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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation No. 731-TA-572 (Préliminary)
Certain Special Quality Carbon and Alloy Hot-Rolled Steel Bars and Rods

and Semifinished Products from Brazil

Determination

On the basis of the record® developed in the subject investigation, the
Commission determines,? pursuant to .section 733(a) of:the.Tariff Act of 1930
(19 U.S.C. § 1673b(a)), that there is a reasonable indication that an: industry
in the United States  is materially injured by reason’of imports from Brazil of
certain special quality carbon and alloy hot-rolled steel bars and rods and
semifinished products,’ covered by:subheadings/statistical reporting numbers
7207.11.00, 7207.12.0010, 7207.19.0030, 7207.20.0025, 7207.20:0075; . .
7214.30.00, 7214,40.00, 7214.50.00, 7214.60.00, 7224.10.0075, 7224.90,0045,
7224 .,90.0065, and 7228.30.80 of the Harmonized Tariff Schedule of the United
States, that are alleged to be sold in the United'States,at'less than fair

value.

The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice
and Procedure (19 CFR § 207.2(f)).

2 Commissioners Brunsdale and Crawford voted in the negative. Commissioner
Rohr voted in the negative regarding finished free-machining bars.

3 For purposes of this investigation, the imports subject to investigation are
certain hot-finished carbon and alloy (other than stainless, high speed,
silico-manganese, and tool steel) steel bars and rods, which have a uniform
solid cross-section along their whole length and are in the shape of circles,
segments of circles, ovals, rectangles, or other convex polygons. The subject
bars and rods are of special bar quality engineered steel that are described
in Society of Automotive Engineers (SAE) standards J403, J404, J411, J1081,
J1249, J1268, and modifications thereof. Also included are certain alloy
ingots (other than stainless steel, high-speed steel, silico-manganese steel,
tool steel, and high-nickel alloy steel), and semifinished products of carbon
and alloy steel (other than stainless steel, high-speed steel, silico-
manganese steel, tool steel, and high-nickel alloy steel), of circular or
rectangular (including square) cross-section with a width measuring less than
four times thickness,- of special bar quality engineered steel. Excluded from
the scope of the investigation are imports of semifinished products or hot-
rolled bars and rods which contain by weight 0.03 percent or more of lead or
0.05 percent or more of bismuth; nonalloy steel ingots or other primary forms;
semifinished or hot-rolled products of merchant quality steels (American Iron
and Steel Institute (AISI) grades M 1000 through M 1044); hot-rolled bars and
rods in coiled form; forged bars; and reinforcing bars and rods. ’



Ba ound

On June 9, 1992, a petition was filed with the Commission and the
- Department of Commerce by Republic Engineered Steels, Inc., Massillon, OH, and
The Timken Company, Canton, OH, alleging that aﬁ'industry in the United States
. is materiaily injurea or threatened with material injury by reason of LTFV
imports of certﬁin special quality hot-rolled and semifinished carbon and |
alloy steel products from Brazil. Accordingly, effeﬁtive June 9, 1992, the
Commission instituted preliminary antidumping investigation No. 731-TA-572.
Notice of the institutién of the Commission’s investigation and of a public
conferenqe to be held in conﬁectiéh therewith was given by posting copies of
the notice in the Office of the Secretary, U.S..International Trade
Commission, Washington, DC, and by publishing the notice in ;helzgggggl
Register of June 17, 1992 (57 F.R. 27064). The conference was held in
Washington, bC. on June 30, 1992, And all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF CHAIRMAN NEWQUIST, VICE CHAIRMAN WATSON,
AND COMMISSIONER NUZUM
Based on the record in this preliminary investigation, we determine that
there is a reasonable indication that two industries in the United States --
one producing semifinished special quality carbon and alloy steels, and another
producing hot-rolled special quality carbon and alloy bar (coiled and cut-
length) and cut-length rod -- are materially injured by reason of imports from
Brazil of certain special quality carbon and alloy hot-rolled steel bar and rod
and semifinished products thereof that are alleged to be sold at less than fair

value (LTFV).

