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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigations Nos. 701-TA-155, 157, 158, 159, 160, and 162 (Final)

CERTAIN CARBON STEEL PRODUCTS FROM SPAIN

Determinations

On the basis of the recotdli/ developed in the subject investigations,
the Commission determines, pursuant to section 705(b) (1) of the Tariff Act of
1930 (19 U.S.C. § 1A71d(b)(1l)), that an industry in the United States is
materially injured by reason of imports of the following products which have
been found by the Department of Commerce to be subsidized by the Government of
Spain:

Hot-rolled carbon steel plate (investigation No.
701-TA-155 (Final)); 2/ 3/

Cold-rolled carbon steel sheet (investigation No.
701-TA-157 (Final)); 4/

Galvanized carbon steel sheet (investigation No.
701-TA-158 (Final)); 5/ 6/

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i), 47 F.R. 6190, Feh. 10, 1982).

g/ For purposes of this investigation, hot-rolled carbon steel plate is
provided for in items 607.6615, 607.9400, 608.0710, and 608.1100 of the Tariff
Schedules of the United States Annotated (TSUSA).

2/ Commissioner Stern determines that there is no material injury but that
there is threat of material injury to an industry in the United States hy
reason of subsidized imports of hot-rolled carbon steel plate from Spain.
Accordingly, pursuant to section 705(b) (4)(B) of the Tariff Act (19 U.S.C. §
1671d(b) (4)(B)), Commissioner Stern further determines that she would have
found material injury but for any suspension of liquidation of entries of this
merchandise.

ﬁ/ For purposes of this investigation, cold-rolled carbon steel sheet is
provided for in items 607.8320 and 607.8344 of the TSUSA. .

2/ For purposes of this investigation, galvanized carbon steel sheet is
provided for in items 608.0710, 608.0730, 608.1100, and 608.1300 of the TSUSA.

é/ Commissioner Stern dissenting.

1



Carbon steel structural shapes (investigation No.
701-TA-159 (Final)); 1/ 2/

Ho t-rolled carbon steel bar (investigation No. 701-TA-160
(Final)); 3/ 4/ and

Cold-formed carbon steel bar (investigation No. 701-TA-162
(Final)). 5/ 4/

Background

The Commission instituted these investigations effective August 25, 1982,
following preliminary determinations by the Department of Commerce that there
was a reasonable basis to believe or suspect that subsidies were being
provided to manufacturers, producers, or exporters of the subject carbon steel
- products in Spain.

Notice of the institution of the Commission's investigations and of a
public hearing to be held in connection therewith was given by posting copies
of the notice in the Nffice of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register on September 153, 1982 (47 F.R. 4G725). The hearing was held in
Washington,iD.C., on November 9, 1982, and all persons who requested the

opportunity were permitted to appear in person or by counsel.

l/ For purposes of this investigation, carbon steel structural shapes are
provided for in items 609.8005, 609.8015, 609.8035, 609.8041, and 609.8045 of
the TSUSA.

3/ In its final countervailing duty determination (47 F.R. 51438, Nov. 15,
1982) the Department of Commerce found, pursuant to section 705(a)(2) of the
Tariff Act (19 U.S.C. § 1671d(a)(2)), that critical circumstances exist with
respect to imports of subsidized carbon steel structural shapes from Spain.
Accordingly, pursuant to section 705(b) (4) (A) of the act (19 U.S.C. §
1671d(b) (4)(A)), the Commission determines, Commissioner Stern dissenting,
that material injury was not by reason of massive imports of the subsidized
merchandise over a relatively short period.

2/ For purposes of this investigation, hot-rolled carbon steel bar is
provided for in items 606.8310, 606.8330, and 606.8350 of the TSUSA.

4/ Commissioner Stern dissenting.

Ey For purposes of this investigation, cold-formed carbon steel bar is
provided for in items 606.8805 and 606.8815 of the TSUSA.



VIEWS OF THE COMMISSION
I. INTRODUCTION
These views set forth the reasons supporting the determinations of the

Commission in these six final countervailing duty investigations. Chairman
Eckes, Commissioner Stern and Commissioner Haggart join in the discussion of
the appropriate domestic industries and the conditions of those industries.
The joint views of Chairman Eckes and Commissioner Haggart are set forth
following the section on the condition of the domestic industries. The

separate views of Commissioner Stern follow.

Definition of the domestic industries

The domestic industry against which the impact of the Iimports under
iavestigation is to be gauged is defined in section 771(4)(A) of the Tariff
Act of 1930 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.” 1/ "Like
product” is defined in section 771(10) as "a product which is like, or iIn the
absence of like, most similar in characteristics and uses with, the article
subject to an investigation . . . ." 2/

These investigations concern subsidized imports from Spain of six
different types of steel products. These six types are: (1) hot-rolled

carbon steel plate; (2) cold-rolled carbon steel sheet: (3) galvanized carbon

steel sheet; (4) carbon steel structural shapes; (5) hot-rolled carbon steel

|~

7 19 U.S.C. § 1677(4)(A).
/ 19 U.S.C. § 1677(10).
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bar; and (6) cold-formed carbon steel bar. These same products were among the
nine products which were the subject of the recent preliminary investigations
involving certain steel products from Belgium, Brazil, France, Italy,
Luxembourg, the Netherlands, Romania, the United Kingdom, and West Cermany.

In those cases the Commission g/ found that each of the different product
Categories under investigation constituted a separate like product and noted:

Each [product category] has physical characteristics of
size, shape, or composition that are unlike those of the
others. Moreover, they have varying uses, and products of
one type generally do not compete with products of another
type. As noted in the Commission determination in the
1980 steel products antidumping investigations, "Although
raw steel constitutes much of the value of each of the

. +« .+ product groups under investigation, competition in
the U.S. market between domestically produced steel
products and thc alleged LTFV [and subsidized] imports
occurs in each of the . . . separate and distinct product
groups.” In these investigations the domestic producers
have been able to identify production and profitability
data in terms of each of the groups, allowing the
Commission to examine the impact of imports on each group
separately. 4/

The Commission recognized that within each of the nine product categories
there may have been slightly different characteristics and uses for articles
having different specifications, but the record contained no information to
warrant making any meaningful distinctions among them. In the ahsence of

“"clear dividing lines among the products in each group,” each was treated in

3/ Commissioner Haggart was not a member of the Commission at that time.

%/ Investigations Nos. 701-TA-86 to 144, 701-TA-146, and 701-TA-147
(Preliminary), and Investigations Nos. 731-TA~53 to &6 (Preliminary), USITC
Pubs. 1221 and 1226 (1982), at l4-15 (footnote omitted). Specific
descriptions of the products, their characteristics and uses, and methods of
manufacture may be obtained by reference to the Commission's Views and the
Report in those investigations.
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its entirety as a separate like product. 2/ Thus, the Commission determined
that there was a separate industry corresponding to each of the product groups.

In these six final investigations we have determined that the same
analysis should apply. The record developed in these final investigations
regarding the same imported productsvfrom Spain contains no additional
information that would suggest a revision of the definitions. Moreover, no
party has objected to these industfy definitions. Thus, we determine that

there are six domestic industries corresponding to the six product groups.

Condition of the domestic industries

1. Hot-rolléd carbon steel plate

The U.S. induétry producing hot-rolled carbon steel plate has been in
decline during most of the period under investigation. Production and
capacity have fallen since 1979. Production fell from 6.6 million tons in
1979 to 5.9 million tons in 1981, a decrease of 11 percent. This declire
continued in the first three quarters of 1982 as production was only 2.1
million tons compared with 4.1 million tons in the same period of 1981. &/
Paralleling the decline in production, U.S. producers' shipments of carhon
steel plate decreased steadily from 1979 to 1981 and fell rapidly in the first
three quarters of 1982. Z/ Production capacity shrank from 10.4 million tons
in 1979 to 9.6 million tons in 1981. Despite the decline in capacity, the
loss of production yielded a continued decline in capacity utilization from

63.9 percent in 1979 to 61.9 percent in 1980 and 61.2 percent in 1981.

57 1d. at 15-16-
6/ Report at A-11.
7/ 1d. at A-9, A-11.
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Capacity utilization fell greatly in the first three quarters of 1982 to 32.7
percent. _8_/

Declining production has adversely affected employment and profitahility
levels as well. Employment of workers engaged in producing hot-rolled carbon
steel plate fell from 20,625 in 1979 to 19,758 in 1980 and 18,378 in 1981, an
11 percent decline over the period. Employment and wages dropped sharply in
January-September 1982 by approximately 40 percent from the levels in the
corresponding period in 1981. 9/

U.S. producers' operating profits declined from $93 million in 1979, to
$34 million in 1980, and increased to $67 million in 1981. However, net sales
dfopﬁed sharply in the first three ‘quarters of 1982, and producers suffered
operating losses totalling $122 million during that period. The ratio of
operating profits to net sales decreased irregularly from 3.8 percent in 1979
to 2.6 percent in 1981.- During the first nine months of 1982, the ratio of
operating losses to net sales was 11.8 percent as compared with a ratio of

operating profit to net sales of 3.0 percent during the corresponding period

in 1981.

2. Cold-rolled carbon steel sheet

Production in this industry fell sharply between 1979 and 1980, from 13.4
million to 10.4 million tons, then increased to 11.3 million toms in 1981.
However, a sharp decline occurred in the first three quarters of 1982 as
production was only 6.3 million tons compared with 9.2 million tons during the

corresponding period in 1981. 12/ Shipments declined irregularly from 1979 to

8/ Id. at A-1l.
9/ 1Id. at A-14, A-16.
10/ 1d. at A-11.
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1981, then fell off sharply in the first three quarters of 1982. 11/ Capacity
remained relatively stable throughout the period, increasing or decreasing
only marginally from year to year. Capacity utilization declined from 79.9
percent in 1979 to 70.5 percent in 198l. Capacity utilization reached a low
of 52.1 percent in the first three quarters of 1982. }2/

Although fluctuating from year to year, employment generally declined
from 1979 to 1981. The number-of workers then decreased significantly in the
first three quarters of 1982 by 27 percent compared to the identical period in
1981. 13/

The industry has suffered declining profitability since 1979. Net
profits were $53 million in 1979, but the industry then experienced losses of
$383 million in 1980, $293 million in 1981, and $484 million in the first
three quarters of 1982. The ratio of operating profits to net sales was 1.0
percent In 1979. The ratio of operating losses to net sales was 9.2 percent
in 1980, 5.9 percent in 1981, and 16.9 percent in the first three quarters of

1982, as compared with 4.3 percent in the first three quarters of 1981.

3. Galvanized carbon steel sheet

The galvanized carbon steel sheet industry has experienced a downturn
since 1979. Production fell from 4.7 million tons in 1979 to 3.7 million tons
in 1980. Although production rose to 4.4 million toms in 1981, a sharp drop

in production occurred in the first 9 months of 1982, with only 2.8 million

11/ 1d. at A-9, A-11.
12/ Td. at A-11.
_1__3_/ E- at A—14o
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tons being produced, in contrast to the 3.7 million tons produced in the same
period in 1981. 14/ Shipments have similarly decreased. 15/ While capacity
for producing galvanized sheet has remained roughly constant since 1979,
capacity utilization fell from 70.4 percent in 1979 to 59.4 percent in 1980.
After rebounding to 70.7 percent in 1981, capacity utilization fell to 60.9
percent in the first three quarters of 1982. 16/ Employment of production and
related workers, which had peaked at 16,900 in the first three‘quarters of
1981, declined to 13,684 by the first three quarters of 1982 as production
declined. 17/

From operating profits of $13$ million in 1979, the industry declined to
losses of $91 million in 1980, and $29 million in 1981. 1In the first three
quarters of 1982, the industry experienced a loss of $190 million compared
with a loss of $3 million in the same period in 1981. The ratio of operating
profits to net sales was 5.8 percent in 1979. The ratio of operating losses
to net sales was 4.8 percent in 1980, 1.2 percent in 1981, and 12.5 percent in

the first three quarters of 1982. 18/

4. Carbon steel structural shapes

The industry producing carbon steel structural shapes is also
experiencing serious difficulty. Production has declined from 4.3 million
tons in 1979 to 3.9 million tons in 1981. Production continued to decline to

1.9 million tons in the first three quarters of 1982 compared to 2.9 million

14/ Id. at A-11.
15/ Id. at A-9, A-11.
16/ Id. at A-11.
17/ Id. at A-l4.
18/ Id. at a-21.
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tons in the same period of 198l. Trends for U.S. producers' shipments
corresponded to the decline in production. 19/ Although capacity decreased
slightly between 1979 and 1981, capacity utilization decreased steadily from
65.6 percent 1979 to 61.2 percent in 1981. Capacity utilization then fell
sharply in the first three quarters of 1982 to 41.0 percent as compared with
62.2 percent in the same period in i981. 20/

Average employment of production and related workers declined steadily
from 13,444 workers in 1979 to 12,304 in 1981. 1In the first three quarters of
1982, employment fell approximately 30 percent to &,327 as compared with
11,848 in the same pgriod in 1981. 21/

Although this industry's net sales increased irregularly between 1979 and
1981 before dropping sharply in the first three quarters of 1982, the industry
experienced losses during most of the period. Operating profits were $34
million in 1979. Thereafter, the industry incurred losses of $30 million, $2¢
million, and $140 million in 1980, 1981, and the first three quarters of 1982,
respectively. The ratio of operating profits to net sales was 2.2 percent in
1979. The ratio of operating losses to net sales was 2.0 percent in 1980 and
1.6 percent in 1981. In January-September 1982, the ratio of operating losses
to net sales amounted to 16.6 percent as compared with 1.3 percent in the

first three quarters of 1981.

5. Hot-rolled carbon steel bar

U.S. production of hot-rolled carbon steel bar dropped sharply from 1979

to 1980, from 6.2 million tons to 4.5 million tons, recovered slightly in 1981

19/ 1d. at A-9, A-11.
20/ Td. at A-11.
&/ I_d-o at A"140 -
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reaching 4.8 million tons, then fell again in the first three quarters of 1982
to 2.0 million tons compared with 3.3 million tons in the same period in
1981. Shipments during the period of investigation declined in a similar
manner. 22/ While production capacity fluctuated somewhat during the period
under investigation, capacity utilization fell from 67.6 percent in 1979 to
51.2 percent in 1980, increased slightly to 54 percent in 1981, then declined
to 34.4 percent in the first three quarters of 1982. 23/

Employment of production and related workers declined by 26 percent
between 1979 and 1980. After increasing marginally in 1981, employment
dropped 33 percent in the first three quarters of 1982 compared with the same
period in 1981. Employment in the first three qﬁarters of 1982 stood at
10,455, a full 10,000 workers fewer than the 1979 total. 24/

The industry's net sales declined irregularly from 1979 to 1981, then

plunged in the first three quarters of 1982. Operating profits were $50
millién in 1979, but the industry suffered operating losses of $8&4 million in
1980, $10 million in 1981, and $214 million in the first three quarters of
1982. The ratio of operating profits to net sales was 2.2 percent in 1979,
Thereafter, the ratio of operating losses to net sales was 5.1 percent in 10680
and 0.5 percent in 198l. 1In the first three quarters of 1982, the ratio of
operating losses to net sales reached 25.6 percent as compared with 0.4

percent in the corresponding period in 1981. 22/

22/ Id. at A-10, A-12.
23/ Id. at A-12.
24/ 1d. at A-15.
zé/ Id. at A-22.

