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UNITED STATES INTERNATICNAL TRADE CCMMISSICN
Washington, D.C.

Investigation Ko. 701-TA-&5 (Preliminary)

HCT-FOLLED CAKLON STEEL SHEET FKGHM FRANCE

Determination

On the basis of the record 1/ developed in investigation No. 701-TA-€5
(Pfeliminary), the Commission unanimously determings that there is a
reasonable indication that an industry in the United States is materially
injured 2/ by reason of imports from France of hot-rollec carbon steel sleet,
provided for in items 607.661C, 607.6700, 607.8320, or 607.8342 of the Tariff
Schedules of the United States Annotated (1981), which are alleged to be

subsidized by the Government of France.

Background

On Novemter 18, 1981, the U.S. International Trade Commission received
advice from the U.S. Department of Commerce that it was initiating a counter-
vailing ddty investigation on imports of hot-rolled carbon steel sheet from
France. Accordingly, effective Novemter 18, 1681, the Commission instituted
~investigation No. 701-TA-&5 (Preliminary) pursuant to section 702(a) of the
Tariff Act of 1630 (16 U.S.C. § 1671b(a)) to determine whether there is a
reasonatle indication that an industry in the United States is materially
injured, or is threétened with material ihjury, or the estatlishment of an
industry in the United States is materially retarded, by reason of imports of
the merchandise which is the subject of the investigation by the Department of

Commerce.

1/ The record is defined in sec. 207.2(j) of the Commission's Kules of
Practice and Procedure (19 CFR § 207.2(j)).

2/ Vice Chairman Calhoun and Commissioner Stern determine that there is a
reasonatle indication that an industry in the United States is materially
injured or threatened with material injury by reascn of imports from France of

hot-rolled carton steel sheet which are alleged to be subsidized by the
Government of France.



Notice of the institution of the Commission's investigation and of a
public conferernce to be held in connection therewith was duly given by posting
copies of the notices at the Office of the Secretary, U.S. Internmational Tfade
Commission, Washington, D.C., and by publishing the notices in the Federal
Register of November 25, 1981 (46 F.R. 57785). The conference was held in
Washington, D.C., on December 14, 19&1, and all persons who requested the

opportunity were permitted to appear in person or by counsel.



VIEWS OF CHAIRMAN BILL ALBERGER, VICE CHAIRMAN MICHAEL J. CALHOUN,
COMMISSIONER ALFRED E. ECKES, AND COMMISSIONER EUGENE J. FRANK
We have determined that there is a reasonable indication that an industry
in the United States is materially injured 1/ by reason of allegedly
subsidized imports from France of hot-rolled carbon steel sheet. Our

determination is based on the following considerations. g/

The domestic industry

The domestic industry is defined in section 771(4)(A) of the Tariff Act
of 1930 as consisting of all domestic producers of a product that is like that
being imported, or those producers whose total output of the like product
constitutes a major portion of domestic production of that product. 3/ "Like
product” is defined by section 771(;0) of the Act as "a prodpct which is like,
or in the absence of like, most similar in characteristics and uses with, the
article.subject to an investigation . . . ." 4/ |

This investigation concerns allegedly subsidized imports of hot-rolled
carbon steel sheet from France. Hot-rolled sheet, whether imported or

domestically produced, is used in car bodies,vlarge appliances such as washing

1/ Vice Chairman Calhoun also finds that there is a reasonable indication of
a threat of material injury. See f.n. 28.

g/ Commissioner Frank notes that the Statute and legislative history require
the Commission in its preliminary determinations in both antidumping and
countervailing duty investigations to exercise only a low threshold test based
upon the best information available to it at the time of such determination
that the facts reasonably indicate that an industry in the United States could
possibly be suffering material injury, threat thereof, or material
retardation. H.R. Rept. No. 96-317, 96th Cong., lst Sess., p. 52 (1979).

3/ 19 U.S.C. § 1677(4)(A).

4/ 19 U.S.C. § 1677(10).
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machines and refrigerators, electrical equipment, machinery and equipment, and
certain types of welded pipe and tube. 1In its Notice of Institution, the
Department of Commerce defined the imported articles as follows:

For the purposes of this investigation, the term "hot rolled
carbon steel sheet"” covers steel not alloyed; not cold rolled;
whether or not pickled; not coated or plated with metal and not
clad; over twelve inches in width; and in coils, or if not in coils ’
under 0.1875 inch in thickness, as currently provided for in items

607.6610, 607.6700, 607.8320, or 607.8342 of the Tariff Schedules of
the United States Annotated.

46 F.R. 56640 (Nov. 18, 1981). For purposes of this investigation, then, the
term hot-rolled sheet refers to steel less than 0.1875 inches thick which has
been cut to length, or which has been coiled, regardless of thickness.

Steel sheet is ejther coiled to facilitate handling or sheared to various
lengths and widths. é/ Coiled sheet is sold to end-users who unroll the
coiled sheet and cut it to the dimensions desired.

