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PREFACE

On June 28, 1985, the United States International Trade Commission
instituted investigation No. 332-216, Competitive ‘Assessment of the U.S.
Forging Industry. The investigation, conducted under section 332(g) of the
Tariff Act of 1930, is in response to a request from the United States Trade
Representative, at the direction of the President (app. A). This study
examines the competitive position of the U.S. forging industry in domestic and
world markets. The study also includes an overview of the U.S. forging
industry, together with a detailed analysis of selected key products 1/ that
are important to the U.S. forging industry and are representative of major
segments of the industry in terms of the manufacturing process, import
competition, marketing, and its financial condition.

Notice of this investigation was given by posting copies of the notice at
the Office of the Secretary, U.S. International Trade Commission, Washington,
DC, and by publishing the notice in the Federal Register (50 F.R. 28293 and 50
F.R. 32777) (app. B).

A public hearing in connection with this investigation was held in the
Commission's hearing room on January 21, 1986, and testimony was received from
U.S. producers and foreign producers of forged products (app. C).

In the course of this investigation, the Commission compiled data and
information from questionnaires received from 136 producers, 56 importers, and
68 purchasers of forged products. The questionnaires were mailed to all known
producers, importers, and purchasers of the products covered in the study.
This listing was derived from previous Commission investigations, the Forging
Industry Association, Custom's Importer File, and individual firms in the
forging industry. U.S. producers responding to the questionnaires accounted
for over 70 percent of total industry shipments 2/ during 1981-84. 1In
addition, data provided by producers in the nine selected products represented
an estimated 40 to 90 percent of their respective industry shipments. The
Commission also received questionnaire responses from most major importers and
purchasers of all forged products. Actual data as reported by respondents are
used throughout the report; however, shipments, exports, and imports in the
nine individual product categories were projected to the industry universe
based upon discussions with domestic and foreign industry sources, data
supplied in response to Commission questionnaires, and available Census data.
Finally, information was gathered from various public and private sources,
from U.S. embassies and consulates, and from interviews with both domestic and
foreign producers, importers, and purchasers of forged products, as well as
from public data gathered in other Commission studies.

1/ The products covered include forged steel crankshafts, forged steel
connecting rods, forged steel undercarriage components, forged steel axles and
spindles, steering arms and knuckles, forged steel valves and valve bodies,
forged steel fittings and flanges, forged steel transmission parts, forged
steel hooks, shackles, loadbinders, and other attachments, and forged metal
turbine rotor and generator components.

2/ Total industry shipments compiled from official statistics of the U.S.
Department of Commerce.
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The information and analysis in this report are for the purpose of this
report only. UNothing in this report should be construed to indicate how the
Commission would find in an investigation conducted under other statutory
authority covering the same or similar matter.
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EXECUTIVE SUMMARY

The U.S. forging industry is composed of some 400 forges, which produce a
variety of ferrous and nonferrous forgings for aerospace, automotive, power
generation and marine equipment, and many other applications. The manufacture
of forgings involves processes that shape, refine, and improve the mechanical
properties of metals by subjecting them to impact or pressure. This study.
assesses trends from the perspective of the steel, aluminum, and other forged
products (e.g., titanium) segments of the industry, followed by a detailed
analysis of nine key products.

While the use of forged products is widespread, the health of the
industry is most closely related to conditions in the automotive,
construction, agricultural, and aerospace markets. In recent years, the
industry has faced a contraction in demand and an erosion of its competitive
position in domestic and foreign markets. Given the diversity of products
produced and the fact that many forgings are traded as components of engines
and other assemblies, the industry has not been able to assess the level of
import penetration in the U.S. market accurately.

This report examines the competitive position of the U.S. forging
industry and its foreign competitors on a country—by—country and
product-by-product basis. The assessment, which is based on questionnaire
responses by producers, importers, and purchasers of forged products, and
Commission staff interviews with both domestic and foreign industry officials, -
examines industry structural factors and product characteristics which are
generally considered to provide the basis of market leadership. There were 15
significant areas of cost, technology, marketing, and government involvement
included in the structural assessment (see tables 29 and 30, pages 44 and 45);
whereas 11 product-associated criteria, ranging from price/exchange rates,
tooling costs, and engineering assistance to delivery time, supplier
relationships, and performance features were considered (see tables 79 and 80,
pages 103 and 104). Statistical highlights are presented in table A. The
principal findings of this study are summarized below: .

World Market

o Production in 10 major countries of ferrous and nonferrous drop
forgings, which represent about 70 to 80 percent of the forgings
manufactured in most major producing countries, declined by 12 percent
during 1981-82 from 4.4 to 3.9 million tons.  After a further decline
in 1983, production is believed to have increased in 1984 as worldwide
industrial activity recovered from the recession; production in 1984,
however, was probably still significantly below the 1981 level.

XXl
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o Japan is one the world's largest producers of these forgings,
accounting for 1.4 million tons or 37 percent of identified world
production in 1982. The United States and West Germany are also
major producers, accounting for 17 and 20 percent, respectively, of
1982 production. Other principal world producers include the Soviet
Union, reputed by industry sources 1/ to be the world's largest
producer (no production data are available), the Republic of Korea
(Korea), Brazil, Italy, and the United Kingdom.

U.S. Market and the Domestic Industry

o During 1981-84, the U.S. .economy outperformed the market for forgings.
While the U.S. Gross National Product (GNP) increased by 25 percent
(and the durable goods component of GNP by 24 percent), consumption
of the nine forged products profiled in this study increased overall
by 1 percent to an estimated $2.5 billion. Markets for the products
not specifically profiled in this study are believed to have
experienced a more limited degree of turnaround as growth in industrial
machinery demand, which is relatively more important for the other
products, lagged behind that of the automotive and related industries.
The overall increase in consumption is largely attributable to the
recovery in the automotive and construction markets.

o Improvement in market conditions was not matched by domestic
shipments, which fell overall by 18 percent to $3.1 billion (shipments
of profiled products fell by 10 percent). The decline in shipments
contributed to weakened financial conditions in the domestic
industry. The ratio of net profits to sales fell from 9.9 to 5.9
percent during 1981-84, while capital expenditures and research and
development spending fell from 6.8 to 5.5 percent of sales.

o Financial performance differed markedly, however, among major types of
forgings and their end markets. 1In 1984, the return on sales of
forged steel products, which are shipped principally to the automotive
and bus and truck industries (which experienced increasing returns on
sales during 1981-84), was 3.8 percent. The return on aluminum
forgings (which are shipped principally to the aerospace industry) was
a negative 1.2 percent, far below those of the automotive and
aerospace industries. Throughout the period these two forged products
segments were far outperformed by the higher-valued “other" forgings
(such as titanium and nickel-based superalloys), which are used
primarily in aerospace applications. The return on sales in this
segment was 16.3 percent in 1984, down from a period high of 22.1
percent in 1983, but still several times higher than that of its major
market, the aerospace industry.
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