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NOTICE

The whole of the Commission's report to the President may not be made public
since it contains certain information that has been classified by the United
States Trade Representative or would result in the disclosure of the

operations of individual concerns. This published report is the same as the

report to the President, except that the above-mentioned information has been
omitted (as indicated by asterisks).
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ANNUAL REPORT ON CERTAIN STAINLESS STEEL AND ALLOY TOOL STEEL
Highlights

o U.S. PRODUCERS' CAPACITY increased 1 percent from 1,522,507 tons in
1984 to 1,537,288 tons in 1985,

o U.S. PRODUCERS' UNFILLED ORDERS increased *¥¥ percent from ¥¥¥ tons
- on December 31, 1984 to 184,698 tons on December 31, 1985.

o U.S. PRODUCERS' END-OF-PERIOD INVENTORIES increased ¥¥¥ percent from
253,988 tons on December 31, 1984 to ¥¥X tons on December 31, 1985,

o U.S. PRODUCERS' SALES decreased 3 percent from $3.23 billion during
1984 to $3.15 billion during 1985, while NET PROFIT BEFORE TAXES
fell to $50.1 million during 1985 compared to $264.6 million during
1984,

o U.S. CAPITAL EXPENDITURES were $86 million in 1984 and increased to
$106 million in 1985. A comparison of projections made by ‘
respondents early in 1984, 1985, and 1986 for capital expenditures
in 1986 and 1987 shows a distinct downward trend in projected
spending in successive years.

o U.S. EXPENDITURES ON RESEARCH AND DEVELOPMENT were $25 million in

1984 and decreased to $24 million in 1985. These expenditures are
projected to fall slightly to $23-$24 million in 198687,

U.S. producers' capacity

Data on producers' capacity indicate almost no changes in the total
capacity for operations producing certain stainless steel and alloy tool steel
products between 1984 and 1985. Among product 6ategories, stainless steel
wire rod showed the greatest percentage change in capacity, declining 7
percent during the period. The decrease reflects the negative financial

performance of the stainless rod industry in 1985.

U.S. producers' unfilled orders and inventories

Data on producers' unfilled orders indicate decreases in such orders for

stainless steel plate, bar, and alloy tool steel products and increases for



stainless sheets and strip and wire rod between December 31, 1984 and

December 31, 1985. Data on inventories showed increasing inventories for
stainless sheets and strip and bar between December 31, 1984 and December 31,
1985, and decreasing inventories for stainless plate, wiré rod, and alloy tool

steel. The changes in inventories generally paralleled those in shipments.

U.S. producers' sales and net profit before taxes

While quantity shipped in 1985 was comparable to that in 1984, lower
prices contributed to decreased sales value for all products during this
period. The sales decline led to reduced net profits before taxes on overall
operations, and the lower prices tended to reduce profit margins among
producers of stainless sheets and strip, plate, bar, and alloy tool steel
products. Producers of stainless sheet and strip and alloy tool steel showed
profits in 1985, whereas wire rod producers narrowed net losses. Importantly,
stainless plate and bar producers moved from profit to loss positions on
operations during 1984-85. 1/ The loss in bar operations was partly because

of weakened demand in bar markets for oil exploration and chemical processing.

U.S. capital expenditures

Data on capital expenditures indicate that these expenditures increased
between 1984 and 1985 due principally to increased spending for machinery,
equipment, and fixtures. Capital expenditures for the production of stainless
sheets and strip, plate, and wire rod experienced decreases in 1985, while

spending on stainless bar and alloy tool steel operations rose in 1985. The

17 * ¥ %



bulk of spending was for additional finishing equipment, and improvements to
melting equipmeht, rolling mills, and annecaling, pickling, and coating
facilities. Capital expenditures are principally designed to lower costs and
increase productivity, according to questionnaire responses, in order to make
specialty steel products more competitive both in domestic and foreign
markets: Actual capital expenditures of $110.3 million in 1985 were about 27
percent less than the level of expenditures projected for 1985 by respondents
to last year's questionnaire. A lack of funds due to lower than anticipated
product prices and/or inadequate profits was the reason most frequently given
for the shortfall. Capital expenditufes are projected to rise to $111 million
in 1986 and decline to $105 million in 1987. A comparison of projections made
by respondents early in 1984, 1985, and 1986 for capital expenditures in 1986
and 1987 shows a distinct downward trend in projected spending in successive
years.