Hot-rolled sheet, whether imported or domestic, comes in a sbectrum of
lengths, widths, and gages. 6/ Any differences in characteristics and uses
are insignificant for purposes of this preliminary investigation. Z/ All

domestically produced hot-rolled carbon steel sheet, regardless of width or

2/ The manufacturing process for hot-rolled sheet is described in detail in
the Staff Report and will not be discussed here. Staff Report at A-l1 and A-2.

6/ 1d. at A-2 et seq.

7/ Some French producers argued that certain of their imports fall into
categories that should be excluded from the definition of the like product.
In particular, they contended that lighter gage products in widths of 84
inches or more are either in short supply or unavailable from domestic
sources. Transcript of public conference of December 14, 1981, at 157, 179,
183-84. There are no persuasive data, however, to substantiate the product
mix of French imports, the lack of alternative domestic sources, or the
alleged uniqueness of the French products. Furthermore, information available
to the Commission suggests that 84-inch French sheet competes with narrower
widths of U.S.-produced sheet, which can be welded together to cover an
equivalent surface area.
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gage, is "like" the French imports. Consequently, we believe the "continuum

principle” set forth in Stainless Clad Steel Plate from Japan, 8/ is

appropriate to consideration of the like product in this investigation. That
case involved clad steel plate custom—made in a variety of sizes and shapes.
The Commission found that the like product consisted of a general category of
cléd steel plate, rather than plate of particular sizes or shapes. 1In

reaching its conclusion, the Commission stated:

Since this is a case in which the like product candidates
consist of a group of products slightly distinguishable from each
other, among which no clear dividing lines can be drawn based on
characteristics and uses, we find the like product in this
preliminary investigation is all members of the group. 2/

Accordingly, we find that the like product is all hot-rolled carbon steel
sheet within the category defined by the Commerce Department. Thus, the
relevant domestic industry in this investigation consists of those domestic

producers who produce hot-rolled carbon steel sheet.

Reasonable indication of material injury

1. Condition of the domestic industry

The Commission last examined the condition of the U.S. steel industry,
including that portion of the industry producing hot-rolled carbon steel
sheet, in ﬁay 1980. }9/ Data available at that time revealed an industry
adversely affected by increasing import competition and achieving

profitability levels that were exceedingly low both in absolute terms and in

8/ Inv. No. 731-TA-50 (Preliminary), USITC Pub. 1196 (1981).

9/ Id. at 4.

19/ Certain Carbon Steel Products from Belgium, the Federal Republic of
Germany, France, Italy, Luxembourg, the Netherlands, and the United Kingdom,
Investigations Nos. 731-TA-18 to 24 (Preliminary), USITC Pub. 1064 (1980).
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comparison with other manufacturing groups. Information obtained in the
present investigation demonstrates that the domestic industry's health has not
substantially improved.

Domestic production of hot-rolled carbon steel sheet declined from 11.3
million tons in 1978 to 9.5 million tons in 1980, or by about 16 percent.
Although production reboﬁnded in the first three quarters of.1981 as compared
to the same period in 1980, it is unlikely, in light of currently shrinking
demand,'to reach the full-year levels attained in 1978 and 1979. 11/
Utilization of capacity remained steady between 1978 and 1979, but declined
approximately 20 percent in 1980 as a result of declining production.
Capacity utilization for the first nine months in 1981, although higher than
the comparable period of 1980, was still below the percentages reported for
1978 and 1979. 12/

Domestic shipments of hot-rolled ;arbon steel sheet incre;sed slightly
from 1978 to 1979, but fell sharply in 1980. Shipments increased in
January-September 1981, as compared to the same period in 1980. 13/ Year-end
inventories declined 14 percent from 1978 to 1980. However, they increased
dramatically--42 percent in the first nine months of 1981, as compared to the

same period in 1980 signaliing the current down-turn in demand. 14/

11/ Staff Report at A-16.

13/ Id. As noted in the Staff Report, some hot-rolled sheet is produced on
the same equipment used to make hot-rolled plate, and allocation of a plant's
total capacity must be made in order to arrive at a capacity figure for each
product.

12/ Id. at A-17. Exports represent approximately 1 percent of total
domestic shipments for the relevant period.

14/ Id. at A-19.
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Total employment in U.S. facilities producing hot-rolled carbon steel
sheet, as well as employment of production and related workers in particular,
rose from 1978 to 1979, but declined in 1980. While total employment .
continued to fall in the first three quarters of 1981, employment of
production and related workers (including those specifically engaged in
. producing hot-rolled sheet) increased from 1980, reflecting the general trend
in production, but employment was still below levels reached in 1978 and
1979. 15/

Especially significant in the assessment of injury is the extremely low
level of profitability in this industry. On both their overall and hot-rolled
sheet operations domestic producers are'currently receiving a far lower ratio
of operating profit to net sales than are either all iron and steel company
operations or all manufacturing companies. 16/ The data show that net sales
of hot-rolled sheet increased 19 pefcent, from $3.4 billion in 1978 to $4.0
billion in 1979, then declined to $3.1 billion in 1980. In the first three
quarters of 1981, net sales increased by 46 percent over the same period in

1980, from $2.2 billion to $3.2 billion. 11/ However, aggregate operating

'léj Commissioner Frank notes that the hours paid for production and related
workers for hot-rolled carbon steel sheet also evidence some increase on nine
month figures of 1981 as compared to 1980, but likewise showed declines from
1978 and 1979. 1d. at A-20.

