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Adjustment in the Western German Steel Industry®

Introduction

Western Germany (hereafter, Germany) is the European Community's largest steel
producer, and the world's fifth largest. In addition, Germany is an active
steel trader; it is the Community's largest importer and largest exporter. In
1989, Germany produced 37 million metric tons of finished steel, exported 19.1
million tons, and imported 15.1 million tons.? The country is an important
exporter to the U.S. market, accounting for 9 percent of U.S. steel imports.?

Germany's largest steel producer is Thyssen Stahl, the Western world's eighth
largest producer. Thyssen Stahl accounts for roughly 30 percent of Germany's
steel production. Other large German steelmakers are DHS-Dillinger Hutte
Saarstahl, Krupp, Peine-Salzgitter, Hoesch, Kloeckner, and Mannesmann.
Together, these integrated companies account for about 80 percent of Germany's
total steel production. Unlike a number of other large steelmakers in the
European Community, which have varying degrees of government ownership, these
companies are predominantly held by the private sector.*

In the past 2-3 years, the German industry has made significant strides toward
restructuring. Diversification into other lines of business and
specialization in steel production have been the predominant means of
adjustment throughout the 1980s, but these efforts have been complemented by
mergers and foreign investment. Further adjustment is likely as a result of
the western region's reported overcapacity in flat-rolling facilities and
German reunification, which appears likely to result in a number of joint
ventures.

Company Structure and Adjustme

German steelmakers have long been divisions of larger holding companies having
wide-ranging business interests; such interests include machine building,
engineering, construction, and other downstream, steel-consuming businesses.
Thyssen Handelsunion (the company including Thyssen Stahl), for instance,
conducts business activities not only in the steel industry, but in the coal
and coke, recycling, oil and petrochemical, distribution, sanitary ware,
engineering, construction, and shipbuilding industries. Thyssen also conducts
business in industries which compete with steel, such as the plastic,
aluminum, and ceramics industries. This industrial structure has
traditionally provided German steelmaking firms with more stable operating
environments.

! Except as noted, analysis and data do not include the former German
Democratic Republic.

2 TISI, Steel Statistical Yearbook 1990.

3 American Iron and Steel Institute, December 1989.

4 The only known exception is Dillinger Saarstahl, 27.5 percent of whose
shares are owned by the Saar state government. Peine-Salzgitter's
privatization was completed in 1990.
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During the 1980s, this industrial structure has been complemented by what
appear to be broader efforts to diversify, specialize steelmaking operations,
and otherwise build close supplier relationships with principal steel-
consuming industries. Such efforts are perhaps most evident in Hoesch AG.
Hoesch has undertaken a diversification program in order to become a more
complete partner with the automotive industry.® As such, it has discontinued
production of most long products (i.e., steel bars and shapes) in order to
specialize in cold-rolled and coated sheet steel needed by the auto industry.
In addition, Hoesch has diversified into steel processing, nonferrous metal
trading, electronic components, and computer hardware and software. Hoesch
executives explain that such diversification has enabled them to provide a
broader range of products and services to the auto industry. As a result of
diversification, Hoesch presently depends on its steelmaking operations for
only 30 percent of its annual revenue.®

Unlike many of its foreign competitors, the German steel industry did not
undergo a significant amount of "rationalization" during the 1980s. Numerous
merger plans, involving (at one time or another) each of Germany's integrated
producers, were proposed but did not materialize, basically for two reasons.
On the one hand, German producers typically held management philosophies which
conflicted with those of other producers, German or foreign. 1In particular,
German companies appeared to be reluctant to merge or participate in joint
ventures with foreign competitors. On the other hand, the debt accumulated by
some of Germany's producers during the 1980s, principally Krupp and Kloeckner,
made potential partnerships or mergers, such as that proposed between Thyssen
and Krupp in 1983, difficult to negotiate. The debts accumulated by Hoesch
and Saarstahl were major factors which led Hoogovens (Netherlands) and Arbed
(Luxembourg) to sever or reduce their ties with these companies.’

Recent Adjustment

In recent years, the German industry's restructuring efforts have reflected
greater cooperation among some German companies, and between certain German
companies and foreign partners. In 1988, Krupp, Mannesmann, and Thyssen
announced a plan to restructure operations in Duisburg, located north of
Dusseldorf. According to plan, Krupp closed its Rheinhausen steelworks,
transferring its production of pig iron, raw steel, and semifinished steel to
Mannesmann's Huchingen works (which has since operated as a joint venture),
and its production of rails and structurals to Thyssen's Bruckhausen plant.®
The plan increased capacity utilization in the plants operated by Mannesmann
and Thyssen while allowing Krupp to vacate an antiquated mill and reduce
overcapacity in certain product areas. In the joint venture between

5 Representatives of Hoesch AG, interview by USITC staff, Dusseldorf,
Germany, April 15, 1991.

® Hoesch interview.

7 For a fuller discussion of proposed German mergers, see Thomas R. Howell
et al., Steel and the State: Government Intervention and Steel's Structural
Crisis, Economic Competition Among Nations Series (Boulder and London: The
Westview Press, 1988), pp. 184-188.

