdenum content over 0.1 : 0.3% ad val.: 1% ad val.
: : percent by weight. : :
607.0300: - 606.0400 : Tungsten content over 0.3 : 0.4% ad val.: 1% ad val.
S ' percent by weight. -t 0.2% ad val.: 1% ad val.
607.0400: 606.0600 : Vanadium content over 0.1l : 0.2% ad val.: 1% ad val.
: : percent by weight. : :
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Table 2 indicates that over 65 percent of U.S. producers' shipments of
cold-formed stainless steel bar were shipped to steel service centers in 1981.

Stainless steel wire rod is a semifinished product which is largely
utilized in the manufacture of wire and wire products as well as in the
manufacture of fabricated products such as springs, welding electrodes, nails,
medical and dental instruments, orthodontic devices, and .industrial fasteners.

The distribution of U.S. producers' shipments of stainless steel wire rod
is shown in the table 4. Approximately three—quarters of all shipments are
converted into wire or wire products (41l.6 percent), shipped to steel service
centers and distributors (13.2 percent), or used in industrial fastener appli-
cations (20.1 percent).

Table 4.--Stainless steel wire rod: U.S. producer's
shipments, by major end-use markets, 1981

Market : Quantity ' Percent of total

: Net tons H

Converting into wire and wire pro- : :
duction : 13,039 : 41.6

Steel service centers and distrib- : :
utors=- : 4,152 : 13.2
Automotive : 1,123 : 3.6

Machinery, industrial equipment, and : :
tools : 4,326 : 13.8
Industrial fasteners : 6,294 : 20.1
All other : 2,431 : 7.8
Total : 31,365 : 100.0

Source: Compiled from data of the American Iron & Steel Institute.

U.S. Producers

Stainless steel bar is produced in the United States by seven known
firms. With the exception of one firm which produces only cold-formed bar,
all domestic mills produce both hot-rolled and cold-formed products. The
production facilities are located in Pennsylvania, New York, Ohio, Maryland,
Indiana and Connecticut.

The principal domestic firms producing stainless steel bar are either
integrated producers or specialty producers. Integrated producers are usually
equipped with standard bar-rolling equipment for rolling a wide variety of
steel items. Specialty producers generally operate mills that produce a much
narrower range of products. These producers frequently concentrate their
production in specialized bar products for a limited market. In 1981,
stainless steel wire rod was produced by five domestic firms with mills
located in Maryland, Pennsylvania, New York, and Indiana.
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Unlike carbon steel, stainless steel is produced in small, custom-
tailored quantities for use in products demanding special properties, such as
durability, hardness, or resistance to wear and corrosion. Because of its
unique properties, stainless steel requires special processing equipment and
expensive alloying ingredients. Such high-technology specialty products are
better suited to smaller specialty operations than the mass—production
techniques of integrated producers.

Principal producers of hot-rolled stainless steel bar (HRB), cold-formed
stainless steel bar (CFB), and stainless steel wire rod (WR), their plant
locations, types of products produced, and thelr share of 1981 shlpments are
shown in table 5.

Based on responses to the Commission's questionnaires and U.S. Customs
Service records, none of the U.S. producers owns, partly or fully, or is
otherwise related to Brazilian producers or exporters of stainless bar and rod
products, nor has any U.S. producer of these products imported the same from
Brazil. :

Table 5.--Stainless steel bar and rod: Principal U.S. producers, locatiohs
of their establishments, types of products produced, and share of total
U.S. producers' shipments, 1/ 1981