I. THE LEGAL STANDARD FOR PRELIMINARY DETERMINATIONS

The legal standard in preliminary antidumping investigations requires the
Commission to determine whether, based on the best information available at the
time of the preliminary determination, there is a reasonable indication of
material injury or threat thereof to a domestic industry by reason of the subject

1 In this investigation, the Commission considered whether "(1l) the

imports.
record as a whole contains clear and convincing evidence that there is no
material injury or threat of such injury; and (2) no likelihood exists that
contrary evidence will arise in a final inveetigation."z The U.S. Court of
Appeals for the Federal Circuit has held that this interpretation of the standard
"accords with clearly discernable (sic) legislative intent and is sufficiently

reasonable."3

1 19 U.S.C. § 1673b(a).

2 American Lamb Co. v. United States, 785 F.2d 994, 1004 (Fed. Cir. 1986).

3 1d.



II. LIKE PRODUCT AND DOMESTIC INDUSTRY:"

In determining whether an industry in the United States is materially
injured or is threatened with material injury b§ reason of the subject imports,
the Commission must first define the "like ﬁroduct" and the'"industry." 'Section
771(4) (A) of the Tariff Act of 1930 (the "Act") defines the relevant ihdustry
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 . . . ."4 1In turn, the statute defines "like
product” as "a product which is 1ike, or in the absence of like, most similar
in characteristics and uses with, the article subject to an investigation .

'"S

A. Background and Products Subject to Inﬁestigatibn

In its notice of initiation,® the Department of Commerce (Commerce) defined
the class or kind of merchandise subject to investigation as follows: ’

[H]ot-finished carbon and alloy (other than stainless, high speed,

silico-manganese, and tool steel) steel bars and rods, other than

forged, which have a uniform solid cross-section along their whole
length and are in the shape of circles, segments of circles, ovals,
rectangles, triangles, or other convex polygons, and do not conform

to the definitions for semifinished steel, flat-rolled products,

hot-rolled bars and rods in irregularly wound coils, reinforcing

bars and rods, and wire. The subject bars and rods are of special
bar quality engineered steel . . . other than merchant quality

4 19 U.S.C. § 1677(4)(A).

5 19 vuU.s.c. § 1677(10). The Commission’s determination of what is the
appropriate 1like product or products in an investigation is' a factual
determination, to which we apply the statutory standard of "like" or "most
similar in characteristics and uses" on a case-by-case basis. In defining the
like product, the Commission generally considers a number of factors including:
(1) physical characteristics and uses; (2) interchangeability of the products;
(3) channels of distribution; (4) customer and producer perceptions of the
products; (5) the use of common manufacturing facilities and production
employees; and where appropriate, (6) price.

6 57 Fed. Reg. 29703-04 (July 6, 1992).

4



grades . . . not containing .03 percent or more of lead or 0.05
percent of bismuth. .

Also included in the scope of this investigation are certain alloy ingots -
(other than stainless steel, high-speed steel, silico-manganese steel,
tool .steel, and high-nickel alloy steel), and semifinished products of
. carbon and alloy (other than stainless steel, high-speed steel, silico-
manganese steel, tool steel, and high-nickel alloy steel) steel, of
circular or rectangular (including square) cross-section with a width
measuring less than four times thickness, of special bar quality
engineered steel . . . not containing 0.03 percent or more of lead or 0.05
percent or more of bismuth .
This class or kind of merchandise excludes the following categories of
special quality steels:
1. semifinished carbon ingots

2. alloy silico-manganese steels

3. lead, bismuth, tellurium, or selenium hot-rolled carbon f
and alloy bar and rod (lead and bismuth steels)

4. coiled carbon and alloy hot-rolled bar and rod

5. forged carbon and alloy bar |

6. flat-rolled products.’

The products covered 5y these investigations are all "special quality"

steels. The Commission recently defined "special quality bar and rod" to

include the following:

7 Commerce’s initiation notice also stated:

given (1) the clear distinction normally maintained in the steel trade
between semifinished products and finished products such as bars and rods,

and (2) an examination of the criteria used to evaluate class or kind of
merchandise . . . , we question petitioners’ assertion that the subject
merchandise comprises one class or kind of merchandise. Therefore, we are

requesting all interested parties to comment on the scope of these
proceedings, particularly whether the subject merchandise in this case
comprises one class or kind of merchandise or more.

1d. at 29704.



Special quality bar and rod is used where the steel is required to be hot-
forged, heat-treated, cold-drawn, machined, or used in particular
structural applications or in high product liability applications.
Special quality bar and rod is produced to be as free from visible surface
defects and excessive chemical segregation as is possible given the
particular metallurgy Special quality carbon steel bar and rod generally
is subjected to rigorous product analysis and chemical uniformity which
are not typical of merchant quality hot-rolled carbon steel bar and rod.