® Thomas R. Howell et al., p. 188.
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Mannesmann and Krupp (now Huttewerke Krupp Mannesmann), the companies
addressed opposition from the city of Rheinhausen by sharing job displacement
over both companies.® '

In addition, opposition to foreign steelmakers' participation inside Germany
appears to have dissipated somewhat. In mid-1989, Usinor Sacilor (France)
“acquired a 70 percent stake in Saarstahl, and merged it with Dillinger
Huttenwerke (also located in Germany) to form DHS-Dillinger Hutte Saarstahl.
In 1990, British Steel (BSC) acquired Kloeckner's Mannstadt-Werke, one of the
few facilities that BSC has been able to acquire on the European continent.
In addition, C. Itoh, the Japanese trading company, was allowed to purchase a
5-percent interest in Kloeckner-Werke AG. Before this latter acquisition,
Japan's only other known holding in the European Community was its minority
stake in Hellenic Steel (Greece).

Qutlook

Discussions with representatives of the German steel industry indicate that
economic and financial pressure to restructure, somewhat alleviated by the
buoyant market conditions of the late 1980s, will continue to motivate
companies in the western region to merge certain operations, enter into joint
ventures, and further diversify. Industry analysts have suggested that the
German industry exhibits redundancy among a range of facilities, including
plate and hot strip mills, which are likely to both necessitate high
modernization costs and result in falling product prices during periods of
weak demand.!® These analysts expect market forces to necessitate
consolidation of such facilities. Industry sources also indicate that joint
ventures may be particularly appealing to those German companies, like
Kloeckner, Krupp, and Mannesmann, whose financial performance suffered
significantly during the 1980s.

The need to assimilate producers in the former German Democratic Republic into
the German industry, however, appears equally pressing. Among the problems
evident in the east are poor product mix (i.e., overdependence on long
products), overstaffing, and poor site location. Western German steel
executives familiar with the east indicate that two-thirds of the products
produced in the east are merchant-grade long products, for which there is
already oversupply in the European Community.!! The eastern steel industry
employs roughly 70,000 workers, half or more of which are reportedly
unnecessary in efficient operations.!? Moreover, managers of steel firms

% Representative of Mannesmann AG, interview by USITC staff, Dusseldorf,
Germany, April 16, 1991.

1% Hans Mueller, "Economic Outlook for German Steel," Steel Times, December
1990, p. 661, and interviews by USITC staff, Germany, France, Belgium, and the
Netherlands, April 15-29, 1991,

1 Representatives of the German steel industry, interview by USITC staff,
Dusseldorf, Germany, April 15-17, 1991.

2 paul Millbank, "A Marriage of Inconvenience," Metal Bulletin Monthly,
December 1990, p. 63.
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located in the east are reportedly unfamiliar with Western cost accounting,
marketing, and sale techniques.!® Facilities that are maintained will
apparently require large-scale investment.

The funds and technology necessary to modernize facilities in the east will
evidently come from western partners. It has been reported that Thyssen,
Krupp, Peine-Salzgitter, Hoesch, and Mannesmann are involved in technology and
production arrangements with eastern producers. The costs incurred by western
German companies may be partially offset by f1nanc1al assistance made-
available to those who create jobs in the east.!* Interviews with staff at
the EC Commission indicate that there also exists a possibility that subsidies
may be extended to eastern mills as part of a broad regional aid program for
which east Germany now qualifies. Such a subsidy program would reportedly
conform to the principles set forth in the present EC State Aids Code on
steel,!® which has been suggested as a model for a subsidy llmltatlon
agreement specific to the steel industry under the GATT.

Richard Brown
252-1438

13 European steel executives, invterviews by USITC staff, April 1991.

14 "German investors will get subsidies," Metal Bulletin, September 10,
1990, p. 47.

15 Staff of the Commission of the European Communities, interview by USITC
staff, Brussels, Belgium, April 25, 1991.

Y
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U.S. STEEL INDUSTRY HIGHLIGHTS

Figure 1 Figure 2

U.S. average monthly and monthly steel shipments : U.S. average monthly and monthly steel imports
1,000 short tons ; S 1,000 short tons
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Figure 3 . . Figure 4 - v
U.S. average monthly-and monthly steel exports ~ U.S. average monthly and monthly steel import pmlnﬂon‘
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1 import penetration is defined as the percent of apparent consumption represented by imports.
Source: Compiled from data of the American Iron and Steel Institute and official statistics of the U.S. Department of Commerce.
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INTERNATIONAL STEEL INDUSTRY HIGHLIGHTS

Figure 5
?9‘8% stoel: Geographic distribution of world production,
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Figure 6

Raw steel: Goo%n hic distribution of world apparent
consumption, 19 P PP
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! includes Bulgaria, Czechoslavakia, German Democratic

Republic, Hungary, Poland

, and Romania.
2 All Asian

countries excluding Japan, China, North Korea, and the Middle East region.