For 1985, capital expenditures exceeded cash flow in two product areas,
stainless steel bar and wire rod. In the case of wire rod, cash flow was
negative for the fifth consecutive year. In the remaining three product

areas, capital expenditures represented 35 to 63 percent of cash flow.

U.S. research and development expenditures

U.S. expenditures on research and development for products subject to
relief decreased between 1984 and 1985 as such spending for stainless plate,
sheets and strip, and wire rod decreased, while spending for stainless bar and
alloy tool steel increased in 1985, Actual research and deyelopment
expenditures of $24.1 million were slightly above the $23.0 million projected

for 1985. Such expenditures are projected to fall slightly to about $23



million in each of 1986 and 1987. As with capital expenditures, companies
have lowered their projections for 1986 and 1987 research and development
spending since 1984. Most research and development expenditures have been,
and will be made, for the production of new and improved products, including
stainless grades for automotive use.

In 1985, research and development expenditures as a share of net sales
increased for stainless steel sheets and strip, bar, and alloy tool’steel from
that reported in 1984. The ratio for stainless wire rod fell, however, from

the 1984 level, and remained stable for stainless plate.

Modifications in specialty steel import relief

Presidential Proclamation 5074 of July 19, 1983, provided for the
temporary imposition of increased tariffs and quantitative restrictions on
certain stainless and alloy tool steel imported into the United States. Oh
September 18, 1984, the President established a national pdlicy fér the steel
industry and directed tha U.S$. Trade Representative to coordinate aﬁd direct
the implementation of that policy, including the negotiation 6f new
arrangements and the reaffirmation of existing measures limiting steel exports
into the United States, such as those applicable to specialty steel. Pursuant
to this, the U.S. Trade Representative concluded agreements with 17 countries
and the EC, 1/ which, among other provisions, replgce the increased tariffs on
imhorts of stainless steel sheets, strip, and plate withAquotas. However, the

additional tariffs remain in effect on imports of stainless sheets, strip, and

1/ The countries with which agreements have been reached are Australia,
Austria, Brazil, Czechoslovakia, the German Democratic Republic, Finland,
Hungary, Japan, Mexico, Poland, Portugal, the Republic of Korea, Romania,
South Africa, Spain, Venezuela, Yugoslavia, and the European Communities
(Belgium, Denmark, France, Greece, Ireland, Italy, Luxembourg, the
_Netherlands, the United Kingdom, and West Germany).



plate from countries which have not participated in import restraint
agreements. Iﬁ addition; tﬁe EC countries are removed from the quantitaiive
restrictions imposed on the non-flat-rolled specialty products (i.e., har,
wire rod, and alloy tool steel) and appropriate reductions in the quota
guantities are made for the foregoing items.

In December 1985, the U.S. Specialty Tubing Group and the stainless steel
wire task force of the Specialty Steel Industry of the United States filed a
petition under Section 301 of the Trade Act of 1974 with the U.S. Trade
Representative. The petition, which was withdrawn but subsequently refiled,
alleges that two Swedish steelmakers are receiving government subsidies and
recommends that quotas be imposed on steel imports from Sweden.

In July 1985, the U.S. International Trade Commission dismissed a request

to review an affirmative dumping decision on stainless steel plate from Sweden.



Table 1.--Certa1n stainless steel and alloy tool steel: U.S. producers’
capacity, by products, 1984-85

(In short tons)

- - - " . - - - . - — " = - =" W We W= M s W . e e . . - " A - - - - -~ - Ve o e e Be G e @ s wu me . - - -

Item : 1984 1/ 1988

Raw steel capacity for all operations producing H !
stainless steel and/or alloy tool steel products 2/----- :12,162,478 2,173,359
Certain stainless steel and alloy tool steel products o/--:1,522,507 +11,337,288
Stainless steel plate 3/------------cccmccccn e : 185,900 : 182,900
- Btainless steel sheets and strip 3/-----------c-c--- : B79,100 : B%97,600
Stainless steel bar 3/-----=------mmmmmmcccc e : 201,500 @ 205,600
Stainless steel wire rod 3/-—--—==------mcmnmmee- —————— : 63,800 : 39,200
flloy tool steel, all forms 3/--------------mcmecmeene t 192,207 : 191,988

- - - —— - —— — - — - ——— — - ——— - - — —— 0 > - > W s W W WD " .- - . —— W S = - - - - - - - -

1/ Revised.
2/ HMelt capacity. ‘
3/ Finishing capacity.