10
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6. Cold-formed carbon steel bar

The domestic cold-formed carbon steel bar industry has experienced
declines in production as well as financial losses during most of the period
under investigation. Production decreased irregularly from 1.3 million tons
in 1979 to 946 thousand tons in 1980 and 1.0 million toms in 1981. 26/
Shipment data essentially mirror the production trends. EZ/ During the same
period, capacity utilizatioﬁ declined by more than 20 percentage points from
66.1 percent in 1979 to 45.4 percent in 198l1. During the first nine months
of 1982, both production and capacity utilization were lower tham in the
corresponding period in 1981. _

After experiencing an operating profit of $21 milliom in 1979, the
domestic industry sustained operating losses of $4 million for 1980, $2
million for 1981, and $29 million for the first three quarters of 1982. The
ratio of operating profit to net sales was 4.0 percent in 1979. The ratio of
operating losses to net sales was 0.9 percent in 1980 and 0.4 percent in
1981. 1In the period January-September 1982, the ratio of operating loss to
net sales was 14.6 percent as compared with an operating profit of 4.0 percent

in the same period in 1981. 28/

27/ Id. at A-10, A-12.

11
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VIEWS OF CHAIRMAN ECKES AND COMMISSIONFR FAGGART
Before proceeding with our analysis of the relationship between the
condition of the domestic industries and the imports subject to these
investigations, two issues should be addressed:

1. Whether the Commission, in determining causation, is required to
establish a causal link between subsidized imports and injury to the
domestic industry or between the net subsidy determined by the
Department of Commerce (ITA) and the injury to the domestic
industry; and

2. whether the Commission should "cumulate” imports of a particular
product from. a country subject to a countervailing duty
investigation with imports of the same product from other countries.

A resolution of both of these issues requires examination of the statutory

language and the legislative. history. 29/

Causation

With respect to the issue of whether any material Injury experienced bv
the domestic Industry must be by reason of subsidized imports or the net
subsidy calculated by the ITA, the statute is clear as to what the Commission
is required to do when making a final determination of material injury.
According to section 705(a)(l) of the Tariff Act of 1930 as amended by the
Trade Agreements Act of 1979, ("the Act”) (19 U.S.C. §1671d (a)(l)):

Within 75 days after the date of its preliminary
determination under section 703(b) . . . [the ITA] shall

29/ See Commissioner Haggart's Additional Views on these issues.

12
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make a final determination of whether or not a subsidy is
being provided with respect to the merchandise.

After the ITA makes an affirmative determination that a subsidy is being
provided, section 705(b) of the Act (19 U.S.C. § 1671d (b)) directs the
Commission to determine whether there is material injury to a domestic
industry "by reason of imports”™ of the merchandise subject to investigation.

The statute reads:

(b) Final Determination by Commission.
(1) In General - The Commission shall make a final
determination of whether-- o
(A) An industry in the United States—-
(1) 1is materially injured, or
(ii) 1s threatened with material injury, or
(B) the establishment of an industry in the
United States is materially retarded,
by reason of imports of the merchandise with respect
to which. « « [the ITA] has made an affirmative
determination under subsection (a) of this section.

Sections 771(7)(B) and (C) of the Act (19 USC 8§1671(7)(R)(C)) set forth
the general factors the Commission is required to consider in reaching its
determination of material injury by reason of subsidized imports. These
sections instruct the Commission to examine the volume of imports, the effect
of such imports on prices in the United States of the "like" product, and the
impact of imports of such merchandise on domestic producers of the "like"
product. More specifically, these sections of the Act set out certain aspects
of these general factors which are to be examined in considering the effect of
imports. Concerning the volume of imports, the Commission is to determine
whether the volume is significant, or whether there 1s any significant
absolute or relative increase in that volume. With respect to prices, the

Commission is to consider whether there has been significant price

undercutting by the imported merchandise, and whether such imports have

13
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resulted in significant price suppression or depression. In examining the
impact of imports on the domestic industry producing the like product, the
Commission is directed to consider the impact of imports in terms of declines
in output, sales, return on investment, capacity utilization, domestic prices,
and other specified factors. Furthermore, the statute instructs the
Commission to consider "all relevant economic factors which have a bearing on
the state of the industry.”

The statute does not direct the Commission to consider the amount of the
net subsidy in determining whether there is material injury. At most, the
amount of the net subsidy is a factor which the Commission may consider under
section 771(7)(B) of the Act. The relationshiﬁ of the net subsidy to material
injury should not be dispositive of the issue of causation. We conclude that
once the ITA makes an affirmative determination the Commission must only
establish a causal link between the subsidized imports under investigation and
any injury to the domestic industry. 30/

The countervailing duties which will be imposed as the result of our
determinations are intended to offset the net subsidies found by the ITA.
These duties are not intended to remedy the injury we have found the industry
to be experiencing; they are intended to ensure that imports compete in the
market on a fair basis. In assessing the impact of such imports, an analysis
which focuses on the ultimate benefit to the domestic industry resulting from

the imposition of duties is not consistent with the purpose of the statute.

Cumulation
This is not the first time that the issue of whether the Commission

should cumulate imports from more than one country for purposes of determining

30/ See Commissioner Haggart's Additional Views, infra. 14
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material injury has been raised. However, in each prior investigation where
the issue has been presented, we have made our determinations on a
case~by-case basis and have not cumulated imports from more than one country.
In view of the "conditions of trade” 31/ which exist in the carbon steel
industries which are the subject of investigation, we have adopted a similar
approach in these investigationg. 32/

There are no specific references to cumulation either in the Trade
Agreements Act of 1979 itself or in the accompanying legislative history. The
only injury determinations in which the Commission's discretionary authority
to cumulate imports from more than one country has been upheld by the courts,
or sanctioned by Congress, were antidumping cases under the Antidumping Act of
1921. Although the Commission may have the discretion to cumulate imports in

countervailing duty investigations as well as in antidumping investigations,

cumulation of imports from several countries is not the basis for our
decisions in each of these investigations. However, we note that the
Commission may consider imports from all sources as part of the conditions of
trade 1n’makiné its injury analysis with respect to imports from a particular

countrye.

Conditions of Trade

It was the intent of Congress that in countervailing duty investigations
the assessment of the impact of subsidized imports is to be made with regard

to the particular conditions of trade, competition, and development of the

31/ See discussion of "Conditions of Trade”, infra.
32/ See Commissioner Haggart's Additional Views, infra.
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relevant industry. 22/ The statutory scheme for determining the appropriate
"like product”, and in turn, the industry against which the Commission
assesses the impact of imports, further assures that the focus of our inquiry
is on the nature of the imported product that is the subiect of these
investigations and those characteristics of trade involving btoth the relevant
domestic and imported products.

As set forth above, we have determined those products being produced in
the United States which are "like"” the fmported merchandise. Further, we have
considered the economic condition of the respective domestic industries
producing those products and have found them to be experiencing material
injury. In the following section, we will set forth our views.on a
case~by-case basis regarding the causal relationship between this injury and
the subsidized imports.

Certain conditions of .trade with regard to these products are critical in
establishing the framework for our analyses. One fundamental characteristic
of each of the products under consideration is its inherent fungibility and
price sensitivity. gﬁ/ Fungibility is established once certain objective
criteria are met to the satisfaction of the purchaser. 22/ Price then hecomes
a major factor in the decision to purchase. 32/ Although much of the domestic

steel is sold directly to end users, whereas the majority of imported steel is

33/ See Sen. Rept. No. 96-249, 96th Cong., lst Sess. (1979) at p. 57 and p.
88; H. Rept. No. 96-317, 96th Cong., lst Sess. (1979) at p. 4h.

34/ See the "like product™ discussion, supra, p. 3.

35/ See Report at A-45 ff.

36/ With regard to the fungibility question, we note that during the course
of these investigations, some purchasers were unable to indicate the country
or company of origin of the imported steel they had purchased. See, e.g.,
Report at A-45, A-48, A-50.
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primarily sold first to service centers/distributors, ultimately imported and
domestic steel compete on the basis of price in the same end-user market. In
a market where discounting is now commonplace, the mere presence of an offer
from an importer of steel at a lower price can have a discernible impact.
Such offers affect the ability of the.domestic steel producer to price
competitively, to cover fixed costs, and to generate funds fgr needed capital
improvements. |

Another important condition of trade relevant to these products is that
these subsidized imports are entering the U.S. market at the same time as
imports from a variety of sources. Additionally, in some cases, suhsidized
imports have either entered the U.S. market or have further increased their
penetration levels during the most recent period when U.S. consumption for
these products turned downward and the domestic industries were operating at
very low levels of capacity utilization. Given these conditions of trade, the
impact of seemingly small import volumes and penetrations is magnified in the
marketplace. In these steel industries, each of which is characterized by a
high level of fixed costs, the loss of even a few sales means that revenues
cannot be maintained at levels sufficient to cover fixed costs. The ability
to cover these costs is vital to the ongoing viability of these Industries.
All of the above factors regarding the conditions of trade relating to these
industries are significant in our analyses of the impact of subsidized imports
from Spain.

Our causation analysis reflects Congressional intent that the effects
from subsidized imports are not to "be weighed against the effects associated

with other factors . . . which may be contributing to overall irjury to an

17
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industry.” 21/ The record in these investigations suégests that there are a
number of causes associated with the problems experienced by the domestic
industry, such as high labor costs, reduced productivity levels, and the
appreciation of the dollar. In an affirmative determination, the statute
directs that we determine whether the material injury experienced by the
domestic industry is "by reason of"” subsidized imports. There is no
requirement that subsidized imports be a "principal, a substantial, or a
significant cause of material injury.” 38/ Congress was explicit in its
purpose for providing this guidance:

‘Any such requirement has the undesirable result of making

relief more difficult to obtain for industries facing

difficulties from a variety of sources; such industries

are often the most vulnerable to subsidized imports. 39/

The case-by-case determinations which follow are based upon these
fundamental perceptions regarding the conditions of trade affecting these
domestic industries. Our analysis indicates these industries find themselves
increasingly susceptible to injury from subsidized imports.

The information developed in investigations cannot be expected ﬁo be
comprehensive with regard to all areas of inquiry. With respectrto some
areas, such as import volume and penetration, the record in these

investigations provides information which is comprehensive. The record

provides less comprehensive information with regard to transaction prices,

37/ See Sen. Rept., supra, at p. 57, and H. Rept., supra, at p. 47
38/ 1d -
39/ 14
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lost sales, ﬁgj and price suppression or depression. Fowever, we view such
data as indicative of the impact of imports in the market. The totality of

data regarding import trends and their effect in the market forms the hasis

for our determinations in each of these investigations.

Material Injury by Reason of Subsidized Imports

1. Hot-Rolled Carbon Steel Plate

Imports from Spain increased from their 1979 level of 74,000 tons to
110,000 tons in 1980 and decreased to 99,000 in 1981. Imports declined over
the first three quarters of 1982 compared to the same period in 1981, but they
still remained above the level of imports for all of 1979. The ratio of
imports to apparent domestic consumption increased from 0.9 percent in 1979 to
1.4 percent in 1980, and decreased slightly in 1981 to 1.3 percent. In
January-September 1982, imports from Spain climbed to 2.3 percent of domestic
consumption compared with 1.6 percent for the corresponding period in 1981.
Although available pricing data cannot be used in making pricing comparisons
between the domestic product and imports from Spain, ﬁl/ information relating
to lost sales provides a clear indication of underselling. Six instances of

lost sales were confirmed in the preliminary investigation and five instances

40/ See Acrylic Yarn from Japan and Italy, Inv. Nos. 731-TA-1 (Final) and
731-TA-2 (Final), March 1980, Views of Commissioner Stern and former
Vice-Chairman Calhoun:

While information on lost sales is normally difficult to
obtain and actual occurrences are difficult for the
Commission to verify, such instances, when confirmed, can
be symptomatic of broader practice.

41/ Report at A-36, A-37, A-45.
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of lost sales have been confirmed in this final investigation. ﬁ?/ In all
these cases, the principal reason cited for the purchase of the Spanish
product was the lower price of the imports, which may have been as much as $40
to $140 below comparable domestic products. In addition, two instances of
price suppression or depression were confirmed, involving price reductions bv

domestic producers in order to meet competition from lower-priced Spanish

products.
For the foregoing reasons, we find that there is material injury to the

affected domestic industry by reason of the subject imports.

2. Cold-Rolled Carbon Steel Sheet

While imports from Spain steadily decreased in both absoiute terms and in
relation to apparent U.S. consumption from 1979 to 1980, imports and import
penetration rose sharply in 1981, signalling a reentry into the United States
market. Imports rose from'S,OOO tons in 1980 to 62,000 tons in 1981 and the
levels for the first three quarters of 1982 are significantly higher ;han the
same period in 1981. Import penetration rose from 0.l percent in 1980 to 0.4
percent in 1981 and the figure for the first three quarters of 1982 is 0.5
percent compared with 0.2 percent in the corresponding period in 1981.

Imports from Spain increased at a time when the domestic industry was

operating at 52 percent of capacity. It is apparent that these recent sharp

increases in the levels of imports have contributed to the accelerating

downturn in the industry's performance and have thus caused material injury.

42/ 1d. at A-45, A-46.
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In addition, in the final investigation two instances of lost sales were
confirmed. Price was the most important factor in these lost sales, with the
imports underselling the domestic product by $80 to $100 per ton. 43/
For the foregoing reasons, we find material injury to the domestic
industry by reason of subsidized imports of cold-rolled carbon steel sheet

from Spain.

3. Galvanized carbon steel sheet

Although imports from Spain fell steadily from their 1979 level of 39,000
tons to 19,000 tons in 1981, Spanish imports increased significantly to 27,000
tons in the first three quarters of 1982 alone, 44/ an influx that was
substantially in excess of that in the entire year 1981. 45/ Import
penetration followed a similar trend, reaching 0.6 percent in the first nine
months of 1982, compared with 0.1 percent in the corresponding period in
1981. On a quarterly’basis imports from Spain were concentrated in the last
half of 1981 and the first quarter of 1982, when imports accounted for 1.8
percent of domestic consumption. The significant increase in Spanish imports
coincided with the serious downturn in domestic production, and profitability

in the first three quarters of 1982.