3 Includes Mexico, Central America, South America and
the Caribbean (indluding Cuba).
Source: International Iron and Steel Institute.
Table | Table it
Raw steei: Production of top 20 steeimakers, 1980, 1990 | CTude steel: Apparent °°K'”o!'"'“p“°" per capita, 1979, 1989
(Mil . (Kilograms)
Volume Percent | goocied fﬁa'fg:
c . change , Shange | countryregion 1979 1989 1976289
Nippon gteel Japan 329 288 -4.1 -12.6
UsiporSaclor France 174 233 59 337 | ypEoo--co- S8 7R 18
B0 el Korea 59 162 103 1749 | govietUnion .l 575.7 581.8 1.1
Kingdom 284 138 54 637 Canada ........... 647.2 528.8 -18.3
uss United - : Eastem Europe’ 5333 4391 177
State 211 124 -87 415 rea ............. 199.8 418.6 109.5
s ‘0 15 " ' United States . . . ... 622.3 4122 -338
NKK Japan 140 121 -19 -135 12 3949 386.2 22
ILVA Ita N37 15 22 160 | geie oo ' : '
Sumitomo excluding pe
Metal Japan 127 111 -16 -12.3 c-12) 218.3 2215 15
Thyssen Germany 124 111 -13 -10.2 Middie East ........ 177‘1 950 -46'4
Kawasaki pan 127 11 16 124 | Mesien ... 1283 861  -329
Bethichem  United Brazil .. ... 1.1l 107.9 845  -217
States 136 99 37 271 China 460 630 37.0
/s\ &d Lr:‘dia o 32 g; g} 23; China ............. 4.0 8.0 370
om : : . . e . X .
LTV Steel Unsn;d urg N Indonesia .......... 125 13.0 4.0
tes 8 74 -14 -155 -
Kobe Steel Japan 74 66 08 114 Word ............. 174.3 151.1 13.3
Iscor SouthAfrica 70 63 -07 -9.4 Memo:
China Steel Taiwan 5194 59 45 320.7 countries 4774 419.9 -120
Dofasco Canada 34 552 18 §3.2 Developing ‘ ) ’
National Steel  United countries . ... 46.7 49 39
States 69 52 -17 -24.6 cen“a"y —planned
! Represents combined production of Usinor and Sacilor, poopivetic SN 1838 184.1 0.2

which merged to form Usinor—Sacilor in 1987.
2 Reflects production resulting from a 13-week
strike in early 1980.

. 3Represents production of FINSIDER, many of whose facili-
ties were taken over by ILVA in early 1989.

4 Represents combined production at Jones & Laughiin
‘Sg;e‘l and Republic Steel, which merged to form LTV Steel in

5 Estimated.

8 Includes production from Algoma Steel, which was ac-
quired by Dofasco. A

! Includes Albania, Bulgaria, Czechoslovakia,
German Democratic Republic, Hungary, Poland and
Romania.

Source: Compiled from statistics of the International Iron and
Steel Institute.
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Table iii
Raw steel: Average annual production by country or region, by specified 5-year periods, 195690
Principal
steel-
producing
Time United developln World
period States EC-12 Japan countries total
Million metric tons
195660 .. ... ..ot 91.79 85.86 14.91 14.97 299.81
196165 .. ...... ... .. ... ..., 102.36 105.37 33.66 20.94 397.09
1966-70 . . ....coiiiii i 120.76 130.63 70.46 31.35 533.66
1971-75 .. ............. e 120.99 150.91 104.84 46.05 650.23
1976-80 . ...ttt 115.78 145.31 107.01 69.04 706.07
1981-85 ........ ... .. ...l 83.61 131.60 101.86 . 9517 688.82
1986-90 . ....... ...l 84.62 133.35 104.14 137.90 756.19
Percent of world
1966-60 . ...... ... .. ...l 30.62 28.64 497 4.99 100.00
1961—65 ........................ 25.78 26.54 8.48 527 100.00
1966-70 .. ...ttt 22.63 24.48 13.20 5.87 100.00
1971-75 . . ... . 18.61 23.21 16.12 7.08 100.00
1976-80 .. ... ... i, 16.40 20.58 15.16 9.78 100.00
198185 .............. ... ... .. 12.14 19.10 14.79 13.82 100.00
1986-90 . .......coiiiiiiiin .. 11.19 17.63 13.77 18.24 100.00
! Includes Brazil, Peoples Republic of China, India, Republic of Korea, Mexico, and Taiwan.
Source: Compiled from statistics of the U.K. Iron and Steel Statistics Bureau and International lron and Steel Institute.
Table iv
Raw steel: Production, by specified country and region, 1985-80
Percent
Change
1985-
Country/region 1985 1986 1987 1988 1989 1990 1990
1,000 metric tons
Turkey .................... 4,864 5,928 7,044 7,982 7,852 9,350 92.2
Taiwan .................... 5,306 5 545 5,915 8,288 9,047 9,554 80.1
Korea ..................... 13,539 14,555 16,782 19,118 21,873 23,125 708
China ..................... 46,794 52,208 56,020 69,430 61,590 67,241 - 437
India ...................... 11,936 12,197 13,121 14,309 14,429 14,866 245
Mexico .................... 7,399 7,225 7,642 7,779 7,851 8,682 173
UnitedStates ............... 80,068 74,032 80,876 90,650 88,834 88,900 11.0
Japan ..................... 105,279 98,275 98,513 105,681 107,909 110,333 48
EC-12 ...l 135,663 125,855 126,486 137,816 140,080 136,454 . 0.6
Brazil ..................... 20,458 21,233 22,228 24,657 25,055 \ 05.
Australia ................... 6,609 6,674 6,100 6,387 6,732 6,617 0.1
SovietUnion................ 154,653 160,537 161,935 163,037 160,096 154,333 -0.2
Eastern Europe! ............ 42,661 43,939 44,426 43,968 42,703 36, 1915 -135
Canada ................... 14,637 14,081 14,737 14,866 15, 1458 12,100 -173
Total selected ’
countries/regions . . ... .. 649,866 642,284 661,825 703,958 706,978 699,039 76
Allother ................... 69,008 71,099 74,077 75,691 77,962 71,210 3.2
Worldtotal ................. 718,874 713,383 735,902 779,649 784,940 770,249 71