Special quality hot-rolled carbon steel bar and rod is used in the
specialized manufacturing operations for critical components in high
performance machinery.8

The spec1a1 quallty steel products subJect to this investigation fall into
two‘types of categorles. "semlflnlshed" ingots blooms and billets, and "hot-
rolled" bar and rod. The term "semifinished" in this investigation means the
products which are the result of both conventionai ingof teemiﬁg? and continuous
casting: ingots, blooms, or billets.'® These semifinished products are normally
of much greéter diameter than.finished hot-rolled bar or rod. They have not
been further worked as hot steel other than undergoing initial hot-rolling or
rough sﬁaping by forging (pressing). Most U.S. producers classify any product

greater than 4 inches in cross section as "semifinished" steel.!!

8 Certain Hot-Rolled Lead and Bismuth Carbon Steel Products from Brazil, France,
Germany, and the United Kingdom, Invs. Nos. 701-TA-314 through 317 (Preliminary),
and Invs. Nos. 731-TA-552 through 555 (Preliminary), USITC Pub. 2512 (June 1992)
(Lead _and Bismuth Investigations) at 7-8.

9 For a discussion of "ingot teeming" and "continuous casting," see the Staff
Report to the Comm1551on (July 16, 1992) in this investigation ("Report") at I-
13 - I-15.

1 An "ingot" is the largest semifinished form. ‘It is produced by pouring
liquid steel into a large round shaped mould. When the steel has cooled, the
mould is removed and the ingot is then reheated and hot-rolled into a bloom.
There are no widely accepted precise definitions for a "bloom” or "billet"; the
principal distinction is one of size -- blooms are larger than billets in cross-
sectional area and commonly include products greater than 7 inches in diameter.
Billets normally include circular, square or rounded corner square products
typically greater than 4 inches in diameter. Report I-15 n.l15. Semifinished
"slabs" used to make flat-rolled products are not included within this
investigation.

' Questionnaire responses.



The second major category of special Quality steels subject to this
investigation are certain imports of "hot-rolled" bar and rod. - These products
are manufactured by heating (usually to above 2,200 degrees F) and reducing a’
semifinished billet to a final thickness and shape by passing it through a
series of rolls.’? A "cold-finished” or "cold-formed" bar is a hot-rolled
product which is descaled (submerged 'in an acid solution or shot blast) to
remove oxide scale formed during the hot-rolling process, and which then
undergoes additional processing at ambientv temperatures in the form of
polishing, turning, grinding, and/or straightening,13i

Hot-rolled "bar" includes hot-rolled products both in cut-lengths and

f
irregularly wound coils.!™ Bar m;y be round, rectangular, and hexagonal, and
consist of various &iameters'ffoﬁ 1/2 to 12 inches, with the upper limit for
qoiled bar being 2 iﬁches.15 The subject.imports include cut-length hot-rolled
bar, but not coiled hot-rolled bar. Hot-rolled "rod" includes coiled, hot-
rolled product of a solid, apﬁroximately round cross section, not under 0.20
inches nor over 0.74 inches in diameter.'® The subject imports include cut-
length rod, but not coiled rod. There were no cut-length special quality rod

products manufactured by U.S. producers during the period of investigation.

12 Report C-4.

13 Lead and Bismuth Investigations at 5.

14 Report C-4.
5 1d.

16 Id. As used herein, neither hot-rolled carbon steel bar nor hot-rolled
carbon steel rod include reinforcing bar or rod, which is part of "merchant”
quality hot-rolled carbon steel bar and rod. Id.

17 Questionnaire responses; Report D-14. There were very small amounts of
imports of special quality cut-length rod from Brazil during the period of
investigation. _ : : :



The special quality steels subject to iﬁvestigation include both carbon
and alloy steels. "Carbon steel” means all nonalloy steel that contains less
than 2 percent carbon.'8 v"Alloy steel” is defined in the Harmonized Tariff
System of the United States (HTSUS) as steels which contain a number of
different elements in specified amounts including»aluminum, boron, chromium;
cobalt, copper, Ie;d, manganese, molybdenum, nickel, niobium, silicon, titanium,
tungsten, vanadium, zirconium, and other elements with 0.1 percent or more of
oﬁher elements.?