43/ One purchaser of Spanish sheet indicated that the price gap between
Spanish and domestic cold-rolled sheet widened since 1981 and, as a result,
this purchaser is buying proportionally more Spanish sheet in 1982 than it did
in 1981. Another purchaser indicated that importers of Spanish cold-rolled
sheet were targeting their sales to a few dealers. Report at A-46, A-47.

44 We note that one purchaser of Spanish galvanized sheet reported that a
Spanish mill cancelled delivery of an order made in 1981 because of the
institution of this countervailing duty investigation. Report at A-47.

45/ Report at A-28.
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Other information also strongly supports our conclusion of material
injury by reason of subsidized imports. Three allegations of sales lost hy
domestic firms to imports of galvanized sheet were confirmed in the final
investigation. ﬁg/ Price was the most important factor in these lost sales,
with the imports underselling the domestic product by approximately $100 a
ton. In addition, in the preliminary investigation, five transactions were
confirmed in which a domestic firm lost revenues by lowering its prices in
order to meet price competition by Spanish imports. ﬁZ/

For the foregoing reasons, we determine that imports of galvanized carbon

steel sheet from Spain are causing material injury to the domestic industry.

b4e Carbon Steel Structural Shapes

Imports steadly increased from 96,000 tons in 1979 to 238,000 tons in
1981, accounting for a growing share of the U.S. market increasing from 1.5
percent in 1979 to 4.1 percent in 1981. Although the level of imports from
Spain dropped somewhat in the first three quarters of 1982 compared with the
corresponding period in 1981, they still amounted to 4.5 percent of total
consumption during this period. ég/ Information shows that the industry has
lost sales to Spanish imports on the basis of price. Of the ten allegations
of lost sales, seven firms confirmed that they had bought the Spanish product

primarily because of its lower price. 49/ In addition, a number of domestic

46/ Id. at A-47.
i_Z/ E. at A-52.
48/ Id. at A-28, A-30.
49/ 1d at A-48, A-49.
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firms submitted allegations of instances in which prices were lowered or
adjusted in order to meet competition from Spain. Six allegations were
confirmed representing over $220,000 loss of revenue or an average discount of
approximately 11 percent. 50/
Based on the foregoing, we determine that there is material injury to the
domestic industry producing carbon steel structural shapes by reason of

imports from Spain.

Critical Circumstances

In its final determination, the ITA found that "critical circumstances”
existed with respect to imports of structural shapes from Spain. 51/ This
finding, under 19 U.S.C. § 1671d(a)(2), is a finding fhat these imports
benefit from a subsidy inconsistent with the subsidies agreement implemented
by the Trade Agreements Act of 1979 and that there have been massive imports
over a relatively éhort period. Given this finding by ITA and our own finding
of material injury, we are required by 19 U.S.C. § 1671d(b)(4)(A) to make an
additional finding as to whether there is material injury which will be
difficult to repair and whether the material injury was by reason of the
massive imports over a relatively short period of time (March to June 1982) as
defined by the ITA. 52/ In light of historical import trends since 1980, we

find that the material injury was not by reason of the massive imports over a

29/ Id. at A-52.

51/ 47 Federal Register 51438, 51448 (November 15, 1982), reproduced as
- Appendix A of our Report in these investigations.

52/ See, 47 Federal Register 38167 (August 30, 1982).
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relatively short period referred to by the ITA. Therefore, we have made a

negative additional finding with respect thereto.

5. Hot-Rolled Carbon Steel Bar

Imports of hot-rolled carbom steel bar from Spain increased irregularly
from 28,000 tons in 1979 to 34,000 tons in 1981l. Imports during the first
three quarters of 1982 were 18,000 tons, compared with 26,000 tons in the same
period in 1981. The ratio Qf Spanish imports to apparent U.S. consumption
increased steadily from 0.4 percent in 1979 to 0.7 percent in 1981. 53/
Despite the decrease in absolute imports in 1982, the ratio for the
January-September 1982 period rose to 0.8 perceunt compared with 0.7 percent
for the same period im 1981. 54/

In the preliminary investigation, one instance of a lost sale because of
lower priced imports from Spain was confirmed, 22/ as was a price concession
because of a purchaser's intention to buy a less expensive Spanish import. 56/

Based on the foregoing, we find that there is material injury by reason of

subsidized imports of hot-rolled carbon steel bar from Spain.

6. Cold-formed carbon steel bar

Imports, both in absolute terms and as a percentage of apparent U.S.
consumption, rose dramatically inm 1981 compared with imports in 1979 aund
1980. The quantity of Spanish imports more than tripled from 5,000 tons in

1980 to 17,000 tons in 1981. This high level has coutinued; the

53/ Id. at A-29, A-31.

54/ 1d. at A-31. This increase in import penetratiom occurred at the same
time this industry was operating at 34.4 percent of its capacity. Thus, the
impact of these imports on the domestic industry was magnified.

55/ 1d. at A=49.

56/ Id. at A-52, A-53..

24



25

January-September 1982 import figure of 12,000 tons is the same as it was for
the corresponding period in 1981. 57/ The substantial increase in Spanish
imports between 1979 and 1981 resulted in a tripling of the import penetration
level. §§/ The ratio of Spanish imports to apparent U.S. consumption
increased from 0.4 percent iﬁ 1980 to 1.2 percent in 1981. The ratio of
imports increased further in the fifst three quarters of 1982 to 1.6 percent.

The Commission confirmed four lost sales of 635 tons in its final
investigation, in addition to those confirmed in the preliminary
investigation. 59/ Purchasers of the Spanish product indicated that price was
the most important factor in their decisioms to buy Spanish bar instead of
domestic bar. ‘ |

For the foregoing reasons, we find that there is material injury to a
domestic industry by reason of imports of cold-formed carbon steel bar from

Spain.

;Sl/ E' at A—290
5_8./ ld_t at A-3l 0
59/ Id. at A-50.
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ADDITIONAL VIEWS OF COMMISSIONER HAGéART
As noted in the majority views, there are two central issues in these
investigatioﬁs which warrant further discussion. I have concluded that, as a
matter of law, the Commission is only required to find a causal nexus hetween
material injury and the subsidized imports. In addition, because of the
“conditions of trade" which exist in these carbon steel industries, I have not
cumulated imports from Spain with imports from other countries in making my

determinations in these investigationms.

Relation of Subsidy to Material Injury

. . : /
The issue has been raised in these investigations as to whether sections

70L(a) and 705(b) of the Trade Agreements Act of 1979 (the Act) and Article 6,
paragraph 4, of the Agreement on Interpretation and Application of Articles
VI, XVI and XXIII of the General Agreement on Tariffs and Trade (the Subsidies
Code) require the Commission to establish a causal link between the net
subsidy determined by the Department of Commerce and injury to the domestic
industry. Counsel for petitioners assert that the statute does not require
the Commission to relate the amount of the net subsidy to the injury to the
domestic industry in determining whether there is a causal link hetween
subsidized imports and that injury. As indicated in the majority views, I
concur with this view. My conclusion is based on an examination of the
statutory language, the relevant legislative hHistory, and the provisions of

the Subsidies Code as they relate to U.S. law.
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Insofar as U.S. law is concerned, the MTN agreements, including the
Subsidies Code, are Congressionally authorized executive agreements. l/ These
agreements are not self-executing; therefore, their effectiveness is dependent
on U.S. implementing legislation. Consequently, it was necessary for Congress
to pass the Trade Agreements Act of 1979 in order to give the Subsidies Code
domestic legal effect. 2/ It is therefore incumbent upon us to examine the
statute itself in order to detérmine how Congress implemented into U.S. law
the obligations assumed by the United States under the Subsidies Code.

According to the Senate Report accompanying the Act, Section 705 of the
Tariff Act, as amended by section 101 of fhe Trade Agreements Act of 1979,
codifies U.S. obligations under the Subsidies Code into U.S. law. 3/ Section
705(b) provides that injury is to be "by reason of imports of the merchandise
with respect to which the administering authority has made an affirmative

determination under. subsection (a) of this section [705(a].”. Article 6,

l/ Senate Committee on Finance, Trade Agreements Act of 1979, S. Rep. No.
96-249, 96th Cong., lst Sess., 36 (1979) [hereinafter cited as S. Rept.];
House Committee on Ways and Means, Trade Agreements Act of 1979, K.R. No.
96-317, 96th Cong., lst Sess., 1 (1979) [hereinafter cited as H. Rept.]. See
Cohen, The Trade Agreements Act of 1979: Executive Agreements, Subsidies, and
Countervailing Duties, 15 Texas Int. Law Journal 96 (1980), for an analysis of
the different types of executive agreements.

2/ The Trade Agreements Act of 1979 added Title VII to the Tariff Act of
1§§0, which replaced the Antidumping Act of 1921, and amended the
countervailing duty statute. Section 102 of the Trade Act of 1974 authorized
the President to negotiate trade agreements with foreign countries subject to
procedures for the approval and implementation of such agreements by
Congress. These procedures outlined in the Trade Act of 1974 represented "a
unique Constitutional experiment”. According to the Senate Report, ". . .
virtually all the provisions of H.R. 4537 [the Trade Agreements Act of 1979]
reflect the decision of the Committee of Ways and Means of the House of
Representatives and Senate Finance Committee,” as coordinated in joint
meetings with representatives of the administration and other relevant House
and Senate Committees."” Congress had agreed that the hill as reported out of
Committee would either be enacted without amendment or rejected.

3/ S. Rept. at 57.
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paragraph 4, of the Code states that a countervailing duty will not be impesed
on the product of any country which is a party to the GATT unless it is

demonstrated that "the subsidized imports, through the effects of the subsidy,

[are] causing injury . . . .

Congress could have used the specific language of the Code in the
statute; however, it chose not to do so. Instead, Congress elected to require
the Commission to make a final determination of whether an industry is
materially injured "by reason of imports of the merchandise”. 4/ Thus, within
the context of the issue of causality, the plain meaning of the statute
requires us to trace any injury to imports of the subsidized merchandise from
a particular country. The statute does not require the Commission to relate
the amount of the subsidy to the injury being experienced by a domestic
industry.

During its consideration of the Trade Agreements Act, Congress was aware
that the relationship between the trade agreements and domestic law was a
sensitive issue. The Senate Report states: "This bill is drafted with the
intent to permit U.S. practice to be consistent with the obligations of the

agreement, as the United States understands those obligations™ 5/ (Fmphasis

4/ The language "by reason of imports” is articulated in sections 70l and
705. 1In addition, Congress focused on the “volume of imports,” the "effect of
imports™ on prices, and "the impact of imports” on domestic producers.

Section 771(7)B. In contrast, in section 771(7)(E), which pertains only to
threat cases, Congress directed the Commission to consider "the effects likely
to be caused by the subsidy,” in addition to the other factors. This is the
only provision of the statute that directs the Commission to ‘take cognizance
of the effect of the foreign subsidy. Had Congress intended the Commission to
take congnizance of the effect of the subsidy, it is logical to assume that it
would have used the language employed in section 771(7)(E) in other sections
of the statute.

5/ S. Rept. at 36.
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added). Further, Congress was acutely aware that the U.S. law did not repeat
the precise language of the agreements. Congress observed that greater
precision in our law is required than the "often vague terms of the agreements
or implementing regulations of other countries” because our trade laws are
subject to administrative and judicial review processes. é/ Congress further
stated that: "Unfamiliar terms in the agreements, or terms which may have a
different meaning in United Stateé law than in international practice or
another country's laws, need to be rendered into United States law in a way
which insures maximum predictability and fairness.” Z/

The function of the Commission is to abide by the Congressional statutory
scheme. §/ When the legislative history as a whole does not demonstrate that a
literal reading of the statutory language results in an interpretation of the
law that is clearly contrary to Congressional intent, rules of statutory
construction do not require the Commission to look behind the clear language
of the statute. There is no compelling reason to rely upon certain portions

of the legislative history to interpret statutory language which is not

6/ Id.

7/ 1d.

E] Within another context involving the administration of the countervailing

duty provisions, Judge Watson of the Court of International Trade observed:

Congress has explicitly enacted this legislation to conform to trade
agreements entered into by the United States and has defined those
procedures which constitute conformity in the initiation of
investigations. Thus, the petition determination by the ITA and the
preliminary injury determination by the ITC were considered together
to implement the code requirement that before a countervailing duty
investigation is initiated the existence of a subsidy and Injury
must be considered. [Citation omitted]. The ITA's first duty in
determining the sufficiency of a petition is to adhere to the
procedures contained in the law and not to assume a larger
responsibility by looking beyond the law to the codes or trade
agreements it implements. (Emphasis added). Republic Steel, et al.
ve. United States et al., Slip Op. 82-58, at 14, July 22, 19R2.
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ambiguous. 9/ 1In the instant case, the legislative history does not
contradict the plain meaning of the statute. Accordingly, the statutory
language should be accorded its plain meaning.

Interpreting Congressional intent in conformity with the plain meaning of
the statute is not inconsistent with the Subsidies Code. The relationship
between the provisions of the Subsidies Code and the provisions of Title VTI
can be better understood by a comparison of certain articles of the Code with
certain sections of Title VII. Section 771(7)(B) employs language very
similar to Article 6, paragraph 1, of the Code with regard to the volume of
imports, the effect of imports on prices, and the impact of imports on
producers. Sections 771(7)(C)(i) and (ii) also closely parallel Article 6,
paragraph 2, of the Code. These provisions refer to absolute or relative
increases in the volume of imports, significant price undercutting, and
imports as a cause of price depression or suppression. Similarly, section
771(7)(C)(1i1) closely parallels Article 6, paragraph 3, of the Code, inasmuch
as both refer to an evaluation of all relevant economic factors which have a
bearing on examining the impact on the industry concerned. Roth provisions
specifically include the following factors: actual and potential decline in
output, sales, market share, profits, return on investment, utilization of
capacity, factors affecting prices, actual and potential negative affects on

cash flow, etc.

9/ Although the legislative history refers to the term "net subsidy” and
"subsidization" in conjunction with injury te the domestic industrv, e.g., S.
Rept. at 57-58, H.R. at 46, focusing on these references in the legislative
history in preference to the numerous references, e.g., S. Rept. at 43-45,
47-60, 84-89, H. Rept. 46-58, 73-75, in the same legislative historv that
strongly support the plain meaning of the statutory language 1s not justified.
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The provisions of the Trade Agreements Act and of the Code central to the
dispute of whether the Act implements the Code are section 705(b) and Article
6, paragraph 4, respectively. Section 705(b), in relevant part, reads:
« « « The Commission shall make a final determination of whether --

e « o« an industry . . . is materially injured

« « « by reason of imports of the merchandise with respect to which
the admInistering authority has made an affirmative determination.