1Includes Czechoslovakia, German Democratic Republic, Hungary and Poland.
Source: Compiled from statistics of the International Iron and Steel Institute.

N
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Table v
Steel mill products: Average annual exports by region of origin, by specified period, 1970-89'
Principal
steel-
producing
United developin All World
Period States EC-12 Japan countrie. other total
Exports (1,000 metric tons)
1970-74 . ... .............. 4,171 26,837 23,821 1,737 24,263 80,829
1976-79 . ... ... ..l 2,440 36,418 31,970 3,966 32,251 107,045
1980-84 . ................... 2,028 34,709 29,919 11,344 37,821 115,820
1985-89 . ................... 1,758 31,446 25,727 17,678 50,201 126,810
Percent of world
1970-74 . ... ................ 52 33.2 29.5 2.1 30.0 100.0
1975-79 . ...l 23 34.0 29.9 3.7 30.1 100.0
1980-84 .................... 1.8 30.0 268 9.8 327 100.0
1985-89 . ................... 1.4 248 20.3 13.9 39.6 100.0
Percent of shipments3
44 225 28.8 0.9 (2 16.1
29 316 35.1 8.3 15. 18.9
24 313 32.1 15.7 17.2 20.5
26 18.9 26.6 17.0 20.6 20.2
1 Intra—EC trade excluded.
2 ncludes Brazil, Peoples Republic of China, India, Republic of Korea, Mexico, and Taiwan.
3 Derived by the staff of the International Trade Commission.
4 Not available.
Source: Compiled from statistics of the International Iron and Steel Institute, except as noted.
Table vi '
Steel mill products: Average annual imports by region of origin, by specified period, 1970-89
Principal
stoel-
producing
. United developin, Al World
Period States EC-12 Japan countrie other total
Imports (1,000 metric tons)
1970-74 . ... ... ... .. ....... 14,274 10,460 143 8,505 47,384 80,766
1975-79 .. .................. 15,044 12,588 464 13,115 61,805 103,015
1980-84 .................... 16,952 12,138 2,296 15,148 69,312 115,846
1985-89 . ................... 18,934 12,075 ~ 5,086 22,874 68,150 127,118
Percent of world
1970-74 . . .................. 17.7 13.0 0.2 10.5 58.7 100.0
197679 . .. ... 14.6 12.2 0.5 12.7 60.0 100.0
1980-84 . ................... 146 10.5 20 13.1 59.8 100.0
1985-89 .................... 149 95 4.0 18.0 536 100.0
Percent of apparent consumption
1970-74 . ... ................ 13.5 0.2 4.2 (3 16.1
1975-79 .. ... ...l 15.7 13.2 0.8 230 26.2 18.9
1980-84 .................... 20.6 13.7 35 20. 27.6 20.5
1985-89 .................... 222 6.7 21.0 26.0 20.2

1intra~EC trade excluded.
2|ncludes Brazil, Peoples Republic of China, India, Republic of Korea, Mexico, and Taiwan.
3 Not available.

Source: Compiled from statistics of the International Iron and Steel Institute.
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Preface

On December 29, 1989, at the request of the Committee on Ways and Means,
U.S. House of Representatives, and in accordance with the provisions of
section 332(g) of the Tariff Act of 1930 (19 U.S.C. 1332(g)), the United
States International Trade Commission announced the continuation of
investigation No. 332-226, Monthly Reports on the Status of the Steel
Industry.! The purpose of the reports is to monitor developments in the steel
industry through March 1992, which corresponds with the President's extension
of the voluntary restraint arrangements (VRAs) with certain countries and
regions which export steel to the United States. The original investigation
was instituted by the Commission on April 9, 1986. On December 12, 1990, with
the approval of the Ways and Means Committee, the Commission announced that

the reports would be published quarterly, with the first quarterly report to
be published in March 1991.2

Background of the VRAs

On September 18, 1984, the President determined, under section 202(b) (1)
of the Trade Act of 1974, that taking "escape clause" action was not in the
national economic interest (49 Federal Register 36813). The decision followed
an investigation conducted by the Commission in which imports of certain steel
products were found to be a substantial cause of serious injury, or threat
thereof, to certain domestic industries (investigation No. TA-201-51).3
Instead of taking action under the statute, the President established a
nine-point policy to address the concerns of the industry. Under this policy,
the President directed the United States Trade Representative to negotiate
voluntary restraint arrangements (VRAs) to cover a five year period (from
October 1, 1984 through September 30, 1989) with countries whose exports to
the United States had increased significantly in previous years due to an
unfair surge in imports. Although the structure of the arrangements varied
from one country to another, each involved an agreement by the foreign
government to limit exports of certain steel products to the United States; to
bring the agreements into effect, U.S. producers withdrew pending unfair trade
petitions and the U.S. Government suspended antidumping and countervailing
duties that were in effect on steel products covered by the VRAs. The trade
measures were expected to return the share of imports in the U.S. market to a
more normal level of approximately 18.5 percent, excluding semifinished steel
(which subsequent Administration statements indicated were limited to about
1.7-million tons per year).