Marketvshére

Massilon, Ohio

Firm : Plant locations f Type of f - -
: ? product :pgpp i cFB ¢ WR
‘ : : HIR Percent—---
Al Tech Specialty : : : : e
Steel-- : Dunkirk, N.Y. : HRB, CFB, WR : *%% ; k&% ; k%
Armco : Baltimore, Md. : HRB, CFB, WR @ *¥% ;  kkk . k%
Carpenter Technology : Bridgeport, Conn. : HRB, CFB, WR : **% : k& ; k%
Corp ¢ Reading, Pa. : : : :
Crucible Materials : Midland, Pa. : HRB, CFB, WR s okkk o kkk ; kkk
Group : Syracuse, N.Y. : : : :
Cyclops Corp————=-==——- ¢ Bridgeville, Pa. : CFB s kkk g kkk ;o kkk
¢ Titusville, Pa. : : : :
Joslyn Stainless : ‘ 3 : '
Steels ’ : Fort Wayne, Ind. : HRB, CFB s kkk *k%k *kk
Republic Steel Corp----: Canton, Ohio HRB, CFB s kkk kkk: *kk

ee s¢ oo oo

1/ Based on shipments as reported by the American Iron & Steel Institute.

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

U.S. International Trade Commission.
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U.S. Importers

The net importer file maintained by the U.S. Customs Service identified
about 11 importers of stainless steel bar and wire rod from Brazil during
October 1980-March 1982. Major importers and their shares of total 1981
imports, by types, are shown in the following tabulation:

Share of total
1981 imports

Importers Type of product (percent)
* % % * % % Kk
* Kk * & % kkk
* k % * k hkk
* K * * Kk % *k %
* % % * k * *kk
* % * * Kk * *dkk
* k% % * & * *kk

The method of operation of importers varies; most are service centers
that import only such quantities for which they have firm orders from U.S.
customers, 1/ and others keep in warehouse/inventory the imported
merchandise. There are yet other importers that own and/or operate further
processing/finishing facilities. The latter import coiled wire rod, cut the
coiled rod to length, straighten the rod, and sell it as stainless steel bar,
for which the rate of duty is 10.5 percent. One such importer-owned
cutting—straightening facility is known to have begun operation immediately
after the definitions in the TSUSA were changed in October 1980 to exclude the
higher valued cut and straightened bars from the lower-duty wire and rod
classifications.

U.S. importers of Brazilian products, with the exception of one importer,
did not provide the data requested by the Commission by the date requested;
they cited the following reasons:

1. Filing/recordkeeping is manual rather than computerized;
no manpower is available for assembling the data asked
for by Commission.

2. When importing from more than one country, the
identity of the source-country is lost immediately
after the shipment is, entered into the importer's
inventory.

3. Six calendar days is too short a time period to gather
data (even on end-of-year inventories).

1/ "Back-to-back"” operations.
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Apparent Consumption

Apparent U.S. consumption of stainless steel bar and rod combined, and of
hot-rolled stainless steel bar (HRB), cold-formed stainless steel bar (CFB),
and stainless steel wire rod (WR) are shown separately in table 6.

Total combined consumption of bar and rod declined from 1979 to 1981 by
10 percent; imports increased by 27 percent during the same period. Total
exports fluctuated and producers' shipments declined, the latter reflecting
the rise in imports. Total import penetration increased from 21 percent in
January-March 1981 to 33.4 percent in the corresponding period of 1982, or by
59 percent. U.S. consumption of hot-rolled bar declined from 49,926 tons in
1979 to 45,736 tons in 1981, or by 8 percent. The share of the market
supplied by U.S. producers declined steadily from 1979 to 198l. The ratio of
imports of hot-rolled bar from all sources to apparent consumption increased
from 14.3 percent in 1979 to 16.6 percent in 198l. ' Imports in January-March
1982 accounted for 22.6 percent of apparent consumption, compared with 8.6
percent in January-March 1981.

Consumption of cold-formed stainless steel bar followed the same trend as
hot-rolled bar but declined at a faster rate, falling from 127,567 tons in
1979 to 111,189 tons in 1981, or by 13 percent. Imports steadily increased
their share of this market as the ratio of imports from all sources to
apparent consumption rose from 17.0 percent in 1979, to 23.4 percent in 1980,
and to 24.5 percent in 1981. Imports supplied 28.7 percent of the market for
cold-formed bar in January-March 1982, compared with 19.3 percent in the
corresponding period of. 1981.