(Emphasis added).

Article 6, paragraph 4, in relevant part, states:

It must be demonstrated that the subsidized imports are,
through the effects lg/ of the subsidy, causing injury within the
meaning of this Agreement . . . (Emphasis added).

19/ As set forth in paragraph 2 and 3.
Footnote 19 to Article 6, paragraph 4, specifically cross-references
paragraphs 2 and 3 and, therefore, paragraph 4 must be examined in conjunction
with paragraphs 2 and 3 of Article 6. As indicated above, Article 6,
Paragraph 2, is implemented in section 771(C)(i) and (ii) of the statute, and
Article 6, Paragraph 3, is implemented in section 771(7)(C)(iii) of the
statute.

The methodology contemplated in Article 6 for tracing the effects of the
subsidy to any matérial injury experienced by the domestic producers in the
importing country is to determine the effects of the volume of subsidized
imports on the prices in the product markets of the importing country and
their impact on the domestic producers. These are the same effects that
sections 771(7)(B) and (C) direct the Commission to consider. Thus, section

771 implements Article 6, paragraphs 2, 3, and 4, of the Code. Therefore, the
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argument that the statute fails to implement the provision of Article 6,
Paragraph 4, of the Code is not persuasive. For these reasons, the literal
language of the Code cannot be relied upon to defeat the argument that the
Commission must follow the plain meaning of Title VII in making its injury
determinatiouns.

Although the statute directs us to determine whether injury is "hy reason
of imports of the merchandise”, we are not precluded from considering the
amount of the subsidy or the likely effect of the subsidy as one of the
non-specified factors in the Commission's analysis under section

‘771(7)(3). 10/ However, the presence or absence of a causal nexus hetween the
amount of the net'subsidy and material iﬁjury should not he dispositive with
respect to the issue of the cause of any material injury since "the presence
or absence of any factor which the Commission is required to evaluate under
subparagraph (C) or (D) shall not necessarily give decisive guidance with
respect to the determination by the Commission of material iniury.” li/ If
the presence or absence of a specified factor is not decisive, then a
fortiori, the presence or absence of a non—-specified factor should not be

dispositive.

10/ Section 771(7)(B) states: "The Commission shall consider, among other
factors” (Emphasis added), the volume of imports, the effect of imports on
prices, and the impact of imports on domestic producers. The reference to
“other factors” can properly be construed as referring to factors other than
those enumerated which could include the effects of the net subsidy. As the
Senate Report states, "In determining whether injury is 'bv reason of'
subsidized imports, the ITC now looks at the effects of such imports on the
domestic industry. [The Commission] also considers, among other factors, the
quantity, nature, and rate of importation of the imports subject to
investigation, and how the effects of the net bounty or grant relate to injurv

« ¢« « "¢ S. Rept. at 57.
11/ Sectionm 771(7)(E)(ii).
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Other considerations support the conclusion that the amount of the net
subsidy should not be relied upon in determining material injury by reason of
subsidized imports. There is no compelling reason to presume that there is a
causal relationship between the amount of the net subsidy calculated by the
Department of Commerce and any price differential in the U.S. market between
domestic products and imported subgidized products. Commerce's net subsidy
calculation reflects a determination of the value of a foreign subsidy.
Essentially, foreign accounting principles are used in determining whether a
program is a subsidy and assessing the benefits accruing to the foreign
manufacturer because of the subsidy. Caution is warranted in relying upon
this net subsidy calculation in light of the fact that accounting calculations
may not accurately reflect economic phenomena outside the system within which
they are used. 12/

Although there may be some logic in assuming that a less than fair value
dumping margin will manifest itself through price differentials in the market,
this may not be the case with a subsidy. Subsidies may be utilized bv foreign
producers for a number of purposes such as to improve cash flow, to achieve
economies of scale through encouraging production, to encourage employment, or
to contribute to product development. Imports still may be a cause of
material injury even if there is no evidence of underselling in the

market. i}/ Thus, a negative determination based on the fact that the net

12/ As a general proposition, accounting calculations "do not provide valid
measurements that can be used for answering or gaining insights into most
economic questions.” George J. Benton, "Accounting Numbers and Fconomic
Values"”, XXVII The Antitrust Bulletin 161 (1982).

13/ Section 771(7)(E)(ii).
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subsidy calculated by the Department of Commerce does not account for a
ceftain portion of the underselling would not comport with the plain meaning
of the statute and Congressional intent.

Moreover, the period of investigation covered by the Department of
Commerce does not always correspond with the period of investigation covered
by the Commission. In these investigations, the period of investigation for
the Commission ended in September of 1982. By comparison, the period used by
Commerce for measuring subsidization for the Spanish producers was the 1981
calendar year. Thus, certain analytical obstacles exist in drawing
conclusions from the relationship between the net subsidies and margins of
underselling, when tﬁe lafter are based on a time period’that is not analogous
to the period for which the net subsidies were calculated.

In light of these problems, a compelling argument can be made that the
amount of the net subsidy calculation may have no methodological connection
with any attempt to assess the effects in the U.S. market likely to be caused
by certain foreign subsidy practices. Consequently, in these investigations,
I have relied on the existence of a causal nexus between the subsidized
imports and injury, rather than attempting to relate the amount of the net
subsidy to the injury.

This conclusion is consistent with the bifurcated statutory scheme
established by Congress. iﬁ/ Under the statutory scheme, there are two basic
determinations required hefore a countervailing duty is imposed. The law
states that the Department of Commerce shall make a final determination as to

whether a subsidy is being provided. The Commission is then required to make

14/ Section 705(a)(l) and Section 705(b)(1l).
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a final determination as to whether an industry is materially injured or
threatened with material injury "by reason of the imports” of the merchandise
with respect to which the Department of Commerce has made an affirmative final
subsidy determination. As stated in the Senate Report, "[a] domestic industry
must be materially injured by reason of subsidized imports before a
countervailing duty could be imposed.” 12/ If both the finding of the
Department of Commerce and the-Commission are affirmative, the Department of
Commerce is required to publish upon notification from the Commission, a
countervailing duty order and duties are assessed in accordance with that
order. 16/

"Title VII is not punitive, it is a limited remedy statute. Under the
scheme [only] the amount of the advantage enjoyed [subsidy] by the imports is
offset by a corresponding duty. Imports are still permitted full access to
the U.S. market.” 17/ Thus, the statutory scheme results in an offset of the
advantage the net subsidy bestows on the imported product. To the extent the
subsidy adversely affects the U.S. market, such distortive impact is negated
by the countervailing duty. As a result, the statute affords protection to
the domestic industry from the distortive effects of subsidization while still
permitting imports of subsidized merchandise into the market.

The Commission should not be required to project what effect an
affirmative determination will have in the market. The statute is only
designed to insure that subsidized imports which cause material injury do not

compete in the U.S. market without an offsetting of the subsidy.

15/ S. Rept. at 44.

16/ Section 705(c)(2) and Section 706(a).

lZ/ Additional views of Vice-Chairman Calhoun, Certain Steel Wire Nail from
the Republic of Korea, Inv. No. 701-TA-145, March 1982.
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Based on the foregoing, I have concluded that a causal link between the
amount of the subsidy and material injury is not required to be established
before an affirmative final determination can be made by the Commission. In
other words, an analysis of the effect of the subsidy should not be
dispositive. The relationship of the level of net subsidy to material injury
is, at best, a non-specified factor that the Commission may consider at its

discretion under 771(7)(B) of the Act.

Cumulation

In each of the subject investigations, I have made my determination on a
case-by—-case basis and havé not cumuiated imports from more than one country.
The statute expressly.gives the Commission the discretion to consider imports
from all sources in making its injury analysis with respect to the imports
from a particular country. Section 771(7) of the Tariff Act of 1930 directs
the Commission to "evaluaté all relevant economic factors which have a bearing
on the state of the industry”. Further, both the Senate and House Peports
accompanying the Trade Agreements Act specifically note that the Commission is
to consider all factors and conditions of trade in the relevant industry. iﬁ/
Imports from all countries can and should be considered as part of the
conditions of trade in assessing the impact of imports from a particular
country on the domestic industry. The mere existence in the market of these
imports is plainly a "factor or condition of trade” that would bear on an

injury analysis conducted on a case-by-case basis.

18/ Sen Rept. at p. 57 and p. 88, H. Rept at p. 45.
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This analysis, however, is different from cumulation inasmuch as it does
not require the Commission to determine that imports from each country are a
contributing cause of material injury; nor does it result in a finding of
material injury with respect to imports from one country solely bv reason of
aggregating that country's imports with imports from other countries. PFRather,
imports from other countries are one éf many factors to be considered in the
market in determining whether imporﬁs from a particular country themselves are
a cause of material injury. 19/

“"Material injury"” means "harm which is not inconsequential, immaterial,
or unimportant”. 20/ According.to the statute, in making a final
determination of material injury pursuant to section 771(d), the Commission
shall consider, among other factors ——

(i) the volume of imports of the merchandise which is the
subject of the investigation,

(ii) the effect of imports of that merchandise on prices
in the United States for like products, and

(iii) the impact of imports of such merchandise on domestic
producers of like products. 19 U.S.C. § 1677(7)(b)
(Emphasis added).

According to the Senate Report, the significance of each factor affecting
the industry will depend on the facts of each case. Neither the presence nor
absence of any such factor necessarily gives decisive guidance with respect to

whether an industry is materially injured and the Commission has the

19/ The distinction between these two approaches should not be minimized.
Under the latter approach, the Commission's determination is made without
reliance upon the cumulative impact of imports subject to sequential
investigations, suspension agreements, or settlement agreements. A
case-by-case analysis will result in the Commission's final determinations
having the advantage of more stability and repose.

20/ Section 771(7)(A).
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discretion to decide what significance should be assigned to particular

factors. In deciding the weight to give to a particular factor, the
Commission should consider the conditions of trade, competition, and
development with respect to the industry concerned. 2&/ More specifically,
according to section 771(7)(C)(i),
“In evaluating the volume of imports of merchandise, the
Commission shall consider whether the volume of imports of the
merchandise, or any increase in that volume, either in absolute
terms or relative to production or consumption in the United States,

is significant” (19 U.S.C. § 1677(7)(C)).

The Senate Report points out that "for some industries an apparently small

volume of imports may cause harm that 1Is not inconsecuential (Fmphasis

added).” 22/

Whether a certain volume of imports is capable of causing harm which is
not inconsequential depends on the facts present in each investigation. For
example, a certain volume of imports in a market dominated by the domestic
industry may be incapable of causing material injury. However, that same
volume of imports in a market characterized by severe price competition from
several sources, both domestic and foreign, may be considered significant in
light of the conditions of trade in the industry, the nature of the Iindustry
itself, and the economic condition of the industry at the time that the
imports became a factor in the market. A relatively healtby industry facing
competition from only one foreign source may be in a position to withstand
certain lost sales. The same lost sales, however, may bave a more significant

impact on an industry which has not only lost these particular sales, bhut has

21/ S. Rept. at 88.
22/ 1d.
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also lost numerous additional sales to other unfairly traded imports. In
addition, the effect on prices that a certain volume of imports may have also
depends on the conditions of trade in existence at the time. Significant
price depression or suppression may occur in one set of circumstances whéreas
the same volume of imports priced at the same level may not have a significant
impact under a différent set of circumstances. Consequently, harm which mav
be inconsequential in one contex£ can be considered not inconsequential in
another context. Accordingly, the statute gives the Commission the discretion
to weigh all relevant factors in making its material injury determipation.
The Senate Report states:

« + o (J)udgments as to whether the facts in a psrticular
case actually support a finding of injury are for the Commission to
determine, subject to judicial review for substantial evidence on
the record.

Counsel for petitioners have argued that cumulation is warranted in these

investigations because the subject imports are fungible along product lipes,
compete on the basis of price; and they are indistinguishable once they enter
the U.S. market. These factors, among others, should be taken into
consideration as part of the conditions of trade which relate to the
'assessment of the impact of imports from a particular country on the domestic
industry. 1In these investigations involving certain carbon steel industries,
the record with respect to the conditions of trade has been sufficiently
developed and, consequently, I have made my determinations on a case-bv-casze
basis.

Applying the above principles to the cases currently before us, it is
evident that the domestic steel industries in their present distressed

condition are industries as to which even an apparently small volume of
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imports can have a significant adverse market effect. With respect to all six

products involved in these investigations, the industries can he characterized

by high fixed costs and relatively low variable costs, thereby reauiring
relatively high levels of capacity utilization and sales to cover those
costs. As capacity utilization decreases, average costs per unit rise at a
disproportionately steep rate. When capacity utilization is low, industry
profits are more adversely affected by lost sales. Any additional increment
of import volume or penetration may have a more severe effect under these
circumstances. In many of these cases, import penetration increased
significantly at a time when the domestic industry was experiencing its most
difficult problems.

I have made an affirmative determination in these investigations hecause
the record provides sufficient information to conclude that the levels of
imports from Spain are such that those imports are capable of causing material
injury in light of the conditions of trade which exist in these industries.
Whether or not these imports have in fact caused material injury also depends
on a more detailed analysis of the existence of underselling, price supression
or depression, lost sales, and other factors regarding the effect of these
imports on competition in the marketplace. The presence or ahsence of any of
these factors is not decisive. 23/ The weight to be given the presence or
absence of each factor is dependent on the facts of each case. When
information on the record supports a conclusion.of material injury by reason
of the imports from an individual country, thgre is no need to cumulate the
imports from several cbuntries while ignoring the impact, or lack thereof, of

imports from an individual country.

23/ Section 771(7)(E)(i).
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VIEWS OF COMMISSIONER PAULA STFRN

In these cases on imports from Spain, as in the other recent cases on
various carbon steel imports l/, my determinations have diverged from those of
my colleagues on the question of causality. All six product lines under
consideration here are experienciné severe'problems reflected in virtually all
the economic indicators examined in these investigations. The link bhetween
these difficulties and subsidized imports from Spain, however, varies by
product line.

I have presented in detail the general legal and analytical framework I
am utilizing to assess causality in my opinion in Certain Carbon Steel
Products from Belgium, France, Italy, Luxembourg, the United Kingdom and the

Federal Republic of Germany. 2/ I incorporate those views by reference in

l/ Certain Carbon Steel Products from Belgium, France, Italy, Luxembourg,
the United Kingdom, and the Federal Republic of Germany, Inv. Nos. 701-TA-Rf
to 701-TA-128 (numbers not inclusive); Carbon Steel Wire Rod from Belgium and
France, Inv. Nos. 701-TA-148 and 701-TA-150, Carbon Steel Wire Rod From Rrazil
and Trinidad and Tobago, Inv. Nos. 731-TA-113 and 731-TA-114.