!See appendix A for a copy of the request letter and appendix C for notice of
continuation.

2See appendix B for letter and appendix D for notice of change in frequency of
publication.

*Affirmative decisions were rendered in the case of semifinished steel,
plates, sheets and strip, wire and wire products, and structural shapes and
units. Negative determinations were rendered in the case of wire rod, railway
type products, bars, and pipes and tubes.
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Specialty steel

On July 19, 1983, the President announced his decision to grant import
relief to the specialty steel industry for a period of 4 years (53
Federal Register 52897). The relief was scheduled to expire on July 19, 1987.
Under the relief, quotas were placed on imports of stainless steel bars,
stainless steel wire rods, and certain alloy tool steel products; increased
duties were imposed on stainless steel plates and stainless steel sheets and
strip. On July 16, 1987, the President announced his decision to extend the
import relief in the form then in-effect for a period from July 20, 1987
through September 30, 1989. Under the steel VRAs, in return for their
agreement to limit exports of stainless steel plates and sheets and strip, the
VRA countries were exempted from having to pay additional duties (with the
exception of Finland, whose VRA does not include stainless steel flat-rolled
products). Quotas were unaffected by the VRAs for all countries except the
EC-10, which negotiated limits on rods, bars, and alloy tool steel as part of
its VRA; Brazil, whose VRA includes the specialty steel products subject to
quotas; and Austria, which included alloy tool steel in its VRA.

Extension of the VRAs

On July 25, 1989, the President announced a Steel Trade Liberali-
zation Program, under which the VRAs were extended for two and one-half years,
terminating on March 31, 1992. The President directed the U.S. Trade
Representative to negotiate VRAs at an overall restraint level of 18.4 percent
(which is the same as the 1988 VRA import penetration level). In order to
provide incentives for countries to eliminate trade-distorting practices and
in order to respond to concerns of steel consumers for adequate supplies of
raw materials, the President authorized up to an additional one percent import
penetration annually that would be available to countries that entered into
bilateral consensus agreements.*

On December 12, 1989, the U.S. Trade Representative announced that
negotiations had been completed with the European Community and the 16 other
countries that previously had VRAs.® As a result of the negotiations, the
restraint levels for steel mill products (including semifinished steel)
increased to a 19.1 percent share of domestic consumption in the first period
of the new VRA program (table A). Additional increases in restraint levels
have been authorized for subsequent years for countries that have entered into
bilateral consensus agreements.® Product coverage under the VRAs remains

“Negotiations for bilateral agreements were conducted in order to restrict

trade-distorting practices, and to address the causes rather than the symptoms

affecting world trade in steel.

*South Africa is the only country with which the United States did not renew

the VRA.

®Countries or regions with which the U.S. has negotiated bilateral agreements

are the EC, Japan, South Korea, Brazil, Mexico, Australia, and Trinidad and

Tobago. Although bilateral agreements have been reached with Austria, Finland
(continued...)
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essentially unchanged though the agreements have been modified to include
those specialty steel products that were previously subject to relief under
section 203 of the Trade Act of 1974.

Operation of the VRAs

Under the VRAs, foreign governments agreed to limit their steel exports to the
U.S. market over specified time periods. The foreign governments issue to
their industries export certificates, which in turn must be presented to U.S.
Customs officials as a condition of entry. The U.S. Department of Commerce,
which administers the program, monitors compliance on the basis of these
export certificates.” Issues or problems regarding the program (including
compliance) are discussed by contracting partles through perlodlc meetings
between U.S. and foreign government officials.®

Some of the VRAs set fixed-tonnage limits, while others limit exports to a
certain share of the U.S. market. With respect to market share agreements,
the Department of Commerce uses forecasts of U.S. apparent consumption
(published in February, May, August, October, and December of each year)? to
establish (and revise) quantitative export ceilings. Since final consumption
can only be determined following the termination of a period, adjustments for
over— or undershipping may be carried forward to the subsequent period.

6(...continued)

and Yugoslavia, there has been no announcement of addltlonal market share
increases for those countries.

’Although the import statistics in this report may serve as an indicator of
the overall percent of the export ceilings that are met, they are not a »
substitute for the official statistics based on export certificates. "Even as
an indicator, however, the figures in this report tend to overstate the actual
level of VRA exports. This is because product coverage varies among
agreements, and imports of products covered by only some VRAs countries are
considered VRA imports regardless of which VRA country is the country of
origin; the degree of overstatement, however, is relatively small.

8In order to enforce compliance w1th the VRAs the President may, among other
things, direct Customs to deny entry to further shipments from countries
surpassing their ceilings.