Apparent U.S. consumption -of stainless steel wire rod also declined, from
58,425 tons in 1979 to 55,961 tons in 198l. U.S. producers lost an increasing
share of this declining market to importers as the ratio of imports to
consumption increased from 31.5 percent in 1979 to 44.9 percent in 1981. 1In
January-March 1982, imports from all sources supplied almost 54 percent of the
U.S. market. - : ,

Apparent U.S. consumption of the stainless steel products subject to this
investigation, on a quarterly basis, is shown in table 7. The quarterly data
follow the trends established for the annual data; however, some deviations
are apparent. Total stainless bar and rod shipments by U.S. producers showed
their only increase in October-December 1980 and January-March 1981, when
apparently the U.S. market was strengthening and imports were declining
simultaneously. The import decline corresponds to the strengthening of the
markets elsewhere in the world, particularly in Europe. Although annual
consumption of hot-rolled bar steadily declined, the quarterly data suggest
some strengthing of the market in July-December 1981 and January-March 1982.
The decline in consumptlon of cold-formed bar and wire rod appears to be
continuing.
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Table 6.--Stainless steel bar and rod:
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7

consumption, exports of domestically produced merchandise, and apparent

U.S. consumption, total and by types, 1979-81, January-March 1981,
and January-March 1982

U.S. producers' shipments, imports for

Product . ! Imports ° Apparent | Ratio of imports to-—-
' ‘Shipments from all | Exports . con- :
and period : T T : R : ,
. sources . sumption Shipments  Consumption
Total bar and: Short tons Percent————=—m
rod: : : : :
1979-—===—-: 194,288 : 47,276 : 5,646 : 235,918 : 24.3 20.0
1980--——-—-: 180,188 : 58,466 : 9,334 : 229,320 : 32.4 25.5
1981-—===—-: 160,406 : 59,983 : 7,503 : 212,886 : 37.4 28.2
Jan.-Mar.--: : : : :
1981-———- 43,825 : 11,149 : 1,803 : 53,171 : 25.4 21.0
1982—-=——-: 36,552 : 17,786 : 1,112 : 53,226 : . 48.7 33.4
HRB: : : : :
1979-====—~: 45,540 : 7,133 : 2,747 49,926 : 15.7 14.3
1980-==——==: 47,369 : 8,134 : 5,998 : 49,505 : 17.2 16.4
1981——===——-: 43,132 : 7,599 : 4,995 : 45,736 : 17.6 16.6
Jan.-Mar.-- : H H :
1981-—==-: 12,101 : 1,026 : 1,197 : 11,930 : 8.5 : 8.6
1982--—-—-: 10,560 : 2,957 : 458 : 13,059 : 28.0 : 22.6
CFB: H : : : :
1979---———-: 108,241 : 21,735 : 2,409 : 127,567 : 20.1 17.0
1980-—=——--: 96,674 : 28,689 : 2,722 ¢ 122,641 : 29.7 23.4
1981-——~—--: 85,902 : 27,248 : 1,961 ¢ 111,189 : 31.7 24.5
Jan.-Mar.-- : : : :
1981-———-: 23,467 : 5,496 : 448 : 28,515 : 23.4 19.3
1982-=——-: 19,826 : 7,732 : 590 : 26,968 : 39.0 28.7
WR: : : : :
1979-==—===: 40,507 : 18,408 : 490 : 58,425 : 45.4 31.5
1980~-—————-: 36,145 ¢ 21,643 : 614 : 57,174 : 59.9 37.9
198l ======-: 31,372 ¢ 25,136 : 547 : 55,961 : 80.1 44.9
Jan.-Mar.-- : : : : :
1981-———-: 8,257 : 4,627 : 158 : 12,726 : 56.0 : 36.4
1982————- 7,097 : 64 : 13,199 : 115.1 : 53.8

6,166 :

Source: Shipments, compiled from data of the American Iron & Steel

Institute; imports and exports, compiled from official statistics of the U.S.
Department of Commerce. ‘

