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| PREFACE

On July 9, 1992, 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 instituted investigation
No. 332-327, Steel: Semiannual Monitoring Report. The purpose of these reports is to provide
information concerning the status of, and prospects for, the U.S. steel industry in the post- Voluntary
Restraint Agreement (VRA) competitive environment, from January 1991 through December
1994. An overview of the structure of this report and notes on its product coverage and
methodology are presented in appendix A. The study request letter from the Chairman of the House
Committee on Ways and Means and the notice of the Commission’s investigation are presented in
appendixes B and C, respectively.

This report, which analyzes current conditions in the U.S. industry, is the second in a series of
six requested semiannual reports. The analysis of current conditions includes information on recent
developments in steel consumption, trade, capacity, production, capital expenditures,
environmental expenditures, spending on research and development, employment, and financial
performance. The analysis is based on data developed from secondary sources and questionnaires
sent to 230 producers of steel mill products. Responses were received from 159 producers, which
account for virtually all raw steel production (more than 95 percent) and include a substantial
percentage of steel converters surveyed (i.e., companies that purchase certain steel mill products
for conversion into other steel mill products).

The products covered in this report were subject to import quotas under VRASs in effect from
late 1984 through March 31, 1992. The President undertook the VRA program after the U.S.
International Trade Commission made an affirmative determination under section 201 of the Trade
Act of 1974 (19 U.S.C. 2251) with respect to imports of certain carbon steel products.! After
receiving the Commission’s report on that investigation, the President announced that he was not
taking action under section 203 of the Trade Act but instead would negotiate bilateral restraints with
steel-exporting countries to limit U.S. imports of steel and to pursue a more vigorous policy of
enforcement of the laws against unfair trade practices.2 Congress later passed the Steel
Stabilization Act (title VII of the Trade and Tariff Act of 1984), which granted the President
authority, for the 5-year period ending September 30, 1989, to enforce the terms of the bilateral steel
agreements but set certain conditions for such authority. The President was required to make an
annual affirmative determination that major steel companies were committing substantially all of
their net cash-flow from steel operations to reinvestment and modernization of their steel
operations and that a certain level of funds was being committed to worker retraining.3 In July 1989
the President proposed a 2-1/2 year extension of the program. Congress later enacted the Steel
Trade Liberalization Program Implementation Act extending the President’s enforcement
authority through March 31, 19924

As part of the Steel Trade Liberalization Program and the Bilateral Consensus Agreements that
were negotiated under that umbrella, countries agreed to work towards a Multilateral Steel
Agreement (MSA) that would address the underlying causes of unfair trade in steel by eliminating
tariffs, nontariff measures such as quotas, and most subsidies in the steel sector. The United States
and 34 other countries have participated in negotiations for an MSA under the general auspices of
the General Agreement on Tariffs and Trade. The MSA negotiations were suspended on March 31,
1992, the same day that the VRA program expired. Negotiations resumed in December 1992 and
the next round of meetings are tentatively scheduled for July 1993. Since the end of the VRAs,
unfair trade petitions have been filed on numerous items including wire rope, bar, steel rail, pipe and
tube, and other steel products once covered by the VRAs. In addition, a large number of petitions
were filed by the domestic industry on flat-rolled steel products from 21 countries. A list showing
the status of unfair trade cases filed on steel products and raw materials since late 1991 is presented

in appendix D.
The information and analysis in this report are for the purpose of this report only. Nothing 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.

1 U.S. International Trade Commission, Carbon and Certain Alloy Steel Products, (investigation No.
TA-201-51), USITC publication 1553, July 1984.

2 Executive Communication 4046, Sept. 18, 1984 (H. Doc. 98-263).

3 Pub. L. 98-573, Oct. 30, 1984, (98 Stat. 3043).

4 Pub. L. 101-221, Dec. 12, 1989, (103 Stat. 1886) (19 U.S.C. 2253 note).
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RECENT STEEL INDUSTRY DEVELOPMENTS

Structural Steel Industry
Challenges Global
Competitors and

Competing Materials
to Capture Domestic
Market Share

A recent publication by the U.S. International
Trade Commission, /ndustry and Trade Summary:
Heavy Structural Steel Shapes,! rteports that the
segment of the steel industry producing heavy
structural steel shapes has undergone significant
changes over the last 5 years. Aggressive pricing and
innovative production practices have allowed low-cost
minimills to capture increased market share at the
expense of both domestic and foreign integrated mills.
Industry promotional efforts have also enabled steel to
compete more effectively against concrete in the
construction industry, gaining market share in bridges
and four- to seven-story buildings. Despite steel’s
success in winning a larger share of the construction
market, producers of heavy structurals have
experienced a general deterioration of the market over
the past few years, largely due to the recession.