9Forecasts are provided to the U.S. Department of Commerce by DRI, a private
sector consulting firm.
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Table A

Overall ceiling levels under initial and extended voluntary restraint
arrangements

First Second Third

Country VRA I Period? Period? Period!

Percent

Australia? 0.26 0.39 0.49 0.59
Austria 0.24 0.25 0.25 0.25
Brazil? 1.35 1.80 2.10 2.10
Czechoslovakia——-—-———--— 0.04 0.04 0.04 0.04
EC? 6.94 7.00 7.00 7.00
Finland 0.24 0.25 0.25 0.25
East Germany’----------- 0.11 0.10 0.10 0.10
Hungary 0.03 0.05 0.05 0.05
Japan? 6.19 5.00 5.30 5.30
South Korea?----------—-- 1.92 2.45 2.62 2.62
Mexico? 0.49 0.95 1.10 1.10
PRC--- 0.08 0.08 0.09 0.09
Poland 0.09 0.13 0.13 0.13
Romania 0.11 0.11 0.11 0.11
Trinidad and Tobago?---—- 0.04 0.12 0.13 0.15
Venezuela 0.21 0.33 0.33 0.33
Yugoslavia 0.02 0.05 0,05 0,05
Total 18.36 19.10 20.14 20.26

! Numbers are approximate because some VRAs were negotiated for two

15-month periods, and others were negotiated for other combinations

totaling 30 months. Market shares are based on 1989 apparent

consumption.

2 Includes allocation of bonus percentage (see Preface for explanation).
Amount of allocation not specified. ‘

3Following the reunification of Germany, responsibility for the administration
of the voluntary restraint agreement with East Germany was transferred to the
European Community. However, the export ceiling level for steelworks located
in Eastern Germany remains unchanged.

Source: USTR press release, December 12, 1989.
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Structure of the Report

o}

The Monthly Review section provides perspective on imports and
trade by highlighting specific products, countries, or customs
areas. The inclusion of such insights, which may not be readily
apparent from the report's tabulated data, are intended to focus
attention on important events in the steel industry. A chrono-
logical listing of Monthly Review topics immediately follows each
month's review.

Table 1 provides data on key items, including raw steel production,
capability utilization, employment, wages, shipments, trade, and
financial performance.

Tables 2-6 provide data on shipments, imports, exports, apparent
consumption, and imports as a percent of apparent consumption by
major product for all grades of steel, plus carbon and specialty
products separately.

Table 7 provides quantity and value data on imports of total steel
mill products and certain fabricated products. The EC and each VRA
country are specified, as are the top 10 non-VRA suppliers. The
table can be used to measure the extent to which penetration is
approaching the levels anticipated under the President's steel
policy.

Table 8 provides data on the quantity of steel other than
semifinished steel, which is being imported from the EC, each VRA
country, and the top non-VRA suppliers, and the market penetration of
each country.

Table 9 provides data on the quantity of semifinished steel imported
from the EC, each VRA country, and the top non-VRA suppliers, and
presents the 1989 semifinished unadjusted export ceilings of each VRA
country.

Tables 10-29 provide data on the quantity and value of major carbon
and specialty steel imports on a product-by-product basis. The EC,
each VRA country, and the top non-VRA suppliers are specified.

Table 30 provides data on the unit values of selected imports of
carbon and specialty steel products.

Table 31 provides data on imports of selected carbon and specialty
steel products. The table also provides information which permits an
examination of the extent to which shifts in product mix within major
product categories is occurring.

Tables 32-37 provide data on imports of steel mill products and
certain fabricated products, by U.S. customs area.
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Notes on Product Coverage and Methodology

Data on foreign trade and domestic shipments are compiled from
official statistics of the U.S. Department of Commerce and from statistics of
the American Iron and Steel Institute (AISI), respectively.

The products for which foreign trade data are collected generally
correspond to those covered by the VRAs. Since the VRAs include certain
fabricated products (defined as wire strand, wire ropes, cables, cordage and
fabricated structural units), the data may exceed that compiled by other
organizations such as the AISI. The additional tonnage, however, is
relatively small. In 1990, AISI reported imports of 17.2 million tons, which
compares to the 18.0 million tons indicated in this report. The product
categories most affected are structural shapes and units (which includes
fabricated structurals in this report) and wire and wire products (which
includes wire rope and wire strand).

The EC VRA now includes Portugal and Spain, which are no longer
subject to separate VRAs.

In table 30, unit values are calculated using unrounded data. Import
values are customs value, i.e., the data do not include insurance and freight
charges from the country of origin to the United States.

Trade data include imports under sections 9802.0060 and 9802.0080 of
the Harmonized Tariff Schedule and sections 806.30 and 807.00 of the Tariff
Schedule of the United States. These provisions apply to U.S. merchandise
which is exported, processed, and reimported into the United States.

For the purposes of statistical continuity, South Africa continues to
be listed as a VRA country.

As of the February 1990 report, the source for the data on employment
levels in Table 1 was changed from the American Iron and Steel Institute
(AISI) to the U.S. Department of Labor, Bureau of Labor Statistics (BLS).

AISI employment figures cover reporting companies only; these companies
represent a declining share of total raw steel production. The BLS data cover
the entire steel industry, as defined by Standard Industrial Code 331, which
includes the electrometallurgical products (or ferroalloy) industry. In the
past, this industry, which is not generally defined as part of the steel
industry, has represented less than three percent of total employment levels
reporting under this SIC.