Commissioner Frank further notes that unit labor costs per ton in the
production of hot-rolled carbon steel sheet were down 6.2 percent for the
January-September 1981 period from the comparable 1980 period. Labor
productivity in terms of tons per hour was higher also. Id. at A-24, Table 15.

16/ Id. at A-27. Profit-and-loss data were received from nine producers
accounting for roughly 87 percent of domestic shipments in 1980. Id. at A-23.

17/ 1d. at A-26.
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profits from sales of hot-rolled sheet declined from $168 million in 1978 to
an operating loss of $234 million in 1980, while the ratio of operating profit
to net sales fell from a positive 5 percent in 1978 to a negative 7.6 percent
in 1980. Despite increased net sales in 1981, the industry continued to
suffer an operating léss, amounting to $58 million in the first three
quarters, for a ratio of operating loss to net sales of 1.8 percent. l§/
These negative profitability figures amply demonstrate the present weakened
condition of the domestic industry.

Furthermore, other considerations, such as the low level of return on
equity the industry has shown, do not make it an attractive magnet for

investment capital. 19/

2. Volume of Imports

One of the most important factors influencing our determination is the
changing pattern of imports. The most recent monthly data emphasizes that the
volume of iﬁports of hot-rolled sheet from France is increasing. 1In
particular, imports of sheet from France rose from 90,083 tons in the
three-month period August to October 1980 to 149,832 tons in the same period
of 1981, an increase of 66 percent. 20/

Until 1981, imports steadily deciined throughout the period of

investigation. They fell from 693,613 tons in 1978 to 395,351 tons in

18/ Id. at A-26.

12] Commissioner Frank notes that total capital expenditures have risen
since 1978, the majority of which went into machinery and equipment. He notes
also that research and development expenditures in the industry have increased

consistently since 1978 including the first nine months of 1981. 1Id. at A-27
and A-28.

20/ Id. at A-30.
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1980. 21/ The ratio of imports to apparent U.S. consumption, which reached
4.0 percent in 1978, declined to 3.1 percent in 1979, and remained constant in
1980; However, the ratio of imports to domestic shipments began to increase
in 1981, rising to 5.4 percent'in August-October, the most recent period for
which data are available. 22/ From our perspective, both the absolute rise in
.the level of 'sheet imports from France and the imports to domestic shipments

ratio point to an affirmative preliminary determination.

3. Price

Priciﬁg information on imported hot-rolled carbon steel sheet from France
warrants further investigation. The Commission requested delivered selling
prices for hot-rolled carbon steel sheet, commercial quality, 0.1210-0.1799
inches in thickness and over 36 but less than 72 inches in width from domestic
producers and from importers of French hot-rolled sheet. This information was
used for price comparisons. Data supplied by importers of the French product
showed tﬁat in certain instances French sheet sold for a higher price than the
comparable domestic product. Thus on sales to service center-distributors the
" French imports consistently sold at a higher price than domestic sheet, with
the margins of overselling ranging from 1 percent to 24 percent. 23/ However,
sales tc end-user customers reveal a pattern of underselling at margins

ranging from 1 percent to 17 percent. 24/ The usefulness of these comparisons

21/ Id. at A-29, Table 20.

22/ Commissioner Frank notes that production of hot-rolled carbon steel
sheet by the two French producers meanwhile has increased in 1979 and 1980 and
rates of production to capacity are up for the first 9 months of 1981. Staff
Rept. at Id. at A-47.

23/ Id. at A-37 through A-39, Table 25. Commissioner Frank notes that a
number of importer-distributors are owned by French producers. Id. at A-8.

24/ 1d.
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is affected by the difficulty of caléulating freight charges for domestic
shipments. 22/ Certain domestic companies reported that they were unable to
calculate freight, since this cost was assumed by the purchaser. Others
emphasized that inclusion of freight charges can distort a comparison of
prices. Therefore, for purposes of this preliminary investigation, we note
there is a reasonable indication of a pattern of underseiling of imports in
some parts of the market.

Furthermore, information obtained from domestic purchasers calls into
question claims that French sheet sold at a higher price. In questionnaire
responses, five domestic producers provided information regarding 86 alleged
lost sales to imports of competing hot-rolled sheet from France. gg/ The
Commission staff contacted a representative sample of 17 purchasers. Twelve
purchasers confirmed lost sales. gl/ The principal reason given by these
purchasers for the lost sales was the iOWer price of the Frencﬁ product. Only
one purchaser reported paying a premium for the French import. Staff also
verified instances in which domestic hot-rolled sheet producers lowered their

prices in order to avoid losing a sale to a competing French offer. g§]

25/ 1d. at A-37.

26/ Td. at A-39 and A-40.

27/ 1d.