The unfavorable U.S. market conditions and the
improved cost position of domestic mills drove down
imports by 11 percent in 1992 to $166.1 million, and
by 69 percent during 1987-92. Minimills have led the
way in an aggressive pursuit of foreign markets,
contributing to a 26-percent increase in U.S. exports of
heavy structurals in 1991 to $188.7 million. Exports
surged by 567 percent between 1987 and 1991 but
declined by 24 percent in 1992 because of recessionary
economic conditions in many foreign markets. Rising
exports and declining imports led to a slight U.S. trade
surplus for these products in 1992, including a
significant decline in the trade deficit with Japan and
the European Community. However, the balance
reverted to a deficit of $23.7 million in 1992,

Stephanie Kaplan
202-205-3199

1 USITC, Industry and Trade Summary: Heavy
Structural Steel Shapes, USITC publication 2587, January
1993. Copies of the report may be obtained by calling
202-205-1809 or by wnting the Office of the Secretary,
U.S. Intemnational Trade Commission, 500 E Street, SW.,
Washington, DC 20436. Requests may aiso be made by
fax to 202-205-2186.

Récent Trade Cases on
Flat-Rolled Steel From
the United States

After the U.S. industry filed unfair trade cases on
flat-rolled steel from 21 countries, including Canada
and Mexico, producers in both those countries initiated
their own dumping complaints against certain
flat-rolled products from the United States.

Canada

On August 24, 1992, Revenue Canada initiated an
investigation into exports of non-heat-treated and
heat-treated, hot-rolled carbon steel plate and high
strength low alloy plate from the United States and
other sources. In May 1993 the Canadian International
Trade Tribunal (CITT) determined that plate imports
from the United States, which amounted to 62,385
metric tons in 1991 (approximately 10 percent of total
U.S. exports of carbon plate that year) were not a cause
of material injury, and the case was terminated.

On September 16, 1992, Revenue Canada initiated
an investigation into imports of certain hot-rolied
carbon steel sheet products, also from several sources,
including 206,677 metric tons from the United States
(8 percent of total U.S. exports of carbon sheet and
strip that year). A final dumping determination,
released April 29, 1993, found the margin of dumping
by U.S. hot-rolled producers to range from 8 to 13
percent. The CITT determined in June 1993 that U.S.
hot-rolled products were not a cause of material injury
to the Canadian industry and the hot-rolled case was
terminated. On November 16, 1992, Revenue Canada
initiated an investigation into imports of cold-rolled
steel sheet, including 192,927 short tons from the
United States in 1991 (7 percent of total U.S. exports
of carbon sheet and strip). A final dumping
determination on cold-rolled products is due June 30,
1993, with the CITT scheduled to make its injury
determination 30 days later.

Mexico

The Mexican steel industry initiated antidumping
cases on flat-rolled steel products from the United
States on May 30, 1992. ‘In the Diario Oficial of April
28, 1993, the Mexican Government announced final
determinations on antidumping duties to be placed on
products from the United States. These duties ranged
from 5.32 to 81 percent on cut-to-length plate; 4.18 to
39.92 percent on plate in coils; 17.66 to 38.13 percent
on hot-rolled sheet; and 2.73 to 12.88 percent on
cold-rolled sheet products. Also announced April 28,
1993, were provisional or preliminary antidumping
duties ranging from 585 to 29 percent on
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corrosion-resistant steel from the United States.2 U.S.
exports of carbon plate to Mexico in 1992 totaled
66,617 short tons and accounted for 40 percent of total
U.S. exports of carbon plate that year. U.S. exports of
carbon sheet and strip to Mexico were 751,139 short
tons in 1992, 39 percent of total U.S. carbonsheetand

strip exports.

Nancy Fulcher
202-205-3434

Steel Trade Agreements
and Trade Petitions Against
Foreign Producers

U.S. Trade Petitions Against
Foreign Producers

In June 1992 84 antidumping and countervailing
duty petitions were filed by the domestic mdustry on
flat-rolled steel products from 21 countries.3 In
August 1992 the Commission determined, in 72 of the
84 investigations, that there is a reasonable indication
of material injury to the domestic industry producing
flat-rolled steel by reason of the alleged dumped and
subsidized imports. The Department of Commerce
(Commerce) made preliminary antidumping and
countervailing duty determinations in November 1992
and January 1993, respectively, and is scheduled to
announce its final determinations in June 1993,

In late May 1993 Commerce initialed suspension
agreements covering flat-rolled steel lmports from 10
countries, which could lead to the agency’s termmauon
of unfair trade investigations against these countries:*
Argentina, Australia, Austria, Brazil, Finland,
Germany, Mexico, Sweden, Poland, and New Zealand.
Most of the agreements were initialed with foreign
steelmakers, although a few were initialed with foreign
governments. The proposed agreements suggest that if
foreign suppliers either raise their prices or limit their
shipments to the United States, Commerce will
terminate the investigations that could lead to
antidumping and countervailing duties on their