2/ Id. My opinion in these cases appears at pages 1*-71* of USITC Pub. No.
1316 (November 1982). These cases were terminated by the Commission, despite
my dissent. I believe that the Commission did not have the legal authority to
terminate these cases. I found that action to be inconsistent with the public
interest and contrary to sound, responsible agency practice. On the latter
point, I note that termination of cases on the basis of settlements after the
Commission votes places the Commission's independent status in jeopardy as its
votes can become a part of the Executive Branch's negotiating process.

The Commission's final determinations in those carbon steel cases took
place at the time of the votes on October 15, 1982. According to the statute,
19 U.S.C. 1671d(d):

(d) Publication of notice of determinations - Whenever the
administering authority or the Commission makes a determination
under this section, it shall notify the petitioner, other parties to
the investigation, and the other agency of the determination and the
facts and conclusions of law upon which the determination is hased,
and it shall publish notice of its determination in the Federal
Register.

(Footnote continued)
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this opinion. .2/ My views on the general conditions of trade and competition
in the carbon steel industry are also set forth in that opinion. 4/ I have
considered these conditions in reaching my determinations in the cases under
consideration here.

In these views I would like to emphasize the need to consider the level
of subsidization in reaching a determination in cases brought under this
unfair trade statute. 5/ 6/ This point is brought into sharp focus in these
cases on imports from Spain because comparative purchase price data are not
available and thus a full analysis comparing the margin of subsidization with
the margin of underselling is not possible. Still, the magnitude of the

subsidization is relevant in assessing cauéality.

(Footnote continued)

The requests for withdrawal of the petitions and the settlement agreement were
not on the record of those investigations which closed at the time of the vote
and was not subsequently reopened. Thus, the Commission was legally bound to
issue its determination and transmit its views to the Commerce Department.

' I note that the sequence of events that occurred in those carbon steel
cases was without precedent. Prior to those cases, settlements of unfair
trade cases had consistently been made before the Commission's votes in line
with both the statute and the public interest. For my full views on this
matter see my memorandum, CO2-F-74, relative to Commission action jacket
GC-82-143, dated October 22, 1982.

3/ See in particular pages 1*-38* of that opinion which include discussion
of margins analysis, de minimis subsidies, circumstances for cumulation and
the meaning of lost sales. ITC Pub. No. 1316 (November 1982).

4/ See pages 54*-70% of that opinion. ITC Pub. No. 1316 (November 1982).

5/ I note that the sequence of the bifurcated administrative process
established by the Congress for countervailing duty cases supports the view
that the level of subsidization is relevant to the Commission's final
determination. As a matter of law, the Commission's final determination on
the injury question awaits the Commerce Department's final determination of
the margin of subsidization. If this final margin were irrelevant to the
Commission and we were to consider only "the imports' as some have suggested,
our final injury determination could just as well precede that of the Commerce
Department. This sequence, however, 1s precluded by the statute.

é/ That is not to say that the level of subsidization alone is dispositive.
It is one of a myriad factors which the Commission should consider in drawing
a final conclusion on the question of injury.
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In recent cases, I am increasingly struck by the danger of this statute
becoming a means of obtaining protection, albeit limited, from fair rather
than unfair competition. The Congress has established standards for relief
from fair competition which are considerably more stringent than those that
apply to unfair competition. Z/ Theories on causality which suggest that the
level of subsidization is irrelevant to the Commission's analysis of the
impact of "subsidized imports” on the domestic industry can lead to a
breakdown of the carefully constructed framework that Congress f/ has
established for providing protection consistent with the public interest and
U.S. international obligations.

An affirmative finding in any unfair trade case is premised on a finding
of potentially unfair trade, 2/ i.e., the existence of subsidization or less
than fair value imports. This very basic element was missing in a number of
recent cases before the Commission (and yet there were some affirmative
votes). 19/ Even when the subsidy level is not zero, as in the cases before
us here, its significance must still be examined to determine whether it --

the potentially unfair trade practice -- has resulted or is likely to result

Zj The standards for relief from fairly traded imports are set forth in
section 201 of the Trade Act of 1974. 1In a section 201 investigation, the
Commission must determine whether "an article is 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 . . . "
(emphasis added).

8/ The framework is part of international agreements negotiated over the
last thirty-five years under the General Agreement on Tariffs and Trade.

9/ It is unfair only if material injury or threat of material injury to a
U.S. industry results.

10/ In the following cases, Commerce made affirmative determinations despite
the fact that for most or all of the subject imports subsidies were evaluated
at zero:

Hot-rolled Stainless Steel Bar from Spain, Inv. No. 701-TA-176.
Cold-formed Stainless Steel Bar from Spain, Inv. No. 701-TA-177.
(Footnote continued)
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in volume or price effects. 11/ Only if this has occurred as a result of the
subsidy does the potential for material injury or threat of material injury
caused by the subsidized imports exist within the meaning of the statute.
This is clear from the legislative history. 1In pointing out that the

significance of various factors will differ from industry to industry, the

Senate noted:

Similarly, for ome type of product, price may be a
factor in making a decision as to which product to
purchase and a small price differential resulting from the
amount of the subsidy or the margin of dumping can be
decisive; for others the size of the differential may he
of lesser significance. 12/ (Emphasis added.) 13/

The Congress was concerned about price differences resulting frﬁm a
subsidy which could affect the condition of a doméstic industry, and s§ am T.
As a legal matter, the impact of the subsidy needs to be assessed on the bhasis
of the best information available in a particular case. That this task will
at times prove difficult pfovides neither an excuse nor legal justification
for us to avoid making an effort toward such assessment.

Though my position on this matter is taken strictly as a result of the

direction of the statute and the legislative history, I point out that it is

(Footnote continued)
Hot-rolled Carbon Steel Plate from Belgium and the FRG*, Inv. Nos.
701-TA-86 and 701-TA-93.
Hot-rolled Carbon Steel Sheet and Strip from the FRG*, Inv. No.
701-TA-101.
Cold-rolled carbon steel sheet and strip from the FRG*, Inv. Mo.
701-TA-109. i
Carbon Steel Structural Shapes from the FRG Inv. Nos. 701-TA-124 and
701-TA-121.
An asterisk indicates that subsidies on all the subject imports were evaluated
at zero by the Department of Commerce.
11 19 U.S.C. §.1677(7)(B)(i)=(ii).
12/ S. Rep. 96-249, 96th Cong., lst Sess. (1979) p. 8. See also pp. 57-58
and H. Rep. 96-317, 96th Cong., lst Sess. (1979) p. 46.
13/ In the carbon steel industries price is important and the products are
relatively fungible. Even here, however, other factors such as quality and
reliability of supplier do play a role. Thus, very small subsidies are

unlikely to affect the level of imports. 44
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also based on sound economic and public policy. 1In brief, if suhsidies have
no material influence on import prices or volume (as when the subsidy is very
small or when it is insignificant in relation to the margin by which the
foreign product undersells the U.S. product), corresponding countervailing
duties do not correct a problem. Instead, they impose a cost on the U.S.
economy and become a nuisance to trade. They result in American penalties for
foreign government intervention in-their economies even in those instances
where the intervention does not materially affect the competing U.S.
industry. From a public policy point of view, affirmative Commission findings
in cases where the potentially unfair practice itself has not been a cause of
injury to the domestic industry fosters a myopic public perception of the

factors necessary to strengthen U.S. competitiveness.
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The following are my views on the specific cases covered in these
investigations.

I. Hot-rolled carbon steel plate

1. Imports from Spain

Imports rose from 74,000 tons in 1979 to 110,000 tons in 1980 and then
fell to 99,000 tons in 198l. Imports in January-September 1982 amounted to
76,000 tons, 17 percent below the level for the same period of 1981. The
ratio of these imports to apparent U.S. consumption rose from 0.9 percent in
1979 to 1.3 percent in 1981. 1In the first three quarters of 1982 the market
share rose to 2.3 percent compared to 1.6 percent for the like period of
198L. 14/

2. Prices and Lost Sales 15/

Comparisons of delivered prices paid by purchasers for the subject import

and the domestic product are not available. 16 17/

14/ Report at A-28, A-30.

lS/ Lost sales lnformation presented in this opinion relates only to data
gathered in the final investigations. Lost sales information gathered in the
preliminary investigations is presented in the Report at A-45 to A-51.

16/ This point applies to all cases covered here. Therefore, I will not
discuss price data in subsequent product-line discussions.

17/ Some may argue that margins of underselling based on lost sales
information should be used as a substitute for purchase price comparisons.
Margins calculated on the basis of lost sales, however, generally have only
limited value. Purchase price data ideally provide a representative sample of
different transactions for both domestic and imported merchandise reported in
confidential responses to official Commission questionnaires. These data
include both domestic and imported prices in actual market transactions. In
contrast, lost sales information is gathered through telephone inquiries
concerning petitioners' allegations of purchases of imports in lieu of
domestic products. The sample is suggested by an interested party to the
investigation. Though it is sometimes possible to derive margins of
underselling based on lost sales conversations, these margins are often bhased
on the purchaser's recollection of the price of the imported product in a
given transaction in comparison with what the purchaser perceived to be the
prevailing domestic price at the time.
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0f 15 lost sales allegations checked, 5 were confirmed, all because of
price. Confirmed lost sales covered 0.2 percent of the subject sales.

Purchasers noted that Spanish prices were from $40.00-$120.00 per ton below

domestic prices.

3. Subsidy
The size of subsidies found on the subject steel product was 10.12

percent.

4, Determination

In light of the level of market penetration of imports of hot-rolled
carbon steel platé from Spain and other information on the record, in my
judgment thevfacts before us most clearly support an affirmative finding on
the basis of threat of material injury. The criteria suggested in the
legislative history of the Trade Agreements Act of 1979 for a finding of
threat are satisfied in this case. 18/

Import penetration is increasing and the rate of increase is
accelerating. These trends are likely to continue. Importers' inventories
are already substantial. Spanish raw steel capacity has been steadily

increasing and Spain has the capacity to generate increased exports. 12/ The

i§/ Sen. Rep. 96-249, 96th Cong., lst sess. (1979), pp. 88-89.
19/ Report at A-23 to A-26.
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United States is a likely market for increased Spanish production. Spanish
domestic consumption is depressed and Spain's access to another important
foreign market, the EC, is subject to restrictions. 22/ In 1979 Spain shipped
20% of its total exports of this product to the United States. Ry 1981 this
figure was 32.8%Z. The sizeable subsidy - 10.12 per cent-—provided to the sole
Spanish exporter of this product, Ensidesa, provides a competitive advantage
which assures a "real and imminent” increase in Spanish exports to the U.S.
market resulting in a further deterioration of the U.S. industry.

Given the current weakened state of the domestic industry, even a very
small additional increase in these imports would result in material injury.
Thus, I have further determined that the industry would have been materially
injured by reason of the subsidized imports but for the suspension of

liquidation of entries thereof. 21/

II. (Cold=-rolled carbon steel sheet

£

1. Imports from Spain

Imports fell from 48,000 tons in 1979 to &,000 tons in 1980, but then
increased to 62,000 tons in 198l. Imports in January-September 1982 amounted
to 48,000 tons, almost twice the level for the same period of 1981. The ratio
of imports from Spain to apparént U.S. consumption fell from 0.4 in 1978
percent to 0.1 percent in 1980, then rose to 0.4 percent in 1981. 1In the
first three quarters of 1982 the market share rose to 0.5 percent compared to

0.2 percent for the like period of 1981. 22/

20/ staff Report on Certain Steel from Belgium et al, Investigation Nos.
701-TA-86 - 128 (not inclusive), at pp. E2-E1l0.

21/ This additional finding is required by 19 USC §1671d(B)(4)(R), when a
finding of threat of material injury is made.

22/ Report at A-28, A-30.
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2. Prices and Lost Sales

Two lost sales allegations were checked, and both were confirmed,
principally because of price. In this particular case, the confirmed lost
sales covered a significant share, 10.7 percent, of the subject sales.
Purchasers indicated that Spanish prices were $80.00-$100.00 per ton below
domestic prices and that the price éap had recently widened.

3 Subsidy

The size of subsidies found on the subject steel product ranged from
10.12 to 38.25 percent. The weighted average subsidy was 30.54 percent. 2}/

4, Determination

Spanish imports taken alone are not sufficient to cause or threaten
material injury. During the entire period of this investigation, however,
subsidized imports, which I found to be injurious when cumulated, entered the
United States from France and Italy. gi/ The substantial Spanish subsidies
on this product, most at 38 percent, have been instrumental in enabling
Spanish producers to offer substantially lower prices to U.S. purchases as
confirmed in lost sales reports.

For an’affirmative finding of present injury, we are to judge whether
material injury occurred during the period of the investigation by reason of
the subsidized imports. During the entire period of this investigation

subsidized imports (not subject to countervailing duties or a settlement

gg/ Weighted average subsidies were obtained from calculations performed by
the Office of Investigations. See Confidential Memorandum INV-F-190.

gﬁ/ See my opinion in Certain Carbon Steel Products from Belgium et al.
published in USITC Pub. No. 1316 (November 1982).
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agreement) entered the U.S market from Spain, Italy and France. In light of
the imports from France and Italy and the large subsidy margins, I voted in

the affirmative in this case on imports from Spain.

III. Galvanized carbon steel sheet

1. Imports from Spain

Imports fell from 39,000 tons in 1979 to 24,000 tons in 1980 and again
fell in 1981 to 19,000 tons. In January-September 1982 imports amounted to
27,000 tons, compared to 7,000 tons for the same period of 1981. The ratio of
these imports from Spain to apparent U.S. consumption fell from 0.5 percent in
1979 to 0.3 percent in 198l. Imn the first three quarters of 1982 the market
share was to 0.6 percent compared to 0.l percent for the like period of
1981. 25/

2. Pricés and Lost Sales

Three lost sales allegations were checked and all three were confirmed,

principally bécause of price. Confirmed lost sales coveréd 9.2 percent of the
subject sales.

3. Subsidy

The size of subsidies found on the subject steel product ranged from 4.54
to 10.12 percent. Most sales benefitted from subsidies of 4.54 percent. The
weighted average subsidy was 5.71 percent.

4, Determination

The tiny presence of imports of galvanized sheet from Spain in the United
States market is simply'not enough to cause or threaten material injury.

Cumulation was not an issue in this case. Therefore, I found in the negative.