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

Table 2.--Certain stainless-steel and alloy tool steel: U.S. producers’unfilled
orders, by products, by specified periods, 1784 and 1985

{(In short tons)

- - - - - - -~ — ————— . " " —. - = " - —— - - T =P W e O W R - W W . - - = ———— - ——— o ————— — - — -

! : Btainless : : Stainless : Alloy tool :All products
Feriod : Stainless :steel sheets: Stainless : steel wire : steel, all : subject to
:rsteel plate : and strip ¢ steel bar : - rod H farms tinvestigation
1984: : H : H : :
Dec.. 3i1---: 17,987 : 120,157 ¢ 15,495 : FEE 1 6,744 1 tX 2]
1785: : : ! : : :
March 31--: 13,421 : 141,458 : 17,263 : 2,022 : 6,527 = 187,691
June 30---: 12,369 : 133,403 : 14,688 : 7,638 : 5,789 : 173,887
Sept. 30--: 9,323 @ 120,685 : 14,649 : 11,536 : 6,641 = 162,834
Dec. 31---: 8,257 : 142,093 : 15,180 : 12,830 : 6,338 : 184,698
Source Compxled from dat submxtted in response to questionnaires of the
U.5. International Trade Commission. 6



Table 3.--Certain stainless steel and alloy tool steel: U.S. producers’ end-of-period
inventories, by products, by specified periods, 1984 and 1985

(In short tons)

- - - - " " " - — — - - - - = = - e " > e - - - - " - - W G W W T - - - " > e i - - -~ - - -

't Stainless : Stainless

H t ¢ Alloy tool :All products
Feriod : Stainless :steel sheets: Stainless : steel wire : steel, all : subject to
:steel plate @ and str{g : steel bar : rod : foras tinvestigation
1984: : : : H : :
Dec. 31--=--- : 23,429 : 134,878 : 47,141 : 7,334 ¢ 41,206 : 253,988
19835: H : H : H H .
March 31----- : 23,671 135,296 : 50,523 : COEER " 43,652 @ E¥
June 30------ : 25,940 142,426 : 51,997 : L2 2 40,471 1237
Sept. 30----- : 22,229 143,099 : 50,772 : ER¥ 2 39,831 ¢ FEE
Dec. 3l----—- : 20,052 : ‘140,852 : 51,498 : 122 3 39,073 @ ¥
_________ ,_____=_~__;_ 4 S S B .t e
Source: Compiled from data submitted in response to questionnaires of the U.5.

International Trade Commission.
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Table 10.--Capital expenditures by U.S5. producers for their operations

producinq E;aiqless steel and alloy tool steg;, by products, 1984-85

{In thousands of dollars)

- - - - - - - — - = = - - > . Ve . > > = - - - - - - " P v WS We e W WS " D WD W e G e W S . W W D O . 8 > .

All operations producing stainless steel and alloy tool
steel products:

- - - e e - > ae = -

Land and land improvement-------—-c—ceceee—ccemcemnonme—- 2,635 #E
Building or leasehold improvements----------cc-ccmcenocna- : 18,743 : 23]
Machinery, equipment, and fixtures-------=--=--=----------: 123,396 : 119,111
Total==-emmmmm e e e m e m e : 146,044 : 138,575
All operations producing stainless steel and alloy tool : :
steel products subject to reliet: . : :
Land and land improvesent------=--ccccececcc—n—cuo-- ——————— :. 1,552 : 5631
Building or leasehold iaprovements------=----cco----o--—--: {1,939 : 12,311
}lnachinery, equipment, and fixtures - - -- ---: 72,784 : 93,103
7 Totale=mmmmec e e e BTttt ettt ettt : B&6,275 : 106,045
. Btainless steel plate: R R R S :
© Land and land improvement--------eecceccecccenoanceooo—oo : 7 121}
Building or leasehold improvements---—-—--=-=----ce-c--- : 985 : 213
Machinery, equipment, and fixtures-------------c-cceoc=- : 3,855 : 4,219
Total - e D e H 4,847 : 4,449
Stainless steel sheets and strip: ; H :
Land and land improvement------——--c—emcmcecccmeaena——oos 357 EhE
Building or leasehold improvements---------ccecconccna-- : 2,758 : EER
Machinery, equipment, and fixturegs-—-------cceccccc—cca= : 37,896 @ 33,986
" Totalesemmm e e e e + 41,211 : 35,875
Stainless steel bar: : :
Land and land improvement------------—ceeccccnnccccncoo- : 720 : ®E¥
Building or leasehold improvements——---—--=-----=c-o---- 4,354 . L3 2
Machinery, equipment, and fixtures----—-----------cce-c-- : 15,877 : EEE
Total--=-=————e—mccccmcr e r e e s s e : 20,951 : *HE
Stainless steel wire rod: : H
Land and land improvement-----~---=-e-e-cmer—ccmcoooomo— : 312 ¢ i3
Building or leasehold improvements--=-=-=---=-ceccecoa-- : 2,557 : *E®
Machinery, equipment, and fixtures-----------c-cc-coce-- H B,1346 : *#E
Total-=---—cemeecceceg e e : 11,005 : XE¥
Alloy tool steel, all foras: H H
Land and land improvement-----------ceececcccccmcnonnaoo : 156 : E1 3]
Building or leasehold improvements---—----------cvce--—-- : 1,08% : t 21
Machinery, equipment, and f:xtures ---------------------- : 7,020 = 16,064
Total -=----=mmmmmmmm e r e e r e s e s e H 8,261 : 18,121

- - - . . - - — — ——— - - - - ——-———— — ———————— ———— - — - - - - —— - —— . ———— ———— ——

Source: Compiled from data submitted in response to guestionnaires of the
U.S. International Trade Commission.
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Table 11.--Research and development expenses by U.S. producers for their
operations producing stainless steel and alloy tool steel, by products,

1984-83
(In thousands of dollars)

T T T Mem T T T eea T 1S

All operations producznq stainless steel “and alloy tool H :
steel products---------m-ececcmem e : 35,133 : 33,873

All operations producing stainless steel and alloy tool H $
steel products subject to relief--------------cocecneeo- : 253,468 : 24,068
Stainless steel plate-——---—--cccccccmcm e : 106 : e
Stainless steel sheets and strip-------------=cccomeeac--- 11,087 : *¥%
Stainless steel bar------=---ccemeoceccmcmcameo e : 7,334 ¢ *EE
Stainless steel wire rod------—==--cecmmmcmccccmcc e o 3,747 : L322
Alloy tool steel, all formg—--=-—---cecccmccccmcm e : 3,194 4,159

o o e o e ot e > - . - - - - - " - - - . - - - - " - o - -

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

P
o
L]
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Table 12.--Projected capital expenditures and expenditures on research and
development by U.S. producers for their operations producing stainless steel
and alloy tool steel products subject to relief, 1986-87

{In thousands of dollars)

S TR e e n S5 M Gm T R Em SR G R R G Gn S S8 S TP W T W G S G W WS T A N . . . S I . S . S R P S G WS R S WS HD We Ge A me = G G o - - - . S o " = m = . -

H 1986 : 1987

Capital expenditures: ' ' H H

Projections made in February 1984-~---ceeeeeua-- H 152,655 : 168,383

Projections made in February 1985----=--ccmeue-- : 151,110 : 160,062

Projections made in February 1984----=ccceecaa-- : 110,545 : 104,945
Research and development : - : -

expenditures: 1/ H &

Projections made in February {984-------ceceeee-- : 27,613 28,939

Projections made in February 198§------c-cceue—- : 24,192 25,491

Projections made in February 1986--~===mm ——————— 22,957 _ 23,553

- e e e o - - - = " - > e W e W G D Y - - - - - - - - " e W Ge W S = - - — " - . - - Ge " we Ge WS WS W e we s - > | . - on - o o - - - -

1/ Research and development includes the further development of present
products, development of new or improved products, manufacturing methods,
testing of new materials, and pure research.