2 U.S. Department of State, message reference No.
3;33 prepared by U.S. Embassy, Mexico City, Apr. 28,

3 See appendix D for details on the status of
steel-related antidumping and countervailing duty cases.

4 The fact that Commerce initialed the agreements
does not make them final. Rather, it indicates
Commerce’s intent to consider the proposed agreements.

shipments. Reportedly, after receiving public comment

and within 30 days of the date these proposals were

mmaled Commerce will rule on whether to agree to
em

Nancy Fulcher
202-205-3434

Multilateral Steel Agreement

The President authorized, in July 1989, the
negotiation of a multilateral agreement to prohibit
subsidies for the steel industry, eliminate tariffs on
steel products, and eliminate most nontariff barriers to
steel trade while providing an effective dispute
settlement mechanism. This agreement was to be
incorporated within the General Agreement on Tariffs
and Trade (GATT) through the Multilateral Steel
Agreement which was being negotiated with most
major steel-producing countries. On March 31, 1992,
however, the MSA negotiations were suspended
without agreement. Negotiations resumed in
December 1992 and the next round of meetings is
tentatively scheduled for July 1993.

Peg MacKnight
202-205-3431

Brazil Continues to

Privatize Steel Firms

Following a 3-month halt to the country’s general
privatization program, the new President of Brazil,
Itamar Franco, is beginning to permit the privatization
of steel and other state-owned firms under revised
regulations designed to increase the President’s control
over the process. In addition, the regulations are
intended to provide more flexibility, transparency, and
security to the process by mandating independent
accounting audits, requiring buyers to pay off company
debts owed to the social security agency, and
prohibiting the use of pension funds from state-owned
companies to finance the privatizations.>

State-owned steel firms sold under former
Brazilian President Collor de Mello added over $2
billion to the Brazilian national balance sheet in a
combmauon of cash and assumption of Government
debt,S and included the following:

® Usinas Siderurgicas de Minas Gerais
(Usiminas) in October 1991;

® Cia Siderurgica do Nordeste (Cosinor) in
November 1991;

®  Acos Finos Piratini in February 1992;

S American Metal Market, various issues, 1993.

6 See USITC, “Privatization in the Latin American
Steel Industry,” Steel: Semiannual Monitoring Report,
USITC publication 2558, Sept. 1992.
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o Cia Siderurgica de Tuberso (CST) in July
} 1992; and .

o Companhia Acos Especialais Itabira (Acesita)
in October 1992.

During April 1993, under the new Brazilian
President and new regulations, controlling interest in
Cia Siderurgica Nacional (CSN), Latin America’s
largest steel mill, was purchased by an investment
group for $1.05 billion, of which $40.1 million was in
cash.’ Preliminary figures show CSN reaching a profit
of $100 million in 1992, with about one-half of its
production being exported.®

Two additional state-owned steel firms are
expected to be privatized during July 1993:

o Cia Siderurgica Paulista (Cosipa); and
® Acos Minas Gerais (Acominas).

Cosipa, with nearly 3 million tons in annual output,
is Brazil’s fourth-largest steelmaker. Its privatization
has been delayed, in part because of its financial
difficulties. The firm must renegotiate over $1 billion
in debt owed to Brazilian State and Federal
Governments, and an additional $600 million in debt
must be assumed by buyers. For the first half of 1992
Cosipa showed a loss of $30 million. Acominas, the

7 U.S. Department of State, message reference No.
g;;;, prepared by U.S. Consulate, Rio de Janeiro, Apr. 6,

8'U.S. Department of State, message reference No.
(2):_,03529,9 grepared by U.S. Consulate, Rio de Janeiro, Jan.
, 1993,
9 U.S. Department of State, message reference No.
08;34, prepared by U.S. Consulate, Sao Paulo, Jan. 12,
1993.

other firm scheduled to be sold in 1993, also has an
outstanding debt to be negotiated with authorities;
$485 million arising from the purchase of rolling mills.
With an annual output of over 2 million tons,
Acominas is the seventh-largest steel firm in Latin
America.10

Peg MacKnight
202-205-3431

Large-Scale Enterprise
Restructuring and
Privatization in Central
and Eastern Europe

In many former non-market-economy countries,
the model of the past, state ownership, is being
replaced by a system of market structures and
requirements. However, the commercialization and
privatization of large-scale industrial enterprises has
been delayed, and the pace of privatization and other
reforms represents a very important policy debate in
these countries. An article examining the strategies
and obstacles to reform, foreign investment, and
performance of the steel industries in Bulgaria, the
Czech Republic, Hungary, Poland, Romania, and the
Slovak Republic during 1988-92 appears in the
Commission’s recent publication, /ndustry Trade and
Technology Review,!! February 1993.

Charles Yost
202-205-3432

10 Metal Bulletin, Feb. 11, 1993.

11 Copies of the report may be obtained by calling
202-205-1809 or by writing the Office of the Secretary,
U.S. International Trade Commission, 500 E Street, SW.,
Washington, DC 20436. Requests may also be made by
fax to 202-205-2186. .