3
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Table 7.--Stainless steel bar and rod: U.S. producers' shipments, imports
for consumption, exports of domestically produced merchandise, and

apparent U.S. consumption, total and by types, by quarters, January
1980-March 1982 '

f Apparent * Ratio of imports to—-

Product  : Ship- Imports f Exports | con-

and period : ments : . . . s
P . . sumption  Shipments Consumption

Total bar and : : : : : : )

rod: : Short tomns : Percent—--=-----

1980: : : : : : :
Jan.-Mar---: 54,401 : 14,086 : 1,567 : 66,921 : 25.9 : 21.0
Apr.-June--: 49,110 : 18,966 : 2,314 : 65,762 : 38.6 : . . 28.8
July-Sept—-—-: 36,746 : 14,084 : 3,151 : 47,679 : 38.3 : 29.5
Oct.-Dec---: 39,931 : 11,330 : 2,303 : 48,958 : 28.4 : 23.1

1981: : : : : : ' :
Jan.-Mar---: 43,825 : 11,149 : 1,803 : 53,171 : 25.4 : 21.0
Apr.-June--: 41,997 : 13,161 : 2,307 : 52,851 : 31.3 : 24.9

July-Sept—--: 38,272 17,052 : 1,899 :
Oct.-Dec~--: 36,315 : 18,620 : 1,494 : 53,442

oo

: 51.3 : 34.8
1982: Jan.- : : : : : :
Mar-—-—————- : 36,552 : 17,786 : 1,112 : 53,226 : 48.7 : 33.4

53,425 : 44.6 : 31.9

A-18



Table 7.--Stainless steel bar and rod:
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U.S. producers' shipments, imports

for consumption, exports of domestically produced merchandise, and
apparent U.S. consumption, total and by types, by quarters, January

1980-March 1982--Continued

Product
and period

¢ Ship-
: ments

f Imports f

f Apparent
Exports | -
" sumption | Shipments | Consumption

con-

f Ratio of imports to--

HRB:

1980:
Jan.-Mar---:
Apr.-June—-:
July-Sept——:
Oct.-Dec--—-:

1981: :
Jan.-Mar--—-:
Apr.-June--:
July-Sept—-:

Oct.-Dec——-:
1982: Jan.- :
Mar-——————-:
CFB:
1980:
Jan.-Mar-—-:

Apr.-June--:

July-Sept--:

Oct.-Dec—--:
1981:

Jan.~-Mar—-——:

Apr.-June--:

July-Sept——:
Oct.-Dec——-:
1982: Jan.- :
Mar-—--——————:
WR:
1980:

Jan.-Mar---:

Apr.-June--:

July-Sept—-:

Oct.-Dec——-:
1981:

Jan.-Mar——-:
Apr.—-June--:
July-Sept—--:
Oct.-Dec—---:
1982: Jan.- :
Mar—-———-——-—-:

13,878 :
12,457
10,150 :
10,884 :

12,101 :
11,034 :

9,766 :
10,231 :

: 10,560 :

28,555 :
26,980 :
19,807 :
21,332 :

23,467 :
22,579 :
20,498 :
19,361 :

: 19,826 :

Short tons

2,313 : 976 :
2,799 : 1,342 :
1,468 : 2,271 :
1,554 : 1,409 :
1,026 : 1,197 :
1,298 : 1,705 :
2,379 : 1,281 :
2,895 : 812 :
2,957 : 458 :
6,978 : 496 :
8,398 : 764 :
6,705 : 706 :
6,608 : 756 :
5,496 : 448 :
6,633 : 485 :
7,661 : 482 :
7,458 : 546 :
7,732 : 590 :
4,795 : 95 :
7,769 : 208 :
5,911 : 174 :
3,168 : 138 :
4,627 : 158 :
5,230 : 117
7,012 : 136 :
8,267 : 136 :
7,097 : 64 :

15,215 :
13,914 :

9,347 :
11,029 :

11,930 :
10,627 :
10,864 :
12,315 :

13,059 :

35,038 :
34,614 :
25,806 :
27,184 :

28,515 :
28,727 :
27,677 :
26,273 :

26,968 :

16,668 :
17,234 :
12,526 :
10,745 :

12,726 :
13,497 :
14,884 :
14,854 :

13,199 :

.
.