28/ With regard to threat of material injury, Vice Chairman Calhoun observes
that the two major French producers of hot-rolled sheet, Usinor and Sacilor,
increased their capacity from 1979 to 1980. Both firms retain significant
amounts of unused capacity that could be used to increase production. Since
the Simonet-Davignon Plan apparently restricts shipments within the European
Community, it is possible that any increases in French production would be
directed at export markets.

.France clearly has the ability to export large amounts of hot-rolled
sheet to the United States, although it has not fully exploited this
capability in recent years. Nevertheless, imports from France increased in

(Footnote continued)
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Accordingly, in spite of its alleged higher quality, there is evidence that
French sheet sold for a lower price than domestic hot-rolled sheet.

The market for hot-rolled carbon steel sheet is highly price sensitive.
The lower prices of one source of supply, foreign or domestic, can have ripple
effects on the market. We believe that the information regarding French
prices demonstrates a reasonable possibility that the.imports from France have
suppressed, and, on occasion, depressed prices in the domestic market. During
a final investigation, the staff will have an opportunity to verify any data

submitted and to obtain additional information.

Conclusion
On the basis of the record before us, 22/ we conclude that there is a

causal link between allegedly subsidized imports of hot-rolled carbon steel

(Footnote continued)

January~September 1981 by comparison with the comparable period of 1980,
rising from 270,500 tons to 297,903 tons. This trend becomes even more
apparent when examined on a month-to-month basis. During 1980, imports from
France fluctuated from month to month, both in terms of tonnage and as a ratio
of imports to domestic shipments. No clear pattern of increasing volume or
import penetration is apparent. In contrast, month-to-month figures for
January-October 1981 show a pattern of sharp increases in tonnage and as a
ratio of imports to domestic shipments.

The French steel industry's excess capacity, demonstrated export
capability, and the recent rising trend in French imports establishes a
reasonable indication of a threat of material injury. Furthermore, French
hot-rolled carbon steel sheet is allegedly of superior quality and at a price
competitive with domestic steel. For a price sensitive industry this provides
an added basis for a finding of a reasonable indication of threat of material
injury.

29/ On the basis of the record before him, Commissioner Frank concludes that
there is a causal link between allegedly subsidized imports of hot-rolled
carbon steel sheet from France with the material injury experienced by the
domestic industry. The principal bases for his affirmative determination are
the significant volume of French imports and information regarding lost sales,
as well as a reasonable indication that these French imports through their
impact on domestic prices, have had a material adverse effect on the condition
of the domestic industry.
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sheet and the reasonable indication of material injury. The principal bases
for our determination are the increasing volume of French imports, information

regarding lost sales by reason of underselling, and price suppression leading

to reduced profitability.
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VIEWS OF COMMISSIONER PAULA STERN

Introduction

On the basis of the record in this investigation, I have found
that there is a reasonable indication that an industry in the United
States is materially injured by reason of imports of hot-rolled carbon
steel sheet allegedly subsidized by the government of France.

The present case has focused on a basic industry which has been
the subject of intense discussion throughout the industrial world.
Many issues important to this case appeared earlier in cases before
the Commission in 1980 */ and bear review.

Important legal issues in the previous cases cente;ed on the
appropriate breadth of product aggregation in describing the domestic
industry and the propriety of judging the cumulative impact of the
subject imports on the domestic industry. The question of aggregation
-- which the Commission chose to approach on a product line basis --

apparently has been settled for the steel industry. 1In the present

*/ There is a tendency to regard the Commission as having found in this
case that subsidized imports have injured the U.S. industry. Rather,
emphasis should be given to the fact that the Commission has determined

in this preliminary case that there is a reasonable indication of material
injury or threat thereof due to alleged subsidized imports. See '"Statement
of Reasons of Commissioner Paula Stern" in Certain Carbon Steel Products
.« « , Inv. Nos. 731-TA-18-24 (Preliminary) USITC Pub. No. 1064, May

1980, at 39-71.
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case all parties seemed agreed on the appropriateness of examining
each product line separately. I have found it unnecessary at this
preliminary stage to address the issue of cumulation because looking
at the subject imports' cumulative impact would not have affected the
finding I was able to make on an individual basis. j/ For the sake
of brevity, I am incorporating in these Views the previous discussions

of product aggregation and cumulation found in Certain Carbon Steel

Products (May 1980). Both these issues played a role in setting
the stage of reaching the primarily economic findings on the existence
or threat of injury and the causation of the problems experienced by

the U.S. steel industry. **/

fj See the companion cases, Carbon Steel Plate from Romania, Inv.
No. 731-TA-51 (Preliminary), and Carbon Steel Plate from Belgium and
Brazil, Inv. Nos. 701-TA-83 and 84 (Preliminary).

**/ Since there are many firms already in existence, the establish-
ment of an industry in the United States was not at issue and will
not be discussed further.
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Statutory Standards

Section 771(7) gives specific guidance on what factors, among
others, the Commission must consider in evaluating whether a domestic
induétry has suffered material injury by reason of allegedly subsidized
imports. Three general categories of analysis are mentioned: (i) the
volume of imports of the merchandise which is the subject of the in-
vestigation; (ii) the effect of imports of that merchandise on prices
in the United States for like products; and (iii) the impact of imports
of such merchandise on domestic producers of like products.