U.S. STEEL INDUSTRY HIGHLIGHTS

Figure 1 Figure 2

U.S. average annual and monthly steel shipments, U.S. average annual and monthly steel imports,
1988-92 1988-92
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Figure 3 Figure 4
U.S. average annual and monthly steel exports, U.S. average annual and monthly steel import
1988-92 penetration,! 1988-92
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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 lron and Steel Institute and official statistics of the U.S. Department of Commerce.



INTERNATIONAL PRODUCTION AND CONSUMPTION

Figure 5 Figure 6

Raw steel: Geographic distribution of world Raw steel: Geographic distribution of world
production, 1992 L apparent consumption, 19915
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!Includes Albania, Bulgaria, Czechoslovakia, 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 (including Cuba).
4 Includes former German Democratic Republic.
5 Data for 1991 are the most recent data available.
Source: International Iron and Steel Institute.
Table 1
Raw Steel: Production of top 20 steelmakers, 1982 and 1992
Volume . Percent
change change
Company Country 1982 1992 1982-92 1982-92
: Million metric tons
Nippon Steel Japan.................... 28.3 25.1 (3.2 (11.3
Ugggr Sacilor France ................... 17.7 21.1 3.4) 19.2)
Posco South Korea .............. 8.8 20.0 11.2 127.3
British Steel United Kingdom ........... 114 124 1.0 8.8
NKK Japan.................... 12.0 10.9 (1.1) (9.2)
ILVA lt:i;a ..................... 213.3 10.6 (2.7) (20.3)
Thyssen Germany ................. 10.1 10.1 - -
Kawasaki Japan.................... 10.9 10.0 (0.9) (8.3)
Sumitomo Japan.................... 10.8 10.0 (0.9) (8.3)
SAIL India..................... 6.7 9.7 3.0 448
Bethiehem United States ............. 9.5 9.6 0.1 1.1
uss United States ............. 11.0 95 (1.5) (13.6)
Iscor South Africa .............. 6.4 7.7 1.3 20.3
LTV Steel United States ............. 3105 75 (3.0 (28.6)
BHP Australia ... .. 6.3 6.7 0.4 6.3
China Steel Taiwan ..... (4 6.2 ) 4
Kobe Steel Japan....... 6.4 5.8 50.6; (9.4
National Steel  United States. . 5.0 49 0.1 (2.0
Ho?‘?ovens Netherlands . cees 4.1 48 0.7 17.1
CS Brazil .................... 4 4.4 4 4

1 Represents combined production of Usinor and Sacilor, which merged to form Usinor-Sacilor in 1987.
2 Represents production of FINSIDER, many of whose facilities were taken over by ILVA in early 1989.
s 3|Re[1)g%s4ems combined production of Jones & Laughlin Steel and Republic Steel, which merged to form LTV
teel in .
4 Not available.

Source: Metal Bulletin.



INTERNATIONAL PRODUCTION TRENDS

Table 2
Raw steel: Average annual production, by specified countrleslreglons, by speclfled 5-year
periods, 1958-92

Principal
steel-producing
United European developin: 19 World
Period States Community-12  Japan countries total
Million metric tons
195862 .......coevennn 86.06 92.37 2134 18.98 326.88
196367 ...cvvviennnnnn 114.15 113.08 44.48 24.49 448.70
1968-72 ....ccviiiennnn 119.37 141.04 85.57 36.46 581.43
197377 o oeeeeiiienen 120.93 150.66 109.71 51.73 678.46
1978-82 .......ciunnnn. 105.27 141.27 105.30 81.13 706.35
1983-87 .....chvinnnnnn 79.14 129.09 100.97 110.53 708.33
1988-92 .........c0cnnn 86.42 136.81 120.55 154.99 757.61
Percant of world
195862 .......00ueennn 26.33 28.26 6.53 5.81 100.00
1963-67 ...cvveninnnnn 25.44 25.20 9.91 5.46 100.00
1968-72 ....ccvvinennnn 20.53 24.26 14.72 6.27 100.00
197377 o oeeeeeneneennn 17.82 22.21 16.17 7.62 100.00
1978-82 ......ccciunnnnn 14.90 20.00 14.91 11.49 100.00
1983-87 .....cieinennnn 1117 18.23 14.25 15.60 100.00
108892 ............... 11.41 18.06 15.91 20.46 100.00
1 Includes Brazil, People’s Republic of China, India, Republic of Korea, Mexico, and Taiwan.
Source: United Kingdom Iron and Steel Statistics Bureau and International iron and Steel Institute.
Table 3
Raw steel: Production, by specified countries/regions, 1987-92
Percent
Change
Country/region 1987 1988 1989 1990 1991 1992 1987-92
1,000 metric tons
Taiwan ......coeeeeeeenenn 5,771 8,288 9,047 9,747 10,973 10,705 85.5
Korea .........coovvvnnnnn 16,782 19,118 21,873 23,125 26,002 28,054 67.2
Turkey ......ccvvvieennnnn. 7,044 7, 982 7,799 9,322 9,336 10,254 45.6
China ......ccoovevevnnnnn. 56,280 59, 1430 61,590 66,349 70,436 80,037 422
India .....ccoviiiinnnan, 13,121 14,309 14,608 14,963 17,100 18,117 38.1
Australia ................. 6,100 6,387 6,735 6,676 6,141 6,877 127
MeXiCO ....ovvveennennnnns 7,642 7,779 7,851 8,726 7,883 8,436 10.4
Brazil ..........c.ccunnnn. 22,228 24,657 25,055 20,567 22,617 23,895 7.5
EC-12 ..iiiiiiiiiinnnnn, 126,537 137,829 140,142 136,758 137,449 132,279 4.5
United States ............. 80,877 90,650 88,834 89,723 79,738 84,322 4.3
Japan .........ceiieinnnnn 98,513 105,681 107,909 110,339 109,649 98,132 0.4
Canada ..........connnnn. 14,737 14,866 15,458 12,281 12,987 13,933 5.5
Czechoslovakia ........... 15,416 15,379 15,466 14,877 12,071 11,140 (27.7
USSRCIS............... 161,874 163,037 160,096 154,414 132,839 116,827 (27.8
Poland .............ounen. 17,145 16,873 15,094 13,625 10,439 9,785 (42.9
Total selected
countries/regions .... 650,067 692,265 697,557 691,492 665,660 652,793 04
Allother .................. 86,394 87,832 88,641 78,588 69,597 68,470 (20.7)
World total ............. 736,461 780,097 786,198 770,080 735,257 721,263  (2.1)