25/ Report at A-28, A-30.
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IV. Carbon steel structural shapes

1. Imports
Imports rose from 96,000 tons in 1979 to 174,000 tons in 1980 and 238,000

tons in 1981. Imports in January-September 1982 amounted to 149,000 tons, 30
percent below the level for the same period of 1981. The ratio of these
imports to apparent U.S. consumétion rose from 1.0 percent to 4.1 percent in
1981. In the first three quarters of 1982 the market share was 4.5 percent
compared to 4.6 percent for the like period of 1981. gﬁ/

2. Prices and Lost Sales

Of 10 lost sales allegations checked, 7 were confirmed, principally
because of price. Confirmed lost sales covered 0.2 percent of the subject
sales.

3. Subsidy

The size of spbsidies found on subject steel product ranged from 1l.64 to
10.12 percent. The weighted average subsidy was 7.31 percent.

4. Determination

I have determined that subsidized imports of structural shapes from Spain
are causing material injury to the domestic industry. The major
considerations in my determination include the significance of the subsidies

in maintaining the competitiveness of Spanish steel and the

26/ Report at A-28, A-30.
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level of current penetration by these imports. Moreover Spain has been
increasing the share of its total exports of this product to the United
States. In 1979 12 per cent of Spanish exports went to this country.
In 1981 this figure was 18 per cent. The EC is now considering a dumping
action against Spanish wide flange beams. gl/ Material injury to the U.S.
industry has already taken place and further injury is imminent without a
countervailing duty order.

On the question of the retroactive application of countervailing duties,
unlike my colleagues, I have voted in the affirmative. The difference in our
votes relates to a difference in interpretation of the facts on the record,
rather than to a difference Iin legal interpretation. I find the jump in
penetration of the U.S. market by imports from Spain during the period we are
concerned with here (March - June, 1982) to be unusual. Quarterly data
available show that for April-June 1982 Spanish penetration of the U.S.
market was 5.9 percent. This is the highest penetration level recorded for
that period in recent years. It also is a sharp increase from the previous
quarter's level of 3.7 percent. I believe that such an Iincrease is evidence
of actions by importers to avoid the bond and the possibility of

countervailing duties. Thus, an affirmative additional finding is warranted.

V. Hot-rolled carbon steel bar

1. Imports
Imports fell from 28,000 tons in 1979 to 24,000 tons in 1980, but then
increased to 34,000 tons in 1981. Imports in January-September 1982 amounted

to 18,000 tons, 31 percent below the level for the same period of 1981. The

27/ Metal Bulletin, June 29, 1982.
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ratio of these imports to apparent U.S. consumption rose from 0.4 percent in
1979 to 0.7 percent in 1981. 1In the first three quarters of 1982 the market

share rose to 0.8 percent compared to 0.7 percent for the like period of
1981. 28/

2. Prices and Lost Sales

One lost sale was alleged; but it could not bhe confirmed.
3. Subsidy
The size of subsidies found on the sﬁbject steel product ranged from 1.59
to 15.08 percent. The weighted average subsidy margin was 2.82 percent, but
nearly all imports entered benefitted f;om subsidies of either 1.59 percent or
1.74 percent. One producer, Pedro Orbegozo y Cia. S.A., was continued by

Commerce with no current subsidy margin.

4, Determination

My determination in this case was Iin the negative. Spanish exports to
the United States and Spanish U.S. market penetration are both small. Nearly
all Spanish imports benefit from only a small subsidy, ranging from 1.59 to
1.74 per cent. These imports have no significance in the market place. The
small subsidy is not sufficient to trigger increased import penetration by
Spain. Therefore, I find no present injury and no "real and imminent” threat

of injury to the domestic industry by these imports. 29/

28/ Report at A-29, A-31.

29/ In Certain Carbon Steel from Belgium et al. I voted affirmatively on
imports of hot-rolled carbon steel bar from the U. K. In that case
penetration of subsidized imports was higher and the level of subsidization
was meaningful. Imports from Spain have not contributed to a hammering
effect.

53



54

VI. Cold-formed carbon steel bar

1. Imports

Imports rose from 6,000 tons in 1979 to 17,000 tons in 1981. Imports in
*January-September 1982 amounted to 12,000 tons, the same level as for the same
period of 1981. The ratio of these imports to apparent U.S. consumption rose
from 0.3 percent in 1979 to 1.2 percent in 198l. 1In the first three quarters
of 1982 the market share rose to 1.6 percent compared to 1.1 percent for the

like period of 1981. 30/

2. Prices and Lost Sales

of li lost sales allegations checked, 4 were confirmed, principally

because of price. Confirmed lost sales covered 1.9 percent of the subject

sales.

3. Subsidy
Virtually all the subject steel product benefitted from subsidies of 1.56

percent. One producer, Pedro Orbegozo y Cia, S.A., was continued by Commerce

with no current subsidy.

4, Determination

I have found in the negative in this case. Spanish exports to the U.S.
are small as is import penetration. The subsidies provided to the largest
Spanish exporter amount to only 1.56 percent. These imports are not
significant in the market and the subsidy level is not sufficient to distort
trade patterns. Thus, there is neither presenf material injury nor a "real‘

and immenent” threat of such injury as a result of subsidized imports from

Spain.

30/ Report at A-29, A-31. o
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

Following preliminary determinations by the United States Department of
Commerce that there is a reasonahle basis to helieve or suspect that certain
benefits which constitute subsidies within the meaning of section 701 of the
Tariff Act of 1930 (19 U.S.C. § 1A71) are heing provided in Spain to
manufacturers, producers, or exporters of certain carbon steel products,
the United States Tnternational Trade Commission, effective August 25, 1587,
instituted the following investigations under section 705(h) of the act (19
U.S.C. & 1671d(h)) to determine whether an industry in the United States is
materially injured, or is threatened with material injury, or the establish-
ment of an industry in the Un‘ted States is materially retarded, hy reason of
imports from Spain of the specified merchandise:

Product Investigation No.
Hot-rolled carbon steel plate-———-—-—--- 701-TA-155 (Final)
Cold-rolled carbhon steel sheet—=======—= 701-TA-157 (Final)
Galvanized carbon steel sheet—--—-——————- 701-TA-158 (Final)
Carkon steel structural shapes——————-- 701-TA-159 (Final)
Hot-rolled carbon steel bar—-————————=- 701-TA-160 (Final)
Cold-formed carbon steel bar—————————- 701-TA-162 (Final)

Effective November 15, 1982, the Department of Commerce made affirmative
final countervailing duty determinations concerning imports of all of the
above-cited products from Spain. Critical circumstances, pursuant to section
703(eY(1) of the Tariff Act of 1930, were found with respect to imports of
carbon steel structural shapes. 1/

Notice of the institution of the Commission's investigations and of a
public hearing to be held in connection therewith was given hy 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 September 15, 1982 (47 F.R. 40725). The hearing was held in
Washington, D.C., on November 9, 1082._g/ The briefing and votes in the
investigations were held on December 7, 1982.

The applicable statute directs that the Commission make its
determinations in these investigations hefore the latter of--

(A) the 120th day after the day on which the administering
authority (Commerce) makes its affirmative preliminary subsidy
determination, or

(B) the 45th day after the day on which the administering
authority makes its affirmative final subsidy determination.

1/ A copy of Commerce's final determinations, as published in the Federal
Register of Nov. 15, 1982 (47 F.R. 51438), is presented in app. A.

Z/ A copy of the Commission's notice and a list of witnesses appear%gh at
the hearing are presented in app. B. )
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Background and Discussion of Report Format

On January 11, 1987, netitions were filed with the Department of Commerce
by 7 U.S. steel producers 1/ alleging that imports of certain steel products
from 11 countries—-Belgium, Brazil, France, Italy, Luxemhourg, the
Netherlands, Romania, the United Kingdom, West Germanvy, Spain, and the
Republic of South Africa (South Africa)--were heing subsidized by their
respective Govermments (countervailing duty petitions) and/or sold in the
United States at less than fair value (LTFV) (antidumping petitions). On the
basis of the petitions, the Department of Commerce instituted countervailing
duty and/or antidumping investigatfons to determine whether such merchandise
from the 11 cited countries was being subsidized and/or sold at LTFV. 2/

With respect to imports of certain steel products from the first 10
countries cited above, the Commission instituted and conducted preliminary
countervailing duty and/or antidumping investigations under sections 701(a)
and 733(a), respectively, of the Tariff Act of 1930 to determine whether there
is a reasonahle indication that an industry in the United States {s materiallv
injured, or is threatened with material iniury, or the establishment of an
industry in the United States is materia’ly retarded, hv reason of imports of
such merchandise. 2] A summary of the current status (as of Nov. 30, 1982) of
each of these cases which involve the products covered by the instant
investigations is presented in appendix D. The Commission did not institute
investigations on products from South Africa since that country has not signed
the Agreement on Interpretation and Application of Articles VI, XVI, and XXIII
of the General Agreement on Tariffs and Trade (CATT) {(GATT Subsidies Code) and
is, therefore, not considered a "country under the Agreement” and is not
entitled to an injury determination by the Commission.

This report is designed to be used in conjunction with the staff reports
to the Commission in the following recent investigations concerning imports of

1/ United States Steel Corp. (U.S. Steel), Bethlehem Steel Corp. (Bethlehem),
Republic Steel Corp. (Republic), Inland Steel Co. (Inland), Jonmes & Laughlin
Steel, Inc. (J&L), National Steel Corp. (Mational), and Cyclops Corp.
(Cyclops).

E/ On May 7, 1982, petitions were filed with the Commission and the
Department of Commerce by U.S. Steel alleging that imports of certain carbon
steel products from the Republic of Korea (Korea) were being subsidized by the
Government of that country. Accordingly, the Commission instituted and
conducted preliminary countervailing duty investigations under sec. 701(a) of
the Tariff Act of 1920 to determine whether there is a reasonable indication
that an industrv in the United States is materially inijured, or is threatened
with material injury, or the establishment of an an industry in the United
States is materially retarded, by reason of imports of such merchandise.
Commerce made preliminary affirmative countervailing duty determinations
involving imports of those allegedly subsidized products from Korea on Oct. %,
1982. The scheduled date of Commerce's final determinations is Dec. 20, 1982.

‘2/ A copy of the Commission's determinations in fts preliminarv counter-
vailing duty investigations involving imports of certain steel products from
Spain is shown in app. C. The Commission’'s determinations in these
investigations were made following Spain's becoming a "country under the A-2
Agreement.”



certain steel products:

(1) Staff report to the Commission, dated February 12, 1982,
entitled "Certain Steel Products from Belgium, Brazil, France,
Italv, Luxembourg, the Netherlands, Romania, the United Kingdom,
and West Germany.” This report is hereafter referred to as the
February report.

(2) Prehearing report to the Commission, dated August 16, 1982,
entitled "Certain Carbon Steel Products from Belgium, Brazil,
France, Italy, Luxembourg, the letherlands, the Un*ted Kingdom,
and the Federal Republic of Germany.” This staff report is
hereafter referred to as the August report.

(3) Staff report to the Commission, dated September 23, 1982,
entitled "Certain Carbon Steel Products from Belgium, France,
Italy, Luxembourg, the United Kingdom, and the Federal Republic
of Germany.” This report is hereafter referred to as the
September report.

Part I in all three of the cited staff reports contained general
information on U.S. and foreign steel operations, as well as some summary
information on tbe specific products covered by the investigations. Parts II
through X in the February report (pts. II through VII in the August report,
and pts. II through VI in the September report) presented detailed information
on each of the products under investigation.

The three cited staff reports are extensive, and much information
contained therein is not repeated in this report. For example, the prior
reports have sections in part I dealing with the steelmaking process; Western
European and other foreign producers (other than Spain); channels of
distribution; transportation costs; general information on U.S. producers,
including their overall financial experience, capital expenditures, and
research and development costs; and general information on pricing. Parts
dealing with each of the products under Investigation contain detailed
sections onr descriptions and uses of each product, tariff treatment, U.S.
producers, importers, imports from countries other than Spain, and the ratio
of such imports tc apparent U.S. consumption and producers' shipments.
Finally, the prior reports contain appendixes on the Trigger-Price Mechanism
and the Davignon Plan.

For the specific carbon steel products from Spain herein under
investigation, the following tabulation shows the most current information
previnusly presented in the three cited reports:

Product Report
Plate- -— ——————————— September (pt. II)
Cold-rolled sheet————=——————=—-= September (pt. IV)
Galvanized sheet———=—=——————-- February (pt. V)
Structural shapes-—=——=——=——-—- September (pt. V)
Hot-rolled bar-—-—-—-——-———=--——- September (pt. VI)

Cold-formed bar—- - August (pt. VII) A-3
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Nature and Extent of Subsidies

The Department of Commerce publigshed its final countervailing duty

determinations on the products subject to these investigations in the Federal

Register of November 15, 1982. The prnerams that were found to confer

benefits which constitute subsidies, based on an examination of those programs
during 1981, were preferential loans (short-, medium-, and long-term), capital
infusions, and cash grants. The complete text of Commerce's determinations is

presented in appendix A.

As indicated previously, critical circumstances were found with respect

to imports from Spain of carbon steel structural shapes. Accordingly,

suspension of liquidation of import entries of such merchandise is retroactive
to June 1, 1982 (90 days prior to the suspension of liquidation for the other

products on Aug. 30, 1982). 1/ Commerce determined that critical

circumstances do nut exist with respect to imports from Spain of the other

carhon steel products under investigation.

The subsidy determinations, which were made on a company-specific bhasis,

ara shoun ‘n the following tabulation (in percent ad valorem):

Empresa Nacional Siderurgica, S.A. 1/2/3/4/========e=-
Altos Hornos Ael Mediterraneo, S.A.fZT'—'—
Altos Hornos de Vizcaya, S.A. 3/
Jose Maria Aristrain, S.A. 4/
Industrias del Besos, S.A. 5/
Tuyper, S.A. 5/
Forjas Alavesas, S.A. 5/6/-
S.A. fchevarria 5/5/ -
All other manufacturers, producers, and exporters:
Hot-rolled carbon steel plate-
Cold-rolled carbon steel sheet -
Galvanized carbon steel sheet-
Carbon steel structural shapes
Hot-rolled carbon steel bar- -
Cold=-formed carbon steel bar -

1/ Hot-rolled carbon steel plate.
2/ Cold-rolled carbon steel sheet.
3/ Galvanized carhon steel sheet.
4/ Carbon steel structural shapes.
5/ Hot-rolled carhon steel bar.

6/ Cold-formed carhon steel bar.

One producer and/or exporter of hot-rolled carbon steel bar and cold-
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formed carbon steel bar, Pedro Orhbegozo y Cia., S.A., was found to have

received no suhsidies during the period of Commerce's investigation.

1/ Commerce stated that, "We have further finally determined

£
steel structural shapes benefited from Privileged Circuit Export

tthich are an export subsidy . . . fnconsistent with the Sudsidies
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Commerce did not exclude this firm from its affirmative countervailing duty
determinations, "hecause of its financial condition and its past participation
in certain programs known to convey countervailable benefits.”