Source: Coapiled from data subnitted.in response to duestiqnnaires of the
U.5. International Trade Commission.
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.Table 13.--Capital expenditures as a share of cash flow, and research and
gevelopment expenditures as a share of total net sales, by product, 197%-85

{In percent)

i - —— —— —— - - - ——— > Y% = = . - —— — - — - — - - " " W . W . e . - - - - o - ——

Y : Alloy tool
Itea/year : . : Sheets and : H : steel, all
: Plate Strip : Bar : Wire rod : forms
Capital expendi- : H : : :
tures as a H : : H H
share of cash : : : : :
flow: 1/ : : : ) : v :
197F--mmmem e : 12.6 ¢ 9.3 : '30.3 ¢ 61.3 17.5
- : 20.4 : 36.4 : 27.4 : 419.6 24.0
19Bl-=~mmmmmmmm 47.8 : 180.3 : S1.0 12/ (791.9): 38.1
1982~~~ 12/ (24.7): 108.2 :2/ (278.6):2/ (100.4}:2/ {187.6)
1983----===mcm 2/ (47.1): 60.3 :2/ (1,394.5):2/ (93.1): 5.0
1984-~-----=mmmmmm : 38.0 23.2 73.8 12/ (174.2): 17.4
1985----===m=mcmm :  39.39 : 34.6 357.6 12/ (317.0): 62.35
Research and devel-: : : : :
opment expen- : : : :
ditures as a : : : : :
share of total : : s : H
net sales: 1 : : : . :
1979~ : 0.09 : 0.30 : 1.42 1.75 : 0.358
1980-~~=—====mmmmmn : 0.15 : 0.43 1.38 : 2.21 0.72
1981~ s 0.20 0.43 : 1.48 2.50 : 0.87
1982--—==mmmmmm o : 0.26 : 1.45 : 2.11 4,64 : 1.15
1983 ---=mmm oo - : 0.17 = 0.30 : 3.36 : - 4.12 ¢ 1.20
1984-------—"---—- : 0.09 : 0.78 : 1.43 3.41 0.932
1985-~—mmmmmomeeemy . 0.03 : 0.82 : 1.59 : 2.60 : 1.33

- - —_—— —— - — - - > W= = . = - ——— " - - —— - - —— = - - - - ————— - - — —— > - ————— - ———

1/ Btainless steel plate, sheet and strip, and allay tool steel data may be’
somewhat overstated for 1979-8l1, and stainless wire rod and alloy tool steel
data may be somewhat overstated Yor 1983, due to failure of some companies to
provide depreciation expenses.

2/ Parentheses signity that companies reported negatxve cash flow for the
period indicated.

Source: For 1979-81, Stainless Stee! and Alloy Tool Steel: Deteraminations
of the Commission in Investigations No. TA-201-48 under Section 20! of The
Trade Act of 1974, Together with the Information DObtained in the Investigation,
USITC Publication 1377, May 1983. For 1982-83, compiled from data submitted
in response to guestionnaires of the U.S5. International Trade Commission.
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Efforts of Domestic Stainless and Alloy Tool Steel Producers to
Adjust to Import Competition
Note.-~This section consists of data which would disclose confidential

operations of individual concerns, and therefore may not be published.

18
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Major Foreign Suppliers of Stainless and Alloy Tool Steel to
the United States

Stainless steel and alloy tool steel are produced in at least 20
countries (although not all of the countries produce both kinds of steel).
The following table presents production (on a raw steel basis) and capacity
data on the major foreign suppliers of such specialty steel to the United
States. The industries in these countries are discussed in the remainder of
this section.

Table 14.—Stainless and alloy tool steel production, capacity, and
capacity utilization for certain foreign producing countries, 1984-85

) : ] Capacity -
Production : Capacity utilization
Country - : - . =
1984 ° 1985 ' 1984 1985 1984 1985
—_— Thousand short tong————m Percent
Austria : 1/ 235 : 1/ 220 : 1/ 248 : 1/ 248 : 1/ 94.8 : 1/ 88,
Belgium : 120 : 121 : 166 : 154 72.3 : 78.
Brazil : 97 : 2/ : 180 : 2/ 53.9 : 2/
Finland : 174 : 181 : 3/ 220 : 3/ 220 79.1 : 82.
France : 712 : 4/ 528 : 2/ : 2/ 2/ 2/
Japan : 2,547 : 2,551 : 2/ : 2/ : 2/ 2/
Republic of Korea—: 159 153 . 215 215 74.0 : 71.
Spain : 322 : 3/ 309 : 2/ : 2/ : 2/ 2/
Sweden : ° 486 : 3/ 463 : 3/ 720 : 3/ 660 67.5 : 70.
United Kingdom-wmm——: 282 : 3/ 287 : 2/ g 2/ 2/ 2/
3/ 976 : 3/ 1,130 : 3/ 1,130 85.7 : 86.