Percent=—==—=-
16.7 : 15.2
22.5 : 20.1
14.5 : 15.7
14.3 : 14.1

8.5 : 8.6
11.8 : 12.2
24.4 21.9
28.3 : 23.5
28.0 22.6
24.4 19.9
31.1 24.3
33.9 26.0
31.0 24.3
23.4 19.3
29.4 23.1
37.4 27.7
38.5 28.4
39.0 28.7
40.1 : 28.8
80.3 : 45,1
87.1 : 47.2
41.1 : 29.5
56.0 : 36.4
62.4 : 38.7
87.6 : 47.1

123.0 : 55.7
115.1 : 53.8

Source: Shipments, compiled from data of the American Iron & Steel
Institute; imports and exports, compiled from official statistics of the U.S.
Department of Commerce.
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Consideration of Material Injury to an Industry
in the United States

U.S. production, capacity, and capacity utilization

U.S. production of hot-rolled stainless steel bar, cold-formed stainless
steel bar, and stainless steel wire rod, as well as the capacity of domestic
producers to manufacture such products and the utilization of that capacity,
are shown in table 8. As indicated, production aof all three products declined
steadily from 1979 to 1981 and was lower in January-March 1982 than that in
the corresponding period of 1981. Capacity utilization also declined for all
product groups. Capacity utilization for hot-rolled bar fell from 67.0
percent in 1979 to 43.0 percent in January-March 1982; that for cold-formed
bar, from 79.4 percent to 55.1 percent; and that for wire rod, from 67.7 per-
cent to 42.7 percent. :

U.S. producers' shipments

During 1979-81, U.S. producers' shipments of each of the three product
groups decreased steadily. Shipments of hot-rolled stainless steel bar fell
from 45,540 tons to 43,132 tons. Shipments of cold-formed bar fell from
108,241 tons to 85,902 tons, and wire rod shipments fell from 40,507 tons to
31,372 tons. U.S. producers' net shipments, as reported by the American Iron
& Steel Institute, 1/ are shown in the following tabulation (in thousands of
short tons): - :

HRE  CFB  WR  Total
1979 46 108 41 195
1980 - 47 97 36 180
1981 43 86 31 160
January-March-- :
198l~—=—w—m————— 12 23 8 43
1982~-———wmmmm 11 20 6 37

1/ Such shipments include intracompany transfers and exports, but exclude
sales made to other steelmaking firms that report data to the American Iron &
Steel Institute.
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Table 8.--Stainless steel bar and rod:
capacity, 1/ and capacity utilization, total and by types, 1979-81,
January-March 1981, and January-March 1982

A-21

U.S. production, practical

Product and period Production Pract%cal N R
capacity utilization
Short tons Percent——--
Total bar and rod: : :
1979 200,824 : 271,700 : 73.9
1980 187,485 : 270,800 : 69.2
1981 165,636 : 270,800 : 61.2
Jan.-Mar—- : :
1981 40,819 : 68,950 : 59.2
1982 34,190 : 68,950 : 49.6
HRB: : :
1979 49,458 : 73,795 : 67.0
1980 43,777 : 73,360 : 59.7
1981 42,842 : 75,050 : 57.1
Jan.-Mar—- : :
1981 10,955 : 19,025 : 57.6
1982 8,170 : 18,985 : 43.0
CFB: : :
1979 117,966 : 148,605 : 79.4
1980 114,232 : 149,040 : 76.6
1981 95,287 : 147,350 : 64.7
Jan.-Mar-- : :
1981 22,922 : 37,825 : 60.6
1982 20,853 : 37,865 : 55.1
WR: : :
1979 33,400 : 49,300 : 67.7
1980 29,476 : 48,400 : 60.9
1981 27,507 : 48,400 : 56.8
Jan.-Mar-- : :
1981 6,942 : 12,100 : 57.4
1982 12,100 : 42.7

5,167 :

1/ Practical capacity was defined as the greatest level of output a plant

can achieve within the framework of a realistic work pattern.

Producers were

asked to consider, among other factors, a normal product mix and an expansion
of operations that could be reasonably obtained in their industry and locality

in setting capacity in terms of the number of shifts and hours of plant

operation.