The volume of subject imports is to be evaluated by considering
its overall magnitude and any increase either absolute or relative to
consumption in the United States. */ In analyzing price effects, the
Act directs the Commission to look for evidence that subject iﬁports

have brought about "significant" undercutting, depression or suppression

*/  Section 771(7)(C) (i) states: "In evaluating the volume of imports
of merchandise the Commission shall consider whether the volume of im-
ports of the merchandise, or any increase in that volume, either in
absolute terms or relative to production or consumption in the United
States, is significant."
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of domestic prices. */ Finally, the impact on the affected industry
is to be judged on the basis of "all relevant economic factors" includ-
ing output, sales, market share, profits, productivity, return on in-
vestments, capacity utilization, and factofs affecting domestic prices,
cash flow, inventories, employment, wages, growth, ability to raise
capital, and investment. **/ The record in these investigations con-
tains some information on virtually all these factors; a detailed com-

pilation may be found in the Report.

*/ Section 771(7)(C)(ii) states: 'In evaluating the effect of imports
of such merchandise on prices, the Commission shall consider whether

—- (i) there has been significant price undercutting by the imported
merchandise as compared with the price of like products of the United
States, and (ii) the effect of imports of such merchandise otherwise
depresses prices to a significant degree or prevents price increases,
which otherwise would have occurred, to a significant degree."

*%/ Section 771(7)(C)(iii) enumerates these factors as follows: "In
examining the impact on the affected industry, the Commission shall
evaluate all relevant economic factors which have a bearing on the

state of the industry, including, but not limited to -- (i) actual and
potential decline in output, sales, market share, profits, productivity,
return on investments, and utilization of capacity, (ii) factors affect-
ing domestic prices, and (iii) actual and potential negative effects on
cash flow, inventories, employment, wages, growth, ability to raise cap-
ital, and investment."



17

Condition of the Domestic Industry

In preliminary investigations Commission practice is to gather
data for three full years plus the partial current year. Such ques-
tionnaire data is supplemented by publicly available information and
in cases such as the present one, material éathered by the Commission
in previous investigations of the same industry. Because the scope
of the sheet industry in this investigation follows industry practices
in defining sheet rather than TSUS numbers, the information gathered
in the current investigation is not directly comparable to that found
in the previous Commission report. */ This second detailed look at
the steel industry in less than two years confirms my earlier general
judgments. But now the same continuing problems have been exacerbated
by -the heightened macroeconomic difficulties of the U.S. economy. In
shoft, despite a temporary partial recovery in many of the economic indi-
cators of the industry's performance for the first nine months of this
year compared to those for the like period of 1980, the domestic hot-

rolled steel sheet industry remains unhealthy. *%*/

*/  Accompanying Report at A-2.

*%/ Except as otherwise noted, data below are collected by the
Commission's staff from nine questionnaire respondents covering
approximately 87 percent of U.S. hot-rolled sheet shipments in 1980.
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U.S. production of hot-rolled sheet has been irregular but
generally at troubling levels over the period of investigation. From
11.3 million and 12.2 million short tons in 1978 and 1979, it fell to
9.5 million tomns in 1980. Data for the first nine months of 1981
show a growth to é.8 million tons from the 6.5 million tons recorded
in the like period of 1980. What the fall of 1981 will look like is
nét yet clear; however, there are strong indications that the fourth
quarter of 1981 will show a sharp reduction in output as the prolonged
and deepening recession in the U.S. automobile industry continues to
affect adversely the demand for hot-rolled sheet. */

Capacity in the industry remained relatively stable over the period.
From 17.4 million tons in 1978, it grew to 19.0 million tons in 1979
before falling off to 18.4 million tons in 1980.  Partial year data
for 1981 indicate a capacity level for this year will be at the 1979
level again. Capacity utilization declined from 64 percent in 1978 to
52 percent in 1980 and then increased to 61 percent in January-September
1981. 1In view of the sharp decline apparently occurring in the fourth
quarter of 1981, theicapacity utilization for the full year may well be

close to the depressed level recorded in 1980.

*/  The automobile industry is one of the major customers of hot-rolled
- sheet. At this stage, it remains unclear what effect, if any, the in-
creased demand for pipe and tube is having on hot-rolled sheet. Should
this case return, more information on the structure of demand would be
helpful.
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Caution must be used in evaluating these capacity and capacity
utilization figures. Hot-rolled carbon sheet is produced in hot-
strip mills that use equipment common to the production of carbon
steel plate. Thus, an allocation of a plant's total capacity must
be made to obtain figures for specific product lines. As the réport
notes, the integrated nature of all steelmaking facilities results
in steel companies altering their mix of product lines in order to
keep the primary production facilities (common to all the lines)
operating at high capacity levels. */ This freedom of operation
normally requires excess capacity'at rolling and finishing mills.
There is general agreement that capacity utilization in the produc-
tion of raw steel is a better indicator of performance for both the
broad industry and the individﬁal firﬁ. The capacity for raw steel
production in the United States declined slowly from 157.9 million
tons in 1978 to 153.7 million tons in 1980. However, U.S. production
fell sharply to 111.8 million tons in 1980 from the approximately
137 million ton level of 1978 and 1979. The result was a decline
in capacity utilization in raw é;eel from 87 percent in 1978 to 73
percent in 1980.