Wast Germany-——m—————: 968 :

1/ The Austrian industry's definition of specialty steel is believed to
include a greater range of products than stainless and alloy tool steel.

2/ Not available. .

3/ Estimated by the staff of the U.S. International Trade Commission.

4/ Data cover stainless steel plates, sheets and strip, hot-rolled bars,
wire rod, and alloy tool steel.

" Source: Data compiled from Alloy Metals and Steel Market Reséarch, as
published in Metal Bulletin, February 8, 1985, and from U.S. Department of
State telegrams.

19
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Austria

There were fwo known producers of specialty steel in Austria in 1985:
Voest-Alpine (VA), a nationalized company which produces and consumes small
quantities of stainless products; and its subsidiary Vereinigte Edelstahlwerke
(VEW), a producer of various specialty steel products including stainless bar
and rod. Voest is not active in the wide strip stainless product area;
however, in June 1985, the company began talks with the German stainless
producer, Krupp Stahl, concerning the acquisition of technology for possible
entry into this sector. 1/

In 1985, VEW announced a plan to reduce its specialty stgélmaking
capacity from the existing 248,000 short tons to approximately 193,000 short
tons by the end of 1986. The intended reduction in VEW's capacity is to be
achieved by closing the Ternitz steel plant in the summer of 1986, and
concentrating production at the Kapfenberg steel mill. 1In addition to
capacity reductions, VEW has also announced plans for the reétructuring and
modernization of manufacturing facilities, and the expansion of the company's
finishing operations. The commercial goal of these efforts is to reach the
break-even point by 1988. The restructuring will also result in a workforce
reduction of approximately 25 percent between 1984 and 1988, 2/

The austriah government enforces a number of trade policy measures
designed principally to enable authorities to axercise betté; control over
low-priced imports and permit corrective action with minimum delay. The two

mainstays of this program are the monitoring procedures applicable to a large

/ Metal Bulletin, June 28, 1985,
/ U.S. Department of State telegram, February 1986.

1
2
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number of steel mill products and the setting of reference prices below which
imports may ndt be sold. 1/

In 1985, Austria's holding company for nationalized industries, OIAG,
provided VEW with financial contributions totaling approximately $72.5
million. Such funds are generally raised through borrowing and bond issues,
with a federal government guarantee. Because VEW is not expected to make any
profits prior to 1988, the year the reorganization is scheduled to be
completed, most of the direct costs for the reorganization program will have
to be financed by the federal government through OIAG, in addition to losses
anticipated in the years ahead. 2/

Production of specialty steel in Austria fell from 235,000 short tons in
1984 to 220,000 short tons in 1985, reflecting, in part, reduced activity at
the Ternitz plant in preparation for complete closure of the mill. There was
a corresponding decline in capacity utilization, from 94.8 percent in 1984 to
88.7 percent in 1985,

Specialty steel 1/ — Austria

1984 1985
Produc t ion- ~—1,000 short tons-— 2/ 235 3/ 220
Capacity do 248 248
Capacity utilization-————mmmmm —-percent——  94.8 88.7

1/ The Austrian industry's definition of specialty steel is believed to
include a greater range of products than stainless and alloy tool steel.

2/ Of this amount, approximately 86,000 short tons were stainless steel.
3/ Of this amount, an estimated 72,000-84,000 short tons were stainless
steel.

" Source: Production data compiled from U.S. Department of State telégram and
Alloy Metals and Steel Market Research, as published in Metal Bulletin,

February 8, 1985%. Capacity data from U.S. Department of State telegram.