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

Note.--U.S. producers submitting usable data accounted for 100 percent of
total shipments of hot-rolled stainless steel bar in 1981, as reported by the

American Iron & Steel Institute.

Producers accounted for 100 percent of

cold-formed stainless steel bar shipments and 85 percent of stainless steel

wire rod shipments.
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U.S. producers' intracompany and intercompany shipments, domestic market
shipments, and export shipments, as reported in response to the Commission's
questionnaires, !._/ are shown in table 9.

Table 9.--Stainless steel bar and rod: U.S. producers' shipments, total
and by types, 1979-81, January-March 1981, and January-March 1982

(In short tons)
Intracompany :

Product and ° Domestic marketf : Total

period tand intercompany: shipments Exports : shipments
transfers : :
Total bar and :
rod: : : : :
1979-—————==: 33 : 197,934 : 1,985 : 199,952
1980-——=====; 25 : 177,739 : 2,415 : 180,179
1981 —====—=mm: 26 : 160,336 : 2,672 : 163,034
Jan.-Mar.-- : : : :
1981-————-: 7 : 43,310 : 634 : 43,951
1982-——=—~: 5 : 35,254 : 289 : 35,548
HRB: : : : :
1979==——m=u= : 12 : 48,057 : 798 : 48,867
1980—-=====—= : 7 : 42,131 : 669 : 42,807
1981 ~—==—=—= : 9 : 42,192 : 1,138 : 43,339
Jan.-Mar.—- : : :
1981-—~—~-~: 2 : 11,301 : 258 : 11,561
1982——=——- : 2 : 8,703 : 100 : 8,805
CFB: : : : :
1979———-——- : 21 : 116,693 : 973 : 117,687
1980-=======: 18 : 106,357 : 1,429 : 107,804
198l —=====—e : 17 : 92,027 : 1,083 : 93,127
Jan.-Mar.-- : : : .
1981——=—=-: 5 : 25,316 : 258 : 25,579
1982~——==~: 3: 21,236 : 120 : 21,359
WR: : : : :
1979-==—em—e : 0: 33,184 : 214 : 33,398
1980-~~===—= : 0: 29,251 : 317 : 29,568
198l-==~==== : 0 : 26,117 : 451 26,568
Jan.-Mar.-- : : : :
198l=-===~- : 0: 6,693 : 118 : 6,811
1982-==——- : 0: 5,315 : 69 : 5,384

.
.

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

1/ Domestic producers responding to the Commission's questionnaires in this
investigation accounted for 100 percent of hot-rolled bar shipments, 100
- percent of cold-formed bar shipments, and 85 percent of wire rod shipments, as
reported by the American Iron & Steel Institute in 1981.
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U.S. exports

Traditionally, the United States imports many times as much stainless bar
and rod as it exports. Exports of hot-rolled stainless steel bar increased
from 2,747 tons in 1979 to 5,998 tons in 1980, before decreasing to 4,995 tons
in 1981. Exports in January-March 1981 amounted to 458 tons, or about 62
percent less than those in January-March 1981 (table 10). Exports of
cold-formed bar and wire rod followed the same pattern. Exports of
cold-formed bar increased slightly in 1980 and declined in 198l. Unlike those
of hot-rolled bar and wire rod, exports of cold-formed bar were greater in
January-March 1982 than those in the corresponding period of 1981. Principal
export markets in 1981 were Canada and Mexico, which together accounted for
over 60 percent of the exports of all three products.

Table 10.--Stainless steel bar, and rod: U.S. exports, total and by types,
1979-81, January-March 1981, and January-March 1982

. . .
. . .

Item " 1979 Y 1980 ¢ 1981 : :
fo1981 P 1982

January-March--

ee oo

Quantity (short tons)

. . . .
. . . . .

HRB-————————— : 2,747 : 5,998 : 4,995 : 1,197 : 458
CFB==mm=mmmm—m : 2,409 : 2,722 : 1,961 : 448 590
1) SO —— : 490 : 614 : 547 : 158 : 64

Total=———-— : 5,646 : 9,334 : 7,503 : 1,803 : 1,112

Value (1,000 dollars)

. .
. . . .