Beginning with the February 1990 report, data on tool steel imports
were revised so as to exclude bearing steel products; the revisions affect
data going back to January 1989. The revised data, which are consistent with
industry practice and reports prior to 1989, treat bearing steel as an alloy
steel and categorize it according to its end form--either plate, sheet and
strip, or rod. Unlike data on imports and shipments, available data on tool
steel exports include some bearing steel products. As a result, apparent
consumption calculations (see table 5) are slightly understated in the case of
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tool steel, and slightly overstated in the case of plate, sheet and strip, and
rod. The ITC staff estimates, however, that the degree of understatement/

overstatement is minor, as exports of bearing steel products are believed to
be relatively low.

The continuity of certain trade data was affected by the
implementation of the HTS due to changes in the metallurgical specifications
of alloy steel and two important subsets of alloy steel: stainless steel and
tool steel. In the case of alloy steel and tool steel, definitions have been
broadened in some areas and narrowed in others, making it difficult to
determine the net impact on trade figures. In the case of stainless steel,
the definition has been broadened. Under the ISUS stainless steel was defined
as any alloy steel which contained, by weight, less than 1 percent of carbon
and over 11.5 percent of chromium; the HTS defines stainless steel as alloy
steels containing, by weight, 1.2 percent or less of carbon and 10.5 percent
or more of chromium, with or without other elements.

To reflect changes made to the Harmonized Tariff Schedule (HTS), the
following HTS numbers have been added beginning with the March 1991 report:
7226.91.0500, 7226.91.1560, 7226.91.2560 (tool steel); 7226.91.1530,
7226.91.2530 (carbon and certain alloy sheet and strip).

Following consultation with the U.S. Department of Commerce, the ITC
staff made the following revision to the June, July and September 1990 export
data: 686 tons of June 1990 tool steel exports to Iraq, valued at §1,411,000,
have been reclassified as electrical sheet and strip; 1,681 tons of July 1990
tool steel exports to Iraq, valued at $2,360,000, have been similarly
reclassified; and 25,122 tons of September 1990 stainless plate exports to
France, valued at $9,162,041, have been reclassified as carbon slab exports.

Product coverage under the new VRAs (negotiated during 1989) differs
slightly from that under the original VRAs (negotiated during 1984-5). For
the purpose of statistical continuity, product coverage in this report has
remained unchanged. The categories affected by these modifications include
carbon and certain alloy sheet and strip (HTS numbers 7208.90.00, 7209.90.00,
7211.90.00, 7225.90.00 have been added to the new VRAs) and stainless sheet
and strip (7219.90.00 and 7220.90.00 have also been added). In addition, HTS
numbers 7206.90.00 (previously included under carbon and certain alloy
semifinished steel) and 7302.30.00 (rails and related products) have been
excluded from the new VRAs. The overall impact of these changes is relatively
minor; with modifications, overall 1990 imports would have increased one
percent.

The rails and related products category includes both new and used
rails (see appendix E for complete definition). Of the 349,554 tons of rails
and related products imported into the United States in 1990, 48 percent (or
170,288 tons) were used rails.

h



xvii

CONTENTS

Page
Quarterly review: Adjustment in the Western German steel industry--—----- i
Quarterly review index v
U.S. steel industry highlights vi
International steel highlights vii
Preface X
Structure of the Report xiv
Notes on Product Coverage and Methodology XV
Appendix A. Request letter from the Honorable Dan Rostenkowski, Chairman

of the Committee on Ways and Means, U.S. House of Representatives——----- A-1
Appendix B. Letter from the Honorable Dan Rostenkowski, Chairman

of the Committee on Ways and Means, U.S. House of Representatives,

concerning the change in putlication frequency B-1
Appendix C. Notice of continuation of investigation No. 332-226 in the

Federal Register c-1
Appendix D. Notice of change in publication frequency of reports on the

status of the steel industry in the Federal Register D-1
Appendix E. Definitions of certain terms, and descriptions of the

products subject to the investigation E-1
Appendix F. U.S. exports, by country or region of destination, 1989,

1990, and specified periods 1990 and 1991 F-1
Appendix G. Imports of certificated arrangement products, 1984-1989------— G-1
Appendix H. May VRA signatories' ceilings tables based on apparent

consumption forecasts H-1

Tables

1. Steel: U.S. raw steel production, capability utilization, employ-

ment, wages, shipments, imports, exports, apparent consumption,

net sales, and net income, 1986-90, and by specified periods,

1990 and 1991 1
2. Steel mill products and certain fabricated steel products: U.S.

producers' shipments, by product and grade of steel, 1986-90, ‘

and by specified periods, 1990 and 1991 2
3. Steel mill products and certain fabricated steel products: U.S.

imports, by product and grade of steel, 1986-90, and by

specified periods, 1990 and 1991 3
4. Steel mill products and certain fabricated steel products: U.S.

exports of domestic merchandise; by product and grade of steel,

1986-90, and by specified periods, 1990 and 1991 4
5. Steel mill products and certain fabricated steel products:

Apparent U.S. consumption, by product and grade of steel,

1986-90, and by specified periods, 1990 and 1991 5
6. Steel mill products and certain fabricated steel products: U.S.

imports as a percent of apparent consumption, by product and

grade of steel, 1986-90, and by specified periods, 1990 and

1991 6

Y



10.