1/ Ibid.
2/ Tbid.
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Belgium

There were fwo producers of stainless steel products in Belgium in 19§5;
ALZ NV and §.A. Fabrique de Fer de Charleroi both made stainless steel sheet,
strip, and (in trial volumes) plate. The sole producer of stainless bar and
wire rod, Henricot, ceased production at the end of 1984, There were no
producers of alloy tool steel. 1/

Over the next three years, ALZ is planning investments intended to
finance the modernization of its cold rolling mill, with an order for a new
cold-roll mill expected to be placed during 1986. ALZ is also planning to
invest in-continuou§ casting. 2/ |

According to industry sources, Fabrique de Fer is attempting to diversify
its product range and is heavily involved in high grade material. The company
is making investments designed to improve its financial results and to secure
its market position. 3/

Belgium's production of stainless steel sheets, strip, and wire rod
remained relatively stable from 1984 to 1985, at about 120,000 short tons.
Capacity fell from 166,000 short tons in 1984 to 154,000 short tons in 1985,
reflecting the termination of wire rod production at the end of 1984,

Capacity utilization rose from 72.3 percent in 1984 to 78.6 percent in 1985.

Stainless steel sheets, strip, and wire rod — Belgium

1984 1985
Production— 1,000 short tons-—— 120 121
Capacity ma—" 166 154

Capacity utilization : percent— 72.3 78.6

Source: U.S. Department of State telegram, February 1986.

/ V.S, Department of State telegram, February 1986.
/ Métal Bulletin, August 23, 1985, p. 25.
/ Op. cit., telegram.

WIN
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Brazil

There were six Brazilian producers of stainless and alloy tool steel
products in 198%. Acos Anhanguera S.A. (Anhanguera) produced stainless wire
rod; Acos Villares S.A. produced stainless wire rod, bars, and tool steel;
Companhia Acos Especiales Itabira (Acesita) produced stainless bar, sheet and
strip, and tool steel; Acos Finos Piratini S.A. (Piratini) produced stainless
bar, rod, and tool steel; Siderurgica Nossa Senhora da Aparecida $.A.
(Aparecida) produced stainless bar, rod, and tool steel; and Electrometal Acos
Finos 8.A. produced stainless bar and rod. Acesita énd Anﬁanguera wetre
Brazil's two leading producers of stainless and alloy tool steel in 1985,

In 1984, Acesita began work for the installation of a new Sendzimir mill
and annealing and pickling facilities to raise capacity for alloy and
stainless sheets at its Timoteo works from 129,000 short tons to 183,000 shoré
tons per year. The expansion is scheduled to be completed in 1987. 1/ 1In
1985, Acesita announced that it would join with another cémpany in investing
in the construction of Plaminox in Timoteo, Minas Gerais. The company will
start producing about 220 short tons per month of flat steel, principally
stainless steel plates. 2/ '

Brazil's state-~owned steel sector also revealed plans to invest in
capacity exp&nsion for special steel flat-rolled products and special steel

long products and tubes over the next several years. 3/

1/ Metal Bulletin, August 31, 1984, p. 27.

2/ U.5. Department of State Airgram on the Brazilian Iron and Steel
Industry, CERP 539, drafted December 26, 1985.

3/ Metal Bulletin, February 12, 1985. Note: the term special steel, as
used regarding the Brazilian industry, includes a much broader range of
products than stainless steel and alloy tool steel.
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Brazilian production of stainless and alloy tool steel products totaled
approximately 94,000 short tons in 1984, with capacity utilization of 53.9
percent. Data for 1985 are not available.

Stainless and alloy tool steel — Brazil

1984 1985
Production-mmmm 1,000 short tons— 1/ 97 2/
Capacity do 180 2/
Capacity utilization ——@rcent-— 53,9 2/

1/ Annualized from 11 month data.
/ Not available.

Source: Production information obtained from the U.S. Department of State
through the Brazilian Iron and Steel Institute. Capacity information was

estimated from data supplied in Metal Bulletin Stainless Survey 1982,

published by Metal Bulletin, Ltd., and from discussions with officials of
Metal Bulletin.