151:0; P —— : 6,066 : 10,961 : 11,401 : 3,050 : 1,208
0] ) T —— 6,763 : 8,957 : 7,788 : 1,857 : 1,699
7 R ——— : 1,555 : 3,011 : 2,477 : 726 : 403

Total——=—— : 14,384 : 22,929 : 21,666 : 5,633 : 3,310

. . . .
. . .

Source: Compiled from official statistics of the U.S. Department of
Commerce.

U.S. producers' inventories

U.S. producers' inventories reported in response to the Commission's
questionnaires show increases from 1980 to 1981 in the stocks of all the
stainless steel products subject to this investigation, except hot-rolled bar,
as shown in the following tabulation (in short tons):
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As of Dec. 31-- HRB CFB WR Total
1978-——~—————~ 9,075 28,730 3,449 41,254
1979————mm e 9,665 29,009 3,151 41,825
1980~~—=-maa— 10,635 35,435 2,490 48,560
198l -———m—mmmme 10,498 37,554 3,933 51,985

Inventories of hot-rolled bar represented 20 to 25 percent of producers'
annual shipments; those of cold-rolled bar, 27 to 44 percent; and those of
wire rod, 6 to 12 percent. :

Combined inventories of the three product groups increased in each

period, showing the greatest jump (over 16 percent) at the end of 1980
following the lifting of import quotas.

U.S. employment, wages, and productivity

In domestic establishments producing hot-rolled stainless steel bar,
cold-formed stainless steel bar, and stainless steel wire rod, the average
employment of all persons, production and related workers producing all
products, and production and related workers producing products subject to
this investigation followed a downward trend from 1979 to 198l. Similar
patterns can be seen in hours paid for production and related workers
(table 11). The average number of production and related workers producing
hot-rolled bar declined 6 percent; the number producing cold-formed bar, 14
percent; and the number producing wire rod, 7 percent. Employment continued
to decline in 1982. The average number of workers in January-March 1982
declined 18 percent from the number in the corresponding period of 1981 for
hot-rolled bar, 11 percent for cold-formed bar, and 19 percent for wire rod.
Wages and total compensation paid to workers are shown in table 12.

As shown in tables 11 and 12, the hourly compensation was increasing
while steel output per hour fluctuated. Thus, unit labor costs for all three
products increased. Labor costs per ton increased 29 percent from 1979 to
1981 for hot-rolled stainless steel bar, 25 percent for cold-formed bar, and
34 percent for wire rod. '

The data in table 13 for employment and unit labor. costs for stainless
bar and wire rod combined are similar to those data shown separately, by
product types, in tables 11 and 12. Employment decreased, and although steel
output per hour showed no consistent trend, unit labor costs were steadily
rising due to increasing hourly compensation during the period.

Financial experience of U.S. producers

Hot-rolled stainless steel bar.--Financial data were received from six
firms representing 100 percent of total U.S. producers' shipments of
hot-rolled stainless steel bar in 198l. Net sales of hot-rolled stainless
steel bar increased by 13 percent from $114.3 million in 1979 to $129.6
million in 198l. In January-March 1982, net sales dropped by * * * compared
with net sales of * * * million in the corresponding period of 1981 (table 14). A4
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Table 13.--Stainless steel bar and rod: Total number of production and related
workers, hours paid, steel produced per hour, and unit labor costs,
1979-81, January-March 1981, and January-March 1982

Period :Number of production:Hours paid for:Output per hour:Unit labor
:and related workers : production : : cost
: : 1,000 hours : Tons per hour : Per ton
1979 : 4,744 ¢ 10,225 : 0.0196 : $782
1980-—~=—=———=—— : 4,793 : 9,867 : .0190 : 912
1981 -=======——mmm : 4,187 : 8,331 : L0199 : 984
Jan.-Mar.-- : : : :
1981-————=———~ : 4,266 : 2,151 : .0190 : 980
1982—==———=——- : 3,693 : 1,768 : .0193 : 1,082

Source: Compiled from data subm<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>