The Products

The products covered ir these investigations are as follows: Hot-rolled
carbon steel plate, provided for in items $07.6615, 607.9400, 508.0710, and
608.1100 of the Tariff Schedules of the United States Annotated (TSUSA);
cold-rolled carbon steel sheet, provided for in TSUSA items 607.8320 and
507.8344; galvanized carbon steel sheet, provided for in TSUSA items 608.0710,
608.0730, A08.1100, and 508.1200; carbon steel structural shapes, provided for
in TSUSA items 609.8005, 609.8015, 609.8035, 609.8041, and 609.8045;
hot-rolled carbon steel har, provided for ian TSUSA ‘tems 606.8310, 506.8330,
and 606.8350; and cold-formed carbon steel bar, provided for in TSUSA items
$05.8805 and 606.8815. 1/

All of the above products are produced in rollirg mills by passing
semifinished steel products through a series of grooved or reducing rolls. A
discussion of the steelmaking process and the relative importance of these
products compared with all carbon steel and/or alloy steel products was
presented in part I of the previously cited staff reports. Detailed
descriptions of the specific products herein under investigation an-
discussions of their methods of production, principal markets, and U.S. tariff
treatment were presented in parts II through X of the February report (pts. II
through VII in the August report, and pts. II through VI in the September
report) in the sections entitled "The Product.”

U.S. Producers

There are about 100 firms in the United States that produce, or are
capable of producing, one or more of the steel products covered hy these
investigations. Table 1 shows the principal producers of each product and
each firm's share of aggregate U.S. producers' shipments (as reported ty the
American Iron & Steel Institute (AISI)) of that product in 1281. The seven
largest domestic producers of raw steel, Z/ which together account for about
75 percent of total U.S. production of raw steel, also accounted for 70
percent or more of total U.S. producers' shipments of hot-rolled plate,
cold-rolled sheet, galvanized sheet, structural shapes, and hot-rolled bar.
Hovever, these seven firms supplied less than 30 percent of aggregate U.S.
producers' shipments of cold-formed carbon steel bar in 1981.

1/ For the Department of Commerce's description of the merchandise which is
the subject of its investigations, see pp. A-67 and A-68 in app. A. The
definitions of cold-rolled carbon steel sheet and galvanized carbon steel
sheet include some products classified as "plate” in the TSUSA.

2/ U.S. Steel, Bethlehem, LTV Corp. (which owns J&L), National, Republic,
Inland, and Armco, Inc. (Armco).
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Table 1l.--Certain carbon steel products: Principal U.S. producers, 1981

(In percent)

.

Share of total U.S. producers’ shipments
(as reported by AISI) in 1981

Firm ‘Hot-rolled :Cold-rolled :Galvanized: Carbon :Hot-rolled: Cold-
: :carbon steel: carbon : steel : carbon : formed
carbon
: : sheet : steel :structural: steel : carbon
steel plate
: : and strip : sheet : shapes : bar : steel bar
* % % . - - - - dedek o -
* ko : - - - - - ool
* R . Rkh ARk . T L hekh Rt o -
k ® A -3 -2 - kkk . hkdk o -
* x : - - - - - okl
x k& . LT Rik o Rk kR o FTT I -
* k& : - - - - -t foladed
* x % : kk - - Rk kk -
* k * : - - - k. FET I -
* Kk * . - - - *hk FTT ik
* ok . - xhe . hRk o - - -
X k * - kA o - - - - -
* Ak ke : Rk o Akt o hkk kAR o Adk -
* ko . kkk o kR . . - - T -
LIRS : khk o dekk . rkk o Rk . Rk . *edk
* * . - - - - k. -
* * . khh kR . - - - . -
* * . - - - - . rhk . -
* % . kR . - - - ke . -
* Ao : - - - - - bkl
* kA : LT - - - - -
* koA : - - - -3 - *kk
* % % N T T RR o Py T - - -
* * * . - - - kR, Ahk o -
* Ak ke . Ak . - - - - -
* ok t - - - ] - ok &
* Kk . heRk k% . AR . - XTI R
* ko : - -3 - - b -
* k A . - ARk . - - - -
* k% : - - - -3 - k%
* Kk e . - - - - - T
* k . khk . kkk khk . xk% E2 1 -
Concentration ratios: : : : : :
Four largest producers : : : : : :
shown above==—===—- - 72.6 : 48.7 : 54.4 : 78.9 : 66.9 : 47.9
Seven largest U.S. raw : : : : : :
steel producers 2/ ] 81.1 : 70.2 : 71.4 : 73.2 ¢ 74.3 29.3
1/ less than 0.05 percent.
Z/ Armco, Bethlehem, Inland, J&L, National, Republic, and U.S. Steel.
Source: Compiled from data submitted in response to questionnaires of the U.S. International

Trade Commission and from data of the American Iron & Steel.Institute.
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U.S. Importers

The net importer file maintained by the U.S. Customs Service identifies
about 100 firms that import from Spain one or more of the steel products
suhject to these investigations. Table 2 shows the principal importers of
such merchandise from Spain, by products, during October 1980-July 1982. Some
of the largest importers are trading companies that deal in a variety of steel
products from a number of countries. At least five importers shown in table 2,
(* * *) are wholly or partly owned by firms in Spain, and several other
importers are owned by or affiliated with firms in other foreign countries.

Apparent U.S. Consumption

Apparent U.S. consumption of the carhbon steel mill products subject to
these investigations during 1978-81, January-September 1981, and .January-
September 1982 is shown in table 3. Consumption of most of these products
declined moderately in 1979, fell more sharply in 1980, and then increased in
1981. However, apparent consumption of all of the products again dropped
sharply in Jannary-September 1982 compared with consumption in the
corresponding period of 1981, as indicated in the following tabulation (in
percent):

Decrease in

Item consumption
Hot-rolled plate-—=—===—==—=——=== 44
Cold-rolled sheet-—==—==m————n-- 24
Galvanized sheet- 15
Structural shapes—————==—————-—= 28
Hot-rolled bar--- 34
Cold-formed bar- —-—- 35

Consideration of Material Injury to an Industrv in the United States

U.S. production, capacity, capacity utilization, shipments, exports, and
producers’' inventories

For each of the steel products covered by these investigations, table 4
shows data reported by domestic producers in response to the Commission's
questionnaires on their production, capacity, capacity utilization, total
shipments, export shipments, and end-of-period inventories during 1978-81,
January-September 1981, and January-September 1982. l/ In general, the
trends among the various products were similar during the period covered.
Production, capacity utilization, and producers' shipments fell very sharp’'y
in January-September 1982 compared with the corresponding economic indicators
in January-September 198l; capacity generally remained unchanged, and
producers' end-of-period inventories decreased.

1/ Table 3 shows aggregate U.S. producers' shipments (as reported by the
AISI) and total U.S. exports (as reported hy the U.S. Department of Commerce)
of each of these products during those periods. AT
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Tahle 2.~=Certain carbon steel products from Spain: Principal U.S. importers, by products,
October 1980-July 1982

N Products imported
:Hot-rolled:Cold-rolled:Galvanized: Carbon :Hot-rolled: Cold-

Item ¢ carbon : carbon : carbon : steel : carbon : formed
steel : steel : steel :structural: steel : carbon
plate : sheet : sheet : shapes : bar : steel bar

Firm: :

* k - . X X

* & R X X X : X

* * % . X . e

* Kk & : : : X X

* x . X

* Kk * X : X

* k% . . X

* k% : . X X

* ko . X . X . X

* ok * X .

x Kk . X . .

* Kk ok . X

* % % . x x . v

* ok X X X X

kA A . X

* ok ok : X X X

* R - X

* k% X X X

* % X X

* Rk A X

* * x . x .

* Kk e . X . X

* % X

x ook X :

* ok X :

* * o : : : X : X X

* ko : X : : X
Imports by above firmg-———--tons--: 167,186 : 106,005 : 51,259 : 288,656 : 38,964 : 28,059
Total U.S. imports==——=——===- ~do==——=-: 211,342 : 110,057 : 50,508 : 409,208 : 57,232 : 28,239
Total number of importing firms~—-: 31 : 13 : 12 62 : 17 10

Source: Compiled from data obtained from the U.S. Department of Commerce.
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Table 3.—Certain carbon steel products:

A-9

U.S. producers'

shipments, imports

for consumption, exports of domestically produced merchandise, and apparent
U.S. consumption, by products, 1978-81l, January—-September 1981, and January-

September 1982

: Apparent : Ratio of
Product and HE : : : imports to—-
period :Shlpments: Imports . Exports con§ump- o
- tion Shlpments :sumption
Hot-rolled carbon : -----—---——-1,000 short tons—---—------ : ———-Percent-—---
steel plate: : : : : :
1978 -: 6,588 :1/ 1,982 : 118 ¢ 8,452 : 30.1 : 23.4
1979 : 6,803 : 1,252 : 169 : 7,886 : 18.4 : 15.9
1980~ -: 6,242 : 1,571 : 162 : 7,651 : 25.2 : 20.5
1981~ : 5,772 :2/ 1,827 : 169 : 7,430 : 31.7 24.6
Jan.-Sept .~ : T : : : :
1981 = ==—mmm—————: 4,577 :2/ 1,425 : 132 5,870 : 31.1 : 24.3
1982-~———————==: 2,461 : 910 : 58 : 3,313 : 37.0 : 27.5
Cold-rolled carbon : : : :
steel sheet: : : : : :
1978 : 17,235 3,123 : 101 : 20,257 : 18.1 15.4
1979 -: 16,616 : 2,322 : 77 : 18,861 : 14.0 12.3
1980 : 12,745 1,415 : 100 : 14,060 : 11.1 10.1
1981 -: 13,748 : 1,546 : 46 : 15,248 : 11.2 10.1
Jan.-Sept.-- : : : : : :
1981-=—=====——-: 11,118 : 988 : 38 : 12,068 : 8.9 : 8.2
1982-=———m—: 8,023 : 1,132 : 17 : 9,138 : 14.1 : 12.4
Galvanized carbon : :
steel sheet: : : : :
1978 -3 6,414 : 2,313 : 54 8,673 : 36.1 26.7
1979~ : 6,300 : 2,139 : 41 8,398 : 34.0 25.5
1980 -: 5,167 : 1,350 : 36 : 6,481 : 26.1 20.8
1981~ : 5,802 : 1,304 : 50 : 7,056 : 22.5 18.5
Jan.-Sept .—— : : : : :
1981-—————————m: 4,672 : 864 : 41 : 5,495 : 18.5 15.7
1982-—~—~—=—==-: 3,846 : 856 : 15 : 4,687 : 22.3 18.3
Carbon steel struc—: :
tural shapes: : : : :
1978- : 4,057 : 1,771 : 103 : 5,725 : 43.7 30.6
1979 - 4,515 : 1,850 : 126 : 6,239 : 41.0 29.7
1980 : 4,121 : 1,725 : 120 : 5,726 : 41.9 30.1
1981 - 3,962 : 1,959 : 107 : 5,814 : 49.4 33,7
Jan.-Sept.—- : : : : :
1981—————-————~-: 3,178 1,539 : 88 : 4,629 : 48.4 33.2
1982—==—=mmmmm—t 2,184 : 1,183 : 37 : 3,330 : 54.2 35.5

See footnotes at end of table.



Table 3.-——Certain carhon steel products:

A-10

U.S. producers' shipments, imports

for consumption, exports of domestically produced merchandise, and apparent
U.S. consumption, by products, 1978-81, January-September 1981, and January-
September 1982--Continued

orod 4 . : . f Apparent : . Ratio of -
oduct an .Shipments. Imports . Exports | consump— 1mport? £
period : : : : HE : Con-
tion Shipments’
: :sumption
Hot-rolled carbon : -=-=—==—==—-——=1,000 short tons - -Percent———--
steel bar: : : : : : :
1978 - 6,150 : 587 : 42 6,695 : 9.5 : 8.8
1979 : 5,875 : 438 68 6,245 : 7.5 : 7.0
1980 - 4,023 356 : 81 : 4,298 : 8.8 : 8.3
1981~ : 4,204 405 : 91 : 4,518 : 9.6 : 9.0
Jan.-Sept .=~ : : : : : :
19 8l-———mm 3,353 : 302 : 53 : 3,602 : 9.0 : 8.4
1982-—==——mmmm— 2,176 : 237 25 2,388 : 10.9 : 9.9
Cold-formed carbon : : ,
steel bar: : : : : :
1978 : 1,691 : 141 : 18 : 1,814 8.3 : 7.8
1979 - 1,816 : 95 : 15 : 1,896 : 5.2 : 5.0
1980 : 1,253 : 86 : 12 : 1,327 6.9 : 6.5
1981 - 1,298 : 131 9 : 1,420 : 10.1 : 9.2
Jan.-Sept.~- : : : : : :
1981-===—mmm—m—=: 1,030 : 95 : 6 : 1,119 : 9.2 : 8.
1982—=—mmmem ey 651 : 85 : 4 732 : 13.1 : 11.6

lf Ad justed to exclude 167,500 tons of slab greater than 6 inches in

thickness imported from Poland.

2/ Ad justed to exclude 13,600 tons of slab greater than 6 inches in
thickness imported from Belgium/Luxembourg.

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.