11.

12.

13.

14,

15.

16.

17.

18.

19.

20.

21.

22.

xviii
CONTENTS
Tables

Steel mill products and certain fabricated steel products: U.S.

imports for consumption, by specified sources, 1989, 1990, and

by specified periods, 1990 and 1991 7
Steel other than semifinished steel: U.S. imports for consumption,

and imports as a percent of apparent U.S. consumption, by

specified sources, 1989, 1990, and by specified periods, 1990

and 1991 9
Semifinished steel: U.S. imports for consumption, by specified
sources, 1989, 1990, and by specified periods, 1990 and 1991------- 11

Carbon and certain alloy semifinished steel: U.S. imports for
consumption, by specified sources, 1989, 1990, and by specified
periods, 1990 and 1991 12

Carbon and certain alloy steel plate: U.S. imports for consumption,
by specified sources, 1989, 1990, and by specified periods, 1990
and 1991 14

Carbon and certain alloy steel sheet and strip: U.S. imports for
consumption, by specified sources, 1989, 1990, and by specified
periods, 1990 and 1991 16

Carbon and certain alloy steel bar and light shapes: U.S. imports
for consumption, by specified sources, 1989, 1990, and by
specified periods, 1990 and 1991 18

Carbon and certain alloy steel wire rod: U.S. imports for

{‘consumption, by specified sources, 1989, 1990, and by

. specified periods, 1990 and 1991 20

Carbon and certain alloy steel wire: U.S. imports for consumption,
by specified sources, 1989, 1990, and by specified periods, 1990
and 1991 22

Carbon and certain alloy steel wire products: U.S. imports for
consumption, by specified sources, 1989, 1990, and by specified
periods, 1990 and 1991 24

Carbon and certain alloy steel structural shapes: U.S. imports for
consumption, by specified sources, 1989, 1990, and by specified
periods, 1990 and 1991 26

Carbon and certain alloy steel rails and related products: U.S.
imports for consumption, by specified sources, 1989, 1990, and by
specified periods, 1990 and 1991 28

Carbon and certain alloy steel pipe and tube: U.S. imports for
consumption, by specified sources, 1989, 1990, and by specified
periods, 1990 and 1991 30

Total, carbon and certain alloy steel products: U.S. imports for
consumption, by specified sources, 1989, 1990, and by specified

periods, 1990 and 1991 T 32
Stainless semifinished steel: U.S. imports for consumption, by

specified sources, 1989, 1990, and by specified periods,

1990 and 1991 - 34
Stainless steel plate: U.S. imports for consumption, by specified

sources, 1989, 1990, and by specified periods, 1990 and 1991------- 36

Y



23.

24,

25.

26.

27.

28.

29.

30.

31.

32.

33.

34,

35.

36.

37.

xXix
CONTENTS
Tables

Stainless steel sheet and strip: U.S. imports for consumption, by
specified sources, 1989, 1990, and by specified periods,

1990 and 1991-————— = e

Stainless steel bars and shapes: U.S. imports for consumption, by
specified sources, 1989, 1990, and by specified periods,

1990 and 1991-———————

Stainless steel wire rod: U.S. imports for consumption, by
specified sources, 1989, 1990, and by specified periods,

1990 and 1991- - - e e

Stainless steel wire: U.S. imports for consumption by specified
sources, 1989, 1990, and by specified periods, 1990 and 1991-------

Stainless steel pipe and tube: U.S. imports for consumption by
specified sources, 1989, 1990, and by specified periods,

1990 and 1991 -

Alloy tool steel (all forms): U.S. imports for consumption by
specified sources, 1989, 1990, and by specified periods,

1990 and 1991 --

Total, stainless and alloy tool steel products: U.S. imports for
consumption, by specified sources, 1989, 1990, and by specified
periods, 1990 and 1991----—-—==—-——-

Steel mill products and certain fabricated steel products: Unit
value of U.S. imports for consumption, by specified sources, 1989,
1990, and by specified periods, 1990 and 1991

Steel mill products and certain fabricated steel products: U.S.
imports for consumption of specified products and imports as a
percent of major product groupings, 1989, 1990, and by specified
periods, 1990 and 1991

Steel mill products and certain fabricated steel products: U.S.
imports for consumption, by customs areas, 1989, 1990, and by
specified periods, 1990 and 1991 -——==

Steel mill products and certain fabricated steel products: U.S.
imports for consumption, through the Atlantic Coast customs area,
1989, 1990, and by specified periods, 1990 and 1991

Steel mill products and certain fabricated steel products: U.S.
imports for consumption, through the Great Lakes-Canadian border
customs area, 1989, 1990, and by specified periods, 1990
and 1991 -

Steel mill products and certain fabricated steel products: U.S.
imports for consumption, through the Gulf Coast-Mexican border
customs area, 1989, 1990, and by specified periods, 1990 and
1991 --

Steel mill products and certain fabricated steel products: U.S.
imports for consumption, through Off-shore customs ar<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>