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



INTERNATIONAL TRADE HIGHLIGHTS

Table 4 -
Steel ml1ll products: Average annual exports, by countries/regions of origin, by specified periods,
1972-91

Principal

steel-

producing

United European developin
Period States Community-122  Japan countries Other World
1,000 metric tons
1972-76 ............ 3,432 55,821 28,577 2,325 27,224 117,377
197781 ............ 2,660 63,995 30,613 5,987 34,972 138,227
198286 ............ 1,083 64,902 30,336 14,221 43,508 154,050
198791 ............ 3,345 71,308 20,562 21,143 50,369 166,728
Percent of world exports
1972-76 ............ 29 47.6 243 2.0 23.2 100.0
197781 ............ 1.9 46.3 221 4.3 25.3 100.0
198286 ............ 0.7 42.1 19.7 9.2 28.2 100.0
1987-91 ............ 20 42.8 123 12.7 30. 100.0
Percent of shipments*

1972-76 ............ 3.8 46.6 31.8 6.5 &) 225
197781 ............ 3.2 54.6 32.7 10.2 16.3 24.3
198286 ............ 1.8 60.4 324 175 19.0 26.9
198791 ............ 45 57.9 20.5 17.3 20.2 24.9

1 Includes intra-EC trade. Data for 1991 are the most recent data available.
2 Includes all 12 countries for all years.
3 Includes Brazil, China, India, Korea, Mexico, and Taiwan.

4 Derived by staff of the U.S. International Trade Commission.

5 Not available.

Source: Calculated from statistics of the International Iron and Steel Institute and the United Kingdom lron and Steel Sta-

tistics Bureau, except as noted.



INTERNATIONAL TRADE HIGHLIGHTS—Continued

Table 5§ -
Steel ml1ll products: Average annual exports, by countries/regions of origin, by specified periods,
1972-91

Principal
steeol-
. producing
United European developin
Period States Community-122  Japan countrie Other World
1,000 metric tons
1972-76 ............ 3,432 28,861 28,577 2,325 27,224 90,417
197781 ............ 2,660 35,295 30,613 5,987 34,972 109,527
198286 ............ 1,083 34,682 30,336 14,221 43,508 123,830
198791 ............ 3,345 28,154 20,562 21,143 50,369 123,574
Percent of world exports
1972-76 ............ 3.8 319 31.6 2.6 30.1 100.0
197781 ............ 2.4 322 28.0 55 31.9 100.0
198286 ............ 0.9 28.0 245 15 35.1 100.0
198791 ............ 2.7 22.8 16.6 171 40.8 100.0
Percent of shipments*
197276 ............ 38 244 31.8 6.5 ) 17.3
197781 ............ 3.2 30.1 32.7 10.2 16.3 19.3
1982-86 ............ 1.8 323 324 17.5 19.0 21.6
198791 ............ 4.5 228 205 17.3 20.2 18.5

1 Excludes intra-EC trade. Data for 1991 are the most recent data available.
2 Includes all 12 countries for all years.

3 Includes Brazil, China, India, Korea, Mexico, and Taiwan.

4 Derived by staff of the U.S. International Trade Commission.

5 Not available.

Source: Calculated from statistics of the International lron and Steel Institute, and the United Kingdom Iron and Steel
Statistics Bureau, except as noted. '