Shipments by U.S. producers followed a course similar to that
followed by domestic production -- a slight increase from 1978 to 1979,
followed by a sharp decline in 1980. The first nine months of 1981

saw a noticeable increase over the same period of 1980.

*/  Report at A-16.
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U.S. exports of hot-rolled sheet are not significant, having never exceeded
one percent of shipments. They rose irregularly from 77.9 thousand
tons in 1978 to 92.4 thousand tons in 1980. Partial year data shows exports
down sharply in January-September 1981 from the equivalent period in 1980.
End-of-period inventories declined by 14 percent from 1978 to
1980 before rising by 42 percent as of September 30, 1980, compared
to one year earlier. Although inventories stood at five to six percent
of shipments from 1978 through 1980, they rose to over seven percent
of nine-month shipments in 1981.
Employment attributed to production of hot-rolled sheet declined
irregularly from 21,500 in 1978 to 18,500 in 1980 before increasing
to 20,300 in January-September 1981. The trend in manhours employed
in this product line was similar. Wages and total compensation allocated
to wofkers producing hot-rolled sheet followed a pattern similar to
that of employment. However, compared to employment, wages and total
compensation increased by a greater percentage in 1979 and declined by
"a smaller percentage in 1980. Average hourly compensation */ increased
dramatically from $14.29 in l§78 to $19.68 for the first nine months
of 1981. Meanwhile, labor productivity was relatively stable between
1978 and 1980 before increasing in January-September 1981. Only in

1981 did unit labor costs actually fall. **/

*/ This includes wages and all fringe benefits. See Report at A-23,

*%/ Report at A-23. Over a period as short as three years, the be-
havior of labor productivity in an industry with extensive capital fa-
cilities most frequently reflects the degree of capacity utilization.
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The clearest overall picture of the condition of the industry
producing hot-rolled sheet emerged from the data on financial per-
formance. Of nine reporting firms, five sustained operating losses in
1978, four in 1979, eight in 1980, and five in the partial accounting
year ending in September 1981. Aggregate net operating profit declined
from $168 million in 1978 to $95 million in 1979. In 1980 these profits
turned to net operating losses of $234 million. Data for partial-year
1981 indicate further losses of $58 million as of September 30. As a
share of net sales, operating profit declined from 5.0 percent in 1978
to a negative 7.6 percent in 1980.

The conclusions I have reached on the condition of this industry are
similar in form and substance to‘those Izmade in the pre&ious cases. */
The relevant indicators have worsened. Modest profits have become
losses. The industry's gains from its most recent upswing —- which
now appears ended -- will not be sufficient to sustain a rate of

investment necessary to modernize adequately the industry. *%*/

*/ See "Views of Commissioner Paula Stern,'" Certain Carbon Steel
Products at 59-60.

*%/ Testimony at the Conference pointed to a capital replacement cycle
in steel that was moving toward a fifty year period compared to a de-
'sirable one of fourteen years. See Conference Transcript at 109.
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I, therefore, have found that there is a reasonable indication
of material injury to the domestic hot-rolled sheet industry. It
is now necessary to examine the question of whether there is a reason-
able indication that the allegedly subsidized French imports are

causing a material portion of this injury.

Causation

The link between the French imports and the injury the industry
is experiencing has not been definitively established. Furthermore,
there are other factors which contribute significantly to any reason-
able explanation of the industry's problems. Notwithstanding these
serious reservations, the "reasonable indication" standard prescribed
by statute was satisfied and I ha?e concluded that this cése should
not be terminated at this stage.

In reaching my conclusions on causation, I have concentrated on
those parts of the record bearing on the volume of subject imports,
price effects of the impdrt competition, and lost sales by domestic
producers. Furthermore, I ﬁave considered whether other explanations
of the steel industry's problems could account for the material
injury from which the industry suffers.

Imports of hot-rolled sheet from France declined from 694,000
short tons in 1978 to 395,000 in 1980 and then increased from 271,000

tons in January-September 1980 to 298,000 tons in the comparable
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period of 1981. As a share of consumption, they declined from 4.0
percent in 1978 to 2.7 percent in January-September 1981. This

remains a significant import share in the sheet market. In general,
France remains the largest European exporter of hot-rolled sheet to the
United States, having been replaced by Japan as the largest exporter

to the United States in 1979. Although the role of French imports

is smaller than it has been, France remains a definite factor in the
market. Furthermore, there is no indication that France is with-
drawing from the U.S. market. */

Comparative data on steel prices —-- though far more complete in
this preliminary investigation than the previous ones ---have proved to
be inconclusive. Pricing data in this industry are notoriously complex.
Domestic firms followed no uniform methods in calculating, recording,-
and reporting trangaction prices. Adjustments for different transpor-
tation costs are difficult and for different product quality inherently
subjective. The data showed that imports were frequently higher in
price than the domestic product. **/

Lost sales information, though far more complete in its coverage,
seemed to contradict the comparative price data. In a random selec-
tion from lost sales allegations.by domestic producers, over 70 percent
were confirmed. The principal reason cited for buying the French

product was price. Only one instance was turned up where a customer

*/  Monthly data indicate that October 1981 was a particularly high
month for French imports. In making my determination, I have avoided
relying on monthly data because they tend to be so volatile.