Finland

The sole producer of stainless sﬁeel mill products in Finland in 1985 was
Outokumpu Oy, a state-controlled company. The single producér of specialty
steel, Oy Ovako, does not produce the type of alloy tool steel which is
subject to investigation. The company had produced very small quantities of
stainless steel bars, but production was terminatea in 1985 due to low
profitability. 1/

Industry sources indicate that Outokumpu Oy does not plan any significant
changes in production, capacity, or capacity utilization fo; its stainless
steel production facilities in 1986-87, nor does it plan any restructuring of
préduction. However, by 1987, the company will build a hot-rolling mill at

its Tornio stainless works designed to improve the works' operational

1/ U.S. Department of State telegram, February 1986.
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flexibility (by improving its integrated processes) and enhance its ability to
produce new stéel grades. 1/

Because the Tornio stainless steel plant of Outokumpu Oy is located in
fFinland's northern developing area, certain benefits are available to it under
regional policy legislation. Special laws provide for the payment of interest
support by the goverﬁment on company borrowing. Under this legislation, $1.72
million are designated in Finland's 1986 national budget for the payment of
interest suppért to the Tornio stainless steel works. Furthermore, because
the Tornio plant is located in Finland's developing area, it is entitled to
certain tax reliefs which are available when a new plant is established or an
existing plant is expanded or modernized. Upon its completion, Outokumpu Oy's
new hotwrolling.mill in Tornio will obtain depreciation allowances, investment
tax deductions, and exemption from property stamp taxes. 2/

Finland's production of stainless steel rose bhy 4 pgrcent from 174,000
short tons in 1984 to 181,000 short tons in 1985, There was a corresponding

increase in capacity utilization from 79.1 percent to 82.3 percent.

Stainless steel — Finland

1984 1985

Production-——mm —1,000 short tons-—— 174 181
Capacity do 1/ 220 1/ 220
Capacity utilization-——emmmm —percent-—  79.1 82.3

1/ Estimated by staff of the U.S. International Trade Commission.

Source: Production data are from Metal Bulletin, February 8, 1985, and from
U.S. Department of State telegram. Capacity data estimated on the basis of
telegram. '

1/ Ibid.
2/ Ibid.
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France

In 1985, thére were at least five producers of stainless and.alloy tooi
steel products in France. Almost 70 percent of French proddction of these
steel ﬁroducts was accounted for by production of stainless sheets and strip.
The largest producers of stainless and alloy tool steel products in 1985 |
included Sacilor, a state-owned producer of flat-rolled products and bars;
Ugine-Gueugnon and Ugine-~Savoie, companies which ére majority-owned by Sacilor
and are each the second largest producer worldwide of their particular
products, stainless sheets and strip and stainless bar and rcd, respectively;
Usinor, a state—owned producer of sheets, plate, and bar; and Ascoﬁetal, a
company which is jointly owned by Sacilor and Usinor and produces specialty
steel bars and rods.

In December 1984, Usinor announced a reorganization of its stainless
sheet business. Usinor's Chatillon division was merged with its Usinor Inox
subsidiary (formerly Peugot-Loire). The new group is called.Usinor Chatilloﬁ
and is the second largest French producer of stainless steel sheets, with
annual production of about 100,000 metric tons per year. 1/ At the same time,
Usinor announced plans to rationalize Chatillon's Sperations with improvements
in its strip mill at Pont-de—-Roide, to enable the plant to make a fuil range
of sizes of stainless strip. 2/ In May 1985, Usinor Chatillon began efforts
at its Isbergues works designed to enable the production of better quality
steels. The move is in line with the company's policy of becoming more of a
spécialized producer of sophisticated products such as ferritic #tainless

grades, as opposed to involvement in the high-volume, standard grade stainless

1/ Metal Bulletin, December 28, 1984, p. 23, and May 10, 1985.
2/ 1bid., January 11, 1985, p. 25,
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flat products market dominated by Sacilor's Ugine-Gueugnon. 1/ 1In October
1985, Usinor announced plans for a major reorganization making all of it§
operating divisions into separate subsidiaries, leaving Usinor itself as
strictly a holding company. The most important of these subsidiary companies
is Usinor Aciers, which will take over Usinor's flat product and stainless
steel works effective January 1, 1986. 2/

Sacilor announced several improvements in its operations in 198%
including: inauguration of a new bar and rod mill for Ugine-Savoie, which
completed the company's modernization plan; and modernization of casting
operations at Ugine~Gueugnon's Ardoise works. g/k Sacilor also created a new
holding company for its stainless steel interests. The company, called Ugine
SA, will be wholly—owned by Sacilor and will include Ugine-Gueugnon and
Ugine-<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>