INTERNATIONAL TRADE HIGHLIGHTS—Continued

Table 6 -
Steel ml1ll products: Average annual imports, by countries/regions of origin, by specified periods,
1972-91

Principal
stoeel-
, producing
United European developin
Period States Community-122  Japan countries Other World

1,000 metric tons

1972-76 ............ 13,326 38,180 163 10,190 55,237 117,096
197781 ............ 16,664 41,250 955 14,831 64,726 138,426
1982-86 ............ 18,649 42,000 2,994 19,926 69,580 153,148
198791 ............ 16,706 56,852 7,076 21,106 65,697 167,437
Percent of world imports
1972-76 ............ 32.6 0.1 8.7 47.2 100.0
1977-81 ............ 1 29.8 0.7 10.7 46.8 100.0
198286 ............ 12.2 274 2.0 13.0 454 100.0
198791 ............ 34.0 4.2 12.6 39.2 100.0
Percent of apparent consumption of finished steel
1972-76 ............ 133 374 0.3 233 25.9 22.5
197781 ............ 17.1 43.7 1.5 21.9 264 24.3
1982-86 ............ 23.6 49.7 45 22.9 272 26.8
198791 ............ 19.0 52. 8.1 17.2 248 25.0

1 Includes intra-EC trade. Data for 1991 are the most recent data available.
2 Includes all 12 countries for all years.
3 Includes Brazil, China, India, Korea, Mexico, and Taiwan.

Source: Calculated from statistics of the International Iron and Steel Institute.
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INTERNATIONAL TRADE HIGHLIGHTS—Continued

Table 7 :
Steel ml1ll products: Average annual imports by countries/regions of origin, by specified periods,
1972-91

Principal

steel-

producing

United European developin
Period States Community-122  Japan countries Other World
1,000 metric tons
1972-76 ............ 13,326 11,220 163 10,190 55,237 90,136
1977-81 ............ 16,664 12,550 955 14,831 64,726 109,726
198286 ............ 18,649 11,780 2,994 19,926 69,580 122,928
198791 ............ 16,706 13,698 7,076 21,106 65,697 124,283
Percent of world imports
1972-76 ............ 12.4 0.2 11.3 61.3 100.0
1977-81 ............ 1.4 0.9 135 59.0 100.0
198286 ............ 9.6 24 16.2 56.6 100.0
198791 ............ 11.0 5.7 17.0 52.9 100.0
Percent of apparent consumption of finished steel

1972-76 ............ 13.3 11.0 0.3 233 25.9 17.3
197781 ............ 17.1 13.3 15 219 26.4 19.3
1982-86............ 23.6 13.9 45 229 27.2 21.5
1987-91 ............ 19.0 12.6 8.1 17.2 24.8 18.5

1 Excludes intra-EC trade. Data for 1991 are the most recent data available.
2 Includes all 12 countries for all years.
3 Includes Brazil, China, India, Korea, Mexico, and Taiwan.

Source: Calculated from statistics of the international lron and Steel Institute.
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Market Conditions

Carbon and Certain Alloy Steel

U.S. apparent consumption of carbon and certain
alloy steel in 1992 increased by 8 .percent compared
with consumption in 1991 (table 8), which was well
below historical levels because of an economic
recession that curtailed demand for products containing
steel. The increase in 1992 consumption was supplied
by increases in domestic shipments and imports of
carbon and certain alloy steel products. Shipments and
imports increased in equal proportions. Shipments to
the principal steel-consuming industries, the
automotive and construction/contractors’ products
industries, increased by 14 percent and 7 percent,
respectively. Steel consumption by the U.S.
automobile industry increased in 1992 because of
higher vehicle production and the increased steel
content of some vehicles, partially because some
automobile parts that were designed in plastic have
returned to steel. Other industries receiving increased
steel shipments include rail transportation (up by 5.4
percent); shipbuilding (14.3 percent); oil and gas (8
percent); and appliances, utensils, and cutlery (8.9
percent). Industries receiving decreased shipments
include aircraft and aerospace (down by 16.8 percent);
agriculture (5.4 percent); and containers, packaging,
and shipping materials (7.1 percent).}?