**%/ Report at A-37 through A-39.
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paid a premium for French sheet. These lost sales examples,~while‘few
in number, are definitely comparable because they each involve a single
customer and compare actual delivered prices.

Without weighing other causes against those of the alleged LTFV
imports, I believe it is important in closing to note the factors
which have kept the costs of the steel industry from falling to a point
at which adequate profits might be earned even at the prevailing
prices in the subject product lines.

Partly as a result of a very effective cost-of-living adjustment
negotiated by the United Steel Workers of America and the unexpected
increase in the rate of inflation during the last decade, there has
been an accelerating growth of wages at a rate far higher than in
general manufacturing. By 1980 steel wages stood at 153 percent of
those in general manufacturing. By 1980 this number had grown to
175 pefcent. The wages of French steel workers have remained consid-
erably below those of their U.S. counterparts. In 1980 the French
average hourly compensation in sfeel was less than 60 percent of that
in the United Stgtes. */

Significant portions of the total investment that has been under-
taken has gone to satisfying stricter mandatory standards for environ-
mental brotection. Further investment funds have gone into diversifi-
cation beyond the traditional bounds of the steel industry. While
these investments may be socially desirable or economically sound,

they have not added in the short run to productivity in the steel industry.

*/  Report at A-23.
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Additionally, foreign producers not the subject of this investi-
gation, including some of the world's most efficient and low-cost
steelmakers, are influential participants in the U.S. market. In
hot-rolled sheet, Japan is the single largest foreign supplier.

Without adequate comparable data for all significant foreign suppiiers,
I have been unable to dismiss the possibility that some other

foreign producer stands to gain if fhe subject imports are reduced.

The allegedly subsidized imports may be hurting foreign suppliers
rather than domestic producers.

Citing these other possible causes of injury does not ipso facto
imply that the subject imports have failed to contribute in a ma-
terial way to injury for which they may not be primarily responsible.
Even a relatively small market share captured by subsidized imports
can result in injury by price depression if the product in question
is inelastically demanded (and has a price which is very sensitive to
small changes in supply). However, there is no information on the
record to suggest that steel's price in any line is unusually ppice—
sensitive to changes in supply.

There is émple evidence that fhe steel market is quite competitive;

sales can be made or lost on the basis of small price differences. */

*/  Report at A-39.
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Thus, there remains the possibility that, even without significant
underselling and price depression or suppression, loss of volume by
the domestic industry to subsidized imports can be injurious.

The previous investigation was conducted when raw steel capacity
utilization had just peaked at 88 percent (1979). At that time I
concluded that:

. . . with raw steel operating at what amounts to al-

most full capacity, it does not appear that the solu-

tion to these problems can be found in selling more

steel. Rather, the problems of all product lines and

the larger industry appear to lie in the price at which

the steel is sold and the costs at which it is made,

not the quantity produced. */

At present, raw steel capacity utilization has fallen to 82 percent
*% [

for the first nine months of 198l. Furthermore, capacity utilization

has been declining steadily since mid-1981 and volume has become a

serious problem. French imports must be considered in this context.

In the previous cases, I made my findings "in the absence of
systematic consumer surveys and comparable price data crucial to
linking the alleged LTFV imports to any material injury of the
domestic industry." **%x/ The Commission's staff has under severe
time constraints given an unusually full picture of a rather complex

industry. We have better price information than before, but it has

not resolved the causal questions we must answer. In preliminary

*/ "Statement of Reasons,'" Certain Carbon Steel Plate, at 59-60.

*%/ American Metal Market, October 7, 1981.

**%/ "Statement of Reasons,'" Certain Carbon Steel Products, at 41.
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cases, my determination is necessarily based as much on what ipfor—
mation the Commission has not been able to gather (but has expectations
of developing in a full scale investigation) as on the information I
have before me.

Also not resolved has been the role of the alleged subsidies in the
competition between French and‘domestié hot rolled sheet. There
is no reasonable basis for denying the potential impact such sub-
sidies could be having on the French ability to sell sheet in the
U.S. market. All French sheet comes from the Solmer facility */ (estab-
lished 1975) at Fos and the Usinor facility **/ (established 1963) at
Dunkirk. Both are modern, primarily using the continuous casting
process. This may account for the high reputation exported French sheet
enjoys. Solmer is jointly owned by Usinor and Sacilor. ***/ All three
entities receive subsidies from the government of France. Some of the
subsidies date to a 1978 French rescue plan whose purpose, Commerce
states, was to avert bankruptcy of the French steel industry. Only
in 1977 had the Solmer faciiity succeeded in attaining full production.
There is a reasonablé indication that the mere presence -- however
reduced it may be -- of French sheet in the U.S. market may be due to

these and other subsidies.