A-10



A-11

Tahle 4.-—Certain carbon steel products:

practical capacity,_l/ capacity uti'ization, sh*pments, exports, and

U.S. producers' reported production,

end-o f-period inventories, by products, 1978-81, January-September 1981, and
January-Septemher 1982

: Capacitv: Shipments ¢ End-of-
Product and Pro- : Ca i : cyel : period
) X Capacity util s
period : duction : Y atton | Total Export 3 ¢ inven-
: : : : tories
Hot-rolled carbon : -1,000 short tons-— : Percent : —-—--=-1,000 short tons————-
steel plate: : : : : :
1978 -: 6,136 : 9,647 : 63.6 : 65,080 : 40 308
1979~ : 6,651 10,404 : 63.9 : 6,623 : 62 321
1980 -1 6,113 : 9,881 : 61.9 : 6,133 : 104 : 292
11781~ : 5,890 : 9,632 : 61.2 : 5,537 : 84 263
Jan.-Sept .—— : : : :
1981 - === 4,057 : 6,407 : 63.3 : 4,062 55 ¢ 225
1982 ——==——m—mm— 2,093 : 6,407 : 32.7 : 2,115 : 20 : 146
Cold-rolled carbon : : :
steel sheet: 2/: : : : :
1978~ : 13,206 : 15,595 : 84.7 : 13,102 : 33 878
1979 -: 13,359 : 16,717 : 79.9 : 13,480 : 19 : 757
1980 : 10,416 : 16,073 : A4.8 : 10,399 : 50 : 775
1981 -: 11,317 : 16,049 : 70.5 : 11,258 : 32 847
Jan.-Sept.-- : : : : : :
1981-———=——m=—=: 9,240 : 12,037 : 76.8 : 2,178 : 23 : 816
1982 —m ey A274 12,037 : 52.1 : 6,367 : 4 570
Galvanized carbon : :
steel sheet: : : : : :
1978 - 4,530 : 6,229 : 72.7 : 4,519 29 : 333
1979 ————mmmm et 4,698 6,673 : 70.4 4,646 : 24 377
1980 - 3,749 6,310 : 59.4 : 3,766 : 11 349
108] - 4,400 : 6,726 70.7 : 4,291 13 : 450
Jan.-Sept .=~ : : :
108l -———mmm 3,66h : 4,670 78.5 3,588 : 11 : 434
1982—=————=—m—— : 2,843 : 4,670 : 60.9 2,866 : 5 : 343
Carbon steel struc-: : : :
tural shapes: : : : :
1978~ : 2,971 : 65,466 61 .4 3,986 65 : 256
1979 -: 4,339 : 6,616 : 65.6 4,351 : 57 233
1980 : 4,050 : 6,492 : 62.4 4,032 : 71 : 253
1981 -: 3,937 : 6,436 : 61.2 3,904 : 48 : 279
Jan.-Sept.—— : : : : :
1981-—————————-: 2,933 4,716 : 62.2 2,925 . 43 245
1982—————m e 1,935 : 4,716 41.0 1,851 : 14 226

See footnotes at end of tabhle.
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Table 4.—Certain carbon steel products: U.S. producers' reported production,
practical capacity, l/ capacity utilization, shipments, exports, and
end-o f-period inventories, by products, 1978-8l, January-September 1981, and
January-September 1982--Continued

: ' ca ity Shi . : End-of-
Product and : Pro- : , : péc 7, ipments : period
. Capacity utili- -
period : duction : : X : : : inven-
. zation | Total | Exports | -
: : : tories

Hot-rolled carbon : -1,000 short tons— : Percent : —-——=-1,000 short tons———=—-=
steel bar: : : : : : :

1978 -: 5,680 : 8,h14 : 65.9 5,581 : 63 : 385
1979 : 6,174 : 9,128 : 67.6 : 6,217 : 78 : 355
1980 - 4,464 : 8,713 : 51.2 : 4,471 : 173 : 333
1981~ : 4,765 ¢+ 8,823 : 54,0 : 4,738 : 129 : 321
Jan.-Sept .~— : : : : : :
1981-—————————m: 3,268 : 5,832 : 56.0 : 3,263 : 49 303
1982~———=—mmmm 2,011 : 5,849 : 34.4 1,987 : 12 1225
Cold-formed carbon : : ‘ : : : :
steel bar: : : : : :
1978 : 1,255 : 1,918 : 65.4 : 1,255 : 4 140
1979 -3 1,333 : 2,016 : 66.1 : 1,343 : 6 : 156
1980 : 946 : 2,026 : 46.7 995 : 7 : 129
1981 - 1,044 2,300 : 45.4 1,029 : 6 : 141
Jan.-Sept.-- . : : : : :
1981 3/-—==—===: 419 : 632 : 66.3 : 393 : 1: 56
1982 3/ -———=-: 307 : 721 : 42.6 : 302 : 0 : 66

1/ Capacity shown for the January-September periods is 75 percent of the
annual reported capacity as of Sept. 30.

2/ Includes operations on strip.

3/ Because of the limited number of producers supplying information, the
data are not entirely comparable with annual data shown for 1978-81.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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U.S. employment, wages, and productivity

Table 5 shows, for 1978-81, January-September 1981, and January-September
1982, the average number of total employees and the average number of, and
hours worked by, all production and related workers in U.S. establishments in
which each of the steel products covered in these investigations was
produced. The table also shows the average number of production and related
workers engaged specifically in producing each subject product, the hours
worked by such employees, and their productivity. Wages and total
compensation paid to production and related workers in establishments
producing the subject products and unit labor costs in the production of such
items are shown in table 6. Employment of, hours worked by, and wages paid to
production and related workers engaged in producing each of the steel procducts
under investigation during January-September 1982 tended to follow changes in
U.S. production and shipments of those products; that is, such indicators fell
substantially from levels prevailing in the corresponding period of 1981.

Financial experience of U.S. producers

Profit-and-loss data relative to 17 U.S. steel producers' 1/ overall
corporate operations for accounting years 1978-81 are shown in table 7. Net
sales of all products rose irregularly from $44.1 billion in 1978 to a peak of
$55.2 billion in 1981. 1In the aggregate, the proportion of these firms'
overall corporate sales revenue derived from the sale of various types of
steel products declined from 75 percent in 1978 to 69 percent in 1980, but
then increased to 72 percent in 1981.

Net sales of all steel products by the 17 producers increased irregularly
from $33.3 billion in 1978 to $39.5 billion in 1981 (table 8). Operating
profit on steel operations for these frms declined from $1.7 hillion in 1978
to $723 million in 1980, and then rose to $1.6 billion in 1981. The ratio of
operating profit to net sales dropped from 5.0 percent in 1978 to 2.0 percent
in 1980, and then doubled to 4.1 percent in 1981; the ratio of operating
profit to identifiable assets followed the same trend. Capital expenditures
for steel-related projects increased from $1.8 hillion in 1978 to $2.4 billion
in 1980, and then slipped to $2.1 billion in 1981. One firm reported
operating losses in 1978, two firms reported losses in 1979 and 1980, and one
firm did so in 1981.

1/ These 17 producers accounted for an estimated 82 percent of raw steel
production in the United States in 1980. Data for 1981 are for 16 producers;
data were not available for 1 firm currently operating uander ch. XI of the
Federal Bankruptcy Act.
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Table 5.-—Average number of employees, total and production and related
workers, in U.S. establishments producing certain carbon steel products, hours
paid 1/ for the latter, and labor productivity, by products, 1978-81, January-
September 1981, and January-September 1982

.
.

Hours paid for

Employment production and
P : Production and related workers Labor
roduct and . . . - .
period : All related Yorkers producing- : proquc-
: : producing—-- : . : tivity
. Persoms o Pject : Ll Subject
] A
: : products : product : products : product :
: . : Tons
Hot-rolled carbon : : =—=—-Thousand s===- :per hour
steel plate: : : : : :
1978~ -: 160,761 : 134,868 : 19,177 : 278,353 : 39,119 : 0.1564
1979- :+ 179,131 : 149,083 : 20,625 : 304,976 : 41,806 : <1577
1980 . -: 147,360 : 121,025 : 19,758 : 238,302 : 38,726 : .1565
1981~ : 144,830 : 119,999 : 18,378 : 238,343 : 36,527 : .1596
© Jan.=Sept .~ : : : : S e
1981 - === :+ 142,196 : 123,483 : 16,455 : 186,532 : 25,373 : .1582
1982-=—==m—mm : 107,232 : 90,776 : 9,198 : 132,116 : 13,759 : .1500
Cold-rolled carbon : : : : :
steel sheet: 2/: : : : : :
1978 : 200,111 : 170,957 : 37,632 : 350,195 : 77,220 : .1692
1979~ -: 218,673 : 185,113 : 39,223 : 375,457 : 80,023 : .163%8
19 80~ :+ 186,396 : 155,664 : 32,050 : 303,557 : 62,874 : 1627
1981 -: 192,070 : 162,176 : 35,303 : 317,954 : 70,071 : .1588
Jan.-Sept.-- : : : : : :
1981-——=====—=-: 199,644 : 172,193 : 38,005 : 257,930 : 57,589 : .1588
1982-=—=mmmmm——: 147,496 : 123,337 : 28,440 : 178,193 : 41,882 : .1485
Galvanized carbon : : : : :
steel sheet: 3/: : : : : :
1978 -: 174,049 : 148,821 : 13,123 : 304,678 : 26,475 : .1654
1979- ¢ 194,005 : 164,433 : 13,883 : 333,511 : 27,652 : .1647
1980~ -: 164,190 : 137,014 : 12,046 : 267,232 : 23,209 : .1568
1981~ : 167,624 @ 141,245 : 13,919 : 276,726 : 27,107 : .1567
Jan.-Sept .—- : : : : : :
198l - ——======—=: 174,749 : 150,959 : 16,900 : 226,139 : 25,414 : 1442
1982-==—=====-: 129,090 : 108,222 : 13,684 : 155,578 : 19,760 : <1439
Carbon steel struc-: : : : :
tural shapes: : : o : :
1978 : 107,171 : 94,410 : 11,738 : 196,200 : 23,865 : .1664
19753 - 124,317 : 107,947 : 13,444 : 237,712 : 28,019 : .1549
1980~ :+ 109,133 : 94,478 : 12,861 : 190,254 : 25,574 : .1584
1581 -: 103,607 : 89,462 : 12,304 : 181,901 : 24,644 : .1598
Jan.-Sept.~- : : : : : :
1981--—=====—=-: 108,216 : 96,435 :+ 11,848 : 146,165 : 17,787 : L1649
1982-———mmmm e : 79,795 : 69,775 : 8,327 : 101,869 : 12,372 : 1564

See footnotes at end of table.
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Table 5.-—Average number of employees, total and production and related
workers, in U.S. establisiments producing certain carbon steel products, hours
paid 1/ for the latter, and labor productivity, by products, 1978-8l, January-
September 1981, and January-Septemher 1982--Continued

Employment

Hours paid for
production and

Product and Production and related workers Labor
periog : ALl related workers producing=-- : produc-
4
: producing-- : . : tivity
persons INEl © Subject : All . Subject .
: products : product : products : product :
. . Tons

Hot-rolled carbon

steel bar: :
1978 -: 171,738 :
1979 : 189,140 :
1980 -: 166,113 :
1981~ : 166,421 :
Jan.-Sept .~—— : :
1981-—========: 170,492 :
1982-————====== ¢ 117,873 :
Cold-formed carbhon : :
steel bar: : :
1978~ : 47,776 :
1979 -: 65,577 :
19 80~ : 56,057 :
1981 -3 54,429 :
Jan.-Sept.—- : :
1981———-——-——-- : 54,901 :
1982=————mm e 41,726 :

151,820 :
165,289 :
144,061 :
144,785 :

151,537 :
101,700 :

38,036 :
51,532 :
43,928 :
42,821 :

46,187 :
34,000 :

21,257 :
20,723 :
15,308 :
15,565 :

15,576 :
10,455 :

4,477 :
4,701 :
3,611 :
3,332

2,537 :
2,124

: =—=—=Thousand s———-

313,497 : 43,367 :
338,730 : 41,862 :
282,552 : 29,448 :

286,163 : 30,391

226,835 : 22,746 :
142,482 : 14,233 :

77,417 : 8,659 :
105,688 : 8,916 :
85,919 : 6,325 :
83,083 : 6,324 :

69,735 : 3,761 :
44,257 : 2,993 :

:per hour

0.1372

. 1425
L1456

.1501

.1379
.1356

.1040
.1068
.1051
<1119

.0864

1/ Includes hours worked plus hours of paid leave time.

2/ Includes operations in producing strip.
3/ Data were received from seven fims for 1978-81 and from eight firms for

the January-September periods.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 6.--Wages and total compensation 1/ paid to production and related
workers in U.S. establishments producing certain carbon steel products, and
unit labor costs in the production of such items, by products, 1978-81,
January-September 198l, and January-September 1982

f Wages paid to pro-

: Total compensation :
: paid to production :

P . duction and related. . Hourly | Unit
roduct and : . : and related : :
period : workers produc1ng--: workers producing—-—: coggen-: labgr
ALl : Subject : A1l : Subject : ~o-tom , c©OS
: products : product : products : product :
Hot-rolled carbon : - Million dollars————=——————— : : Per ton
steel plate: : : : : :
1978 : 3,018 : 420 : 3,827 : 538 : $13.74 : $87.85%
1979 - 3,695 : 501 : 4,691 : 637 : 15.24 : 96.61
19 80~ : 3,258 : 517 : 4,260 : 673 : 17.39 : 111.10
1981 -: - 3,621 : 530 : 4,748 691 : 18.93 : 118.62
Jan.-Sept.~- : : : : : :
198l-==——mm—— 2,700 : 359 : 3,513 : 459 : 18.08 : 114.26
19 82=mmmmm ey 2,156 : 207 : 2,999 : 277 + 20.17 : 134.45
Cold-rolled carbon : : : : : :
steel sheet: 2/: : : : :
1978 == 3,889 : 879 : 4,923 1,109 : 14.36 : 84.85
1979 : 4,632 : 1,003 : 5,878 1,268 : 15.85 : 9€.87
1980 - 4,215 : 894 5,504 1,161 : 18.47 : 113.54
1981~ : 4,785 : 1,030 : 6,260 1,400 : 20.00 : 125.93
Jan.-Sept .-~ : : : : : :
198l ~ =mmmm s 3,817 : 767 : 4,974 1,100 : 19.11 : 120.35
1982————mmmmmm 3,056 : 598 : 4,101 . 894 : 21.34 : 143.73
Galvanized carbon : : :
steel sheet: 3/: : : : :
1978 : 3,358 : 297 : 4,271 379 ¢ 14.31 : 86.56
1979 - 4,092 345 5,209 440 : 15.91 : 96.60
1980~ : 3,683 : 324 . 4,830 425 : 18.31 : 116.78
1981 : 4,140 : 411 5,444 540 : 19.94 : 127.28
Jan.-Sept.—~ : : : : :
198l -==—=m—————: 3,320 : 293 : 4,347 489 ¢ 19.25 : 133.49
19 82— ——mmmmmeemy 2,553 : 240 : 3,571 431 : 21.80 : 151.47
Carbon steel struc-: : :
tural shapes: : : : :
1978 - 2,145 259 : 2,716 327 ¢ 13.69 : 82.29
1979- : 2,638 : 329 4,001 410 : 14.64 94.50
1980 - 2,537 : 334 3,290 374 : 14.63 : 92.38
1981- 2,651 : 351 3,466 450 : 18.27 : 114.37
Jan.-Sept .~- : : : : :
198l - = 2,151 : 254 : 2,804 328 : 18.44 : 111.83
1982-==—=—m———u: 1,662 : 186 : 2,312 253 : 20.44 : 130.70
See footnotes at end of table.
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Table 6.--Wages and total compensation_i/ paid to production and related
workers in U.S. establishments producing certain carbon steel products, and
unit labor costs in the production of such items, by products, 1978-81,
January-September 1981, and January-September 1982--Continued

: . : Total compensat
; Wages paid to pro- | aid to product
. duction and related’ pa: P

and related

ion :
ion :

Hourly ' Unit

Product and : . : : _
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