Stainless and Alloy Tool Steel

U.S. apparent consumption of stainless and alloy
tool steel in 1992 increased by 9 percent compared
with 1991 (table 8), reaching the highest level during
1989-92. The increase in consumption was met with
an increase in domestic shipments and imports in equal
proportions. Shipments to the automotive industry,
where stainless steel is used in catalytic converter
systems and certain trim, increased by 24 percent,
accounting for most of the increase in shipments.
Other industries with significant increases include
construction and contractors’ products (up by 9
percent); mining, quarrying, and lumbering (where
stainless is used largely in processing equipment) (276
percent); restaurant and hotel cooking equipment (18
percent); and containers, packaging, and shipping
materials (33 percent). Shipments to the following
industries decreased sharply: rail transportation (down
83 percent); shipbuilding and marine equipment (59
percent); aircraft and aerospace (27 percent); and
agriculture (37 percent).!3

12 Compiled from data of the American Iron and Steel
Institute.
13 Tbid.

SPECIAL FOCUS: U.S. INDUSTRY CONDITIONS

Market Impact of U.S. Trade

The market for steel and, accordingly, U.S. imports
and exports of steel mill products and certain
fabricated steel products were influenced by the U.S.
economic recession, which began in early 1991 and
appeared to recede in mid-1992, and by a late-1991
economic recession in other major steel consuming
nations, notably Far East Asian countries. Reflecting
this, U.S. exports as a share of shipments for all steel
products declined from 9 percent in 1991 (the highest
level in 20 years) to 6 percent in 1992. This decline in
exports, coupled with increased imports caused the
deficit in steel products to increase by 37 percent in
volume from 1991 to 1992. Despite increased imports
in 1992, import penetration in the U.S. market
remained at 19 percent in 1991-92, as domestic
shipments increased as well. The data discussed in the
remainder of this section are based on the data
contained at various levels of detail in appendix E.

Imports

Carbon and certain alloy steel

The expiration of the VRAs on March 31, 1992,
appears not to have led to a surge in imports from most
former VRA countries.!4 Excluding Canada, imports
from the world in 1992 increased by less than 1 percent
compared with 1991. For example, imports from
Japan decreased by 6 percent in 1992 and may have
been affected by a Japanese Government program
urging Japanese producers not to exceed the limits of
the expired VRAs. On the other hand, imports from
Korea, which also took steps to limit certain post-VRA
?’ggns to the United States, increased by 11 percent in

A lingering recession in the Canadian market and a
modest recovery in U.S. automobile production largely
contributed to a 41-percent increase in U.S. imports
from Canada of carbon and certain alloy steel products
from 1991 to 1992. Canada is the largest U.S. supplier,
accounting for 26 percent of total carbon and certain
alloy steel imports in 1992, representing an increase
from 20 percent in 1991.

On a regional basis, East Asia, the EC, and Latin
America are the largest import suppliers, accounting
for 26 percent, 26 percent, and 12 percent, respectively,
of carbon and certain alloy steel imports in 1992.
These shares decreased slightly from 1991 because of
the increase in imports from Canada.

On a product basis, imports in most product
categories in 1992 increased from 1991, with the most
significant change occurring in sheet and strip imports,
which increased by over 1.6 million tons. The notable
exception was a decline in imports of pipe and tube of
almost 1.2 million tons in 1992, likely to be partially
the result of the imposition of antidumping duties on
imports from Korea and Brazil in 1992.

14 Canada did not participate in the VRA program.
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SPECIAL FOCUS: U.S. INDUSTRY CONDITIONS—Continued

Stainless and alloy tool steel

Imports of stainless and alloy tool steel increased
by 11 percent from 1991 to 1992. The increase, which
occurred in most product categories, was spread among
a number of countries, although Mexico accounted for
a relatively large increase, of almost 10,000 tons.
Mexico’s share of total U.S. steel imports increased
from 4 percent in 1989 to 9 percent in 1992, due in part
to the efforts of the country’s largest stainless steel
producer to increase its exports to the United States. A
recession in Europe contributed to more imports from
the EC and other Western European countries.

On a product basis, stainless sheet and strip, bars
and shapes, and wire rod, used primarily in the
automotive, construction, and food-processing
industries, accounted for most of the increase in
imports. Imports of stainless pipe and tube and alloy
tool steel declined in 1992.

Exports

Carbon and certain alloy steel

U.S. exports of carbon and certain alloy steel
decreased by 33 percent from 1991 to 1992 primarily
because of worsening economic conditions in several
East Asian markets. Exports to Japan and Korea
declined by 80 percent and 85 percent, respectively. In
Japan, beginning in late 1991, demand for steel was off
sharply, especially in the construction sector, because
capital spending declined. Furthermore, consumer
purchases of durables in Japan declined. In Korea,
construction activity was down sharply in 1992
because of Government policies to slow down this
overheated sector. Exports to Korea also likely
declined because of the country’s expanded steel sheet
and strip capacity.

The Latin American region is the largest export
market and continues to grow as a destination for U.S.
exports. Exports to this region increased by 10 percent
in 1992. Mexico accounts for most of these exports,
but Ecuador, Colombia, and Venezuela are significant
markets.

Although U.S. exports to the depressed EC market
continued a downward trend, decreasing by 26 percent
from 1991 to 1992, this region accounted for just 4
percent of total U.S. exports in 1992.