'f/ Soci€t€ Lorraine et M8ridionale de Laminage Continu.
*%/ Union Siderungique du Nord et de 1'Est de la France.

*%%/ Acieries et Laminoirs de Lorraine.
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I have concluded that there is a reasonable indication that
the allegedly subsidized imports from France are a cause of material
injury to the domestic hot-rolled sheet industry. Needless to say,
should this case return,l would expect to base any final determina-
tion on more complete demand information, cqmparable.pricing data,
a full analysis of the extent and impact of any subsidies, and a
better analysis of other factors influencing the state of the U.S.
steel industry. Having discussed aspects relating to threat throughout,
I close by noting that there is a reasonable indication that French

imports will continue to cause material injury to the domestic industry.
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INFOEMATION CBTAINED IN THE INVESTIGATION
Introduction

Cn November 18, 1681, the U.S. International Trade Commission receivec
advice from the U.S. Department of Commerce that it was initiatiung a
countervailing duty investigatior on hot-rolled carton steel sheet (hLereafter
referred tc as hot-rolled shteet) from Frarce. 1/ Accorcdirgly, or Novemier 1E,
16€1, the Commission, pursuant to section 703(a) of the Tariff Act of 193C (1°¢
U.S.C. 1671t(a)), instituted preliminary courtervailirg duty Irvestigatiorn No.
701-TA-85 (Preliminary) to cetermine whether there is a reasonatle irndication
that an industry in the United States is materially injured, or is threaterecd
with material injury, or the estatlishment of an industry in the United States
is materially retarced, Ly reason of imports from Fraice of hot-icllec carion
steel sheet upon which Lounties or grants are alleged to Le paid. The statute
directs that the Commission make its determiration within 45 days after ite
receipt c¢f advice from Commerce--in this case by Jarnuary 4, 1982. Notice of
the institution of the Commission's investigation and of a pullic confererce
to te held in connection therewith was duly given Ly posting copies of the
notice in the Ofiice of the Secretary, U.S. International Tracve Ccmmission,
Washington, D.C., and by putlishing the notice in the Federal Register of
Novemter 25, 1681 (46 F.R. 577&5). 2/ The pulblic counference was hLelc irn
Washington, D.C., on Cecember 14, 19581 3/. The Commission's vote in the
investigation was taken on Lecember 22, 156l.

Description and Uses &4/

Hot-rolled carton steel sheet is a flat-rolled procuct that is produced
ty pacssing heated carton steel slats through a series of reducing rolls in a
hot-strip mill. Sheet is considered to Le a firnishecd procuct, and is
distinguished from other flat-rolled procucts by its cdimemnsiocnal
- characteristics. For the purpose of this investigaticn, hot-rollec cartorn
steel sheet is defined as hot-rolled sheets and plates, of other than alloy
iron steel, whether or not corrugateé or crimpec ard whether or nct pichieas
not cut, not pressed, and not stamped to nonrectangular shape; not coatec or
plated with metal and not clad; cver 12 irches in wicth and in coils o1 if not
in coils urder 0.1875 inch in thickness; as proviced for in items 607.6610,

1/ Copies of Commerce's letter of notificatiorn, notice cf investigation, and
Lackground memorandum to the Commissicr are presentec it app. A.

g] A copy of the Commission's notice of the investigation arnd conference and
a list of witnesses appearirg at thLe corferernce are presentec in app. E.

3/ The conference in these investigations was held concuriently with tke
corference Leld in investigations No. 7G1-7A-§3 aud &4 (Frelimitary), anc No.
731-TA-51 (Preliminary).

4/ A cetailed aiscussion of the steelmakirng process anc the relative
significance of hot-rolled sheet compared with all carton steel products is
presented in Certairn Carton Steel Procucts from belgium, the Federal Repullic
of Germany, France, Italy, Luxemtourg, the Netherlands, and the Urnited
Kingdom: TLeterminations of the Commissiorn in Investigaticns Nos. 731-TA-1&-24
(Preliminary) . . ., USITC Publication 1064, pp. A-5 through A-9 aunc A-47.
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£07.67CC, €07.£320, or €07.£342 of tle Tariff Schedules of the Unitec States
Annotated (1Y€1)(TSUSA).

Fcr tle purpcse of this irnvestigatiorn, "Lot-rcilec sl.eet” inclucec
certain proaucts classified arnc descrited as "plate” in the Tariff Schedules
of tlie Unitec States (ISUS). This discreparncy ic due tc techrnical ciffererces
tetween the U.S. incustry cdefinitiorn and the TSUS defirnitiorn with respect to
flat-rolled products over 1Z inches in width and 0G.1675 inch or more ir
thickness, shipped iu coils. Such procucts are considered "sheet" Ly the U.S.
industry, tut they meet thLe TSUS definition of "plate”.

The Department of Commerce preferred the U.S. industry definition irL
defining thte scope of this investigatiorm.

As a flat-rolled product, sheet possesses qualities that distinguish it
from otl.er rolled steel shapes and forms. It is producec orn rolls with smooth
rather than cut or grooved surfaces, anc with a ratio of widtl. to thickness