A subcategory of’ special quality steels is "free-machining" steels.?0
Hot-rolled free-machining steels are primariiy carbon ‘steel bar (only small
amounts of rod) that contain properties that allow end-users of cold-finished
bar to machine, forge, or cut mére easily than other types of carbon steel.
"Machinability" is that combination of physical and metallurgical properties of
a steel that determines how easily metal may’ be removed-by a cutting tool.?]
Free-machining steels are either resulphurized' (sulphur added), ‘and/or
rephosphorized (phosphorus added), renitrogenized (nitfbgen added), or contaiﬁ'

lead, bismuth, selenium or tellurium additives.2?

18 Report C-3.
Y HTSUS Chapter 72, Note 1(f), at 72-2.

20 The term "free-machining” is typically used in the United States and "free-
cutting” is also used interchangeably in other countries. A subcategory of free-
machining steels is lead and bismuth steels which are used for more intensive
cutting (when more than 30 percent of the stock must be removed), while non-
leaded free-machining steels are used where less intensive cutting is required.

Lead and Bismuth Investigations at 10-11.

2 Report C-5.

22 Transcript of Preliminary Conference, June 30, 1992 ("Tr.") at 77. In
addition, in higher carbon steels, calcium is added to facilitate the cutting

with carbide tools. See also, HTSUS, Chapter 72, subheading Note 1(b).

8



B. Like Product Analysis

Based on the information available to the Commission in this preliminary
investigation, we find that there are two like products: él) semifinished
special quality carbon and alloy steel, and (2) hot-rolled special quality
carbon and alloy bar, including cut-length and coiled bar, and cut-length rod.
Set forth below is our analysis of the parties’ arguments. and the relevant
issues. |

Petitioners are Republic Eggineered Steels, Inc. (Republic), and The
Timken Company (Timken)(collectively referred to herein_a; "p_etitioners").23
They assert that there should be one like product which consists of the same
éroducts as the subject imports and silico-manganese and semifinished high-
nickel alloy steels (which are not included within the class or kind of imported
merchandise) .24

Five Brazilian producers of the products subject to investigation appeared
as respondents ("Brazilian respondents").? They generally agree with much of

the petitioners’ proposed like product, including the combining of carbon and

3 Inland Steel Industries (Inland) and Bethlehem Steel Corporation (Bethlehem) .
-- petitioners in the recent Lead and Bismuth Investigations -- entered
appearances as interested U.S. producers. ‘ '

24 post-Conference Brief on behalf of Republic Engineered Steels, Inc. and The
Timken Company, July 6, 1992 ("Petitioners’ Br.") at 1, 6-7. Petitioners also
assert that lead and bismuth steels (found by the Commission in the earlier
investigations to be a segment of special quality steels), large special quality
forged bar (in excess of 12 inch diameter), and coiled special quality bar and
rod should be excluded from the like product definition.

%5 These respondents include Acos Anhanguera (Villares) SA, Acesita - Cia Acos
Especiais Itabiera, Mannesman S/A, Acos Finos Piratini SA, and Villares
Industrias de Base SA. Several of these Brazilian respondents were also
respondents in the Lead and Bismuth Investigations. Also entering appearances
are two importers of the subject imports, Caterpillar Inc. (U.S. manufacturer
of heavy equipment), and Raritan River Steel Company (U.S. wire rod
manufacturer). .




alloy, and of semifinished with hot-rolled special quality products in one like
product . However{ the Brazilian respondents contend that lead and bismuth
steels and coiled special quality hot-rolled bar and rod also should be included
with the other special quality steels within a single like product.
Caterpillar concurs with the Brazilian respondents, but argues that large
diameter forged (too large to be hot-rolled) bar should be included within a
single.liké product of special quality steéls.27
- Inland and Bethlehem,repeat.many of the same arguments they raised in the

Lead and Bismuth Investigations, i.e., that special quality lead and bismuth

hot-rolled bar and rod should not be included in the same like product with .
other types of sﬁecial quality steel‘hs.'28 Howéver, they now offef an alternative
posiﬁion that free-machining steels (lead and non-lead) should be a separate
like product. The Cold Finished Steel Bar Institute argues that free-machining
steels (defined to include only 1200 series carbon steels) should be a separate
like product apaft from other special quality steels.?® Finally, the Raritan
River Steel Company maintains that semifinished special quality steel billets
should be a separate like prod