Stainless and alloy tool steel

U.S. exports of stainless and alloy tool steel
declined by 23 percent from 1991 to 1992, as the
recessions in East Asian and EC countries also caused
demand for specialty steel products to decline.
Although exports to Mexico declined significantly,
attributed largely to that country’s new capacity,
Mexico is still the largest market for U.S. exports.

Latin America is also the largest market for U.S.
stainless steel exports, accounting for 38 percent of
exports in 1992. However, unlike exports of carbon
products, specialty steel exports to Latin America
declined by 14 percent from 1991 to 1992.

Factors influencing producers’ exports

Respondents to the Commission’s annual survey
provided information on the quantity and value of their
exports for 1991-92 and identified new country
markets supplied in these years. Respondents were
asked to rank factors affecting their ability to expand
exports, to determine whether their exports had been
adversely affected by nontariff barriers, and to rank the
relative importance of government policy factors that
may affect their ability to-expand exports. A total of
132 respondents provided information, presented in
tables 9-11, although not all respondents completed
each section.

Auempts by steel producers to develop new export
markets appear to be significant, as 62 respondents
reported exporting to new country markets in 1991 or
1992. These respondents listed 163 countries as new
markets, as shown by the following tabulation (in

percent):
New market

Number of times cited

Saudi Arabia ...........
Taiwan ................

Brazil .................
Japan.................
Venezuela .............
Allother ...............

>

c

2

o

&
g -l
WWWhabdbpboW

On a regional basis most of the new markets were
countries in Latin America (36 percent), Western
Europe (18 percent), and East Asia (17 percent),
although new markets were reported in virtually every
region of the world. U.S. exports of steel mill products
by questionnaire dents were 4.7 million short
tons ($2.1 billion) in 1991 and 3 million short tons
(81.5 billion) in 1992, representing 70 percent and 66
percent of total U.S. steel exports (based on quantity),
respectively.

Among those factors identified as “very important”
in influencing respondents’ ability to expand steel mill
product exports, relative prices were the most
significant (table 9). In contrast, capacity constraints
as a factor restraining export sales were cited as
unimportant by over half of the respondents, which is
consistent with other data indicating that the steel
industry has been operating at approximately 79
percent capacity. Respondents also cited high freight
costs as a major factor affecting their exports.

15



SPECIAL FOCUS: U.S. INDUSTRY CONDITIONS—Continued

Table 9

U.S. producers’ perceptions of the factors influencing their ability to expand steel mill product
export levels: Share of respondents choosing each level of importance, and share of total
questionnaire respondents that commented on each factor

(Percent)
Very Somewhat Percent

Export factor important important Important Unimportant response
Capacity constraints ........... 12 12 26 51 99
Customer product

specifications ............... 17 30 30 23 97
Exchangerates ............... 31 36 22 10 98
Home-market demand ......... 25 24 28 22 98
Relative price! ................ 70 21 5 3 99
Nontariff barriers .............. 25 22 22 31 97
Tariff barriers ................. 33 26 21 20 96
Other? ........ccovvvnvvninnn.. 74 11 5 11 15

! Relative to prices in other markets._ .
2 In most cases, respondents cited high freight costs.

Note.—Because of rounding, shares may not total to 100 percent. 4
Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.

Nontariff barriers (NTBs) apparently did not pose
problems for most of the respondents (table 10).
Government procurement policies were cited as the
most common NTBs, although they were reported by
only 14 percent of total respondents. Minimum
domestic content and licensing requirements were the
only other NTBs cited by a significant number of
respondents. Some respondents cited other NTBs that
hinder U.S. companies, such as cartel practices by
foreign producers, that hinder sales by U.S. companies.

Respondents were asked to rank the importance of
the implementation of the U.S.-Canada Free-Trade
Agreement (FTA), the implementation of the proposed
North American Free Trade Agreement (NAFTA), the
expected outcome of the MSA!S negotiations, and the
expected outcome of the Uruguay Round negotiations
on their ability to expand exports. Also, each
respondent was asked to determine the nature of the
effect as positive, negative, or no discernible effect.

The majority of respondents perceived each of
these government policy initiatives as having either a
positive effect or no discernible effect (table 11). A
large majority of the respondents ranked the
U.S.-Canada FTA and implementation of NAFTA as
having an important positive effect on exports, which
ranking is logical, because Canada and Mexico are
among the largest trading partners with the United
States in steel products. The majority of respondents
ranked the expected outcome of MSA negotiations and
the Uruguay Round negotiations as having no effect on
their ability to expand steel exports. Respondents also
cited excess U.S. government regulation and foreign
government ownership as very important

15 See section on Recent Steel Industry Developments:
Steel Trade Agreements and Trade Petitions Against
Foreign Producers for information on the status of the
MSA negotiations.
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obstacles to steel exports and proposed changes in U.S.
investment incentives as very important facilitators.

Production, Capacity, and
Capacity Utilization

U.S. raw steelmaking capacity increased by about
1 percent to 117.6 million tons during 1991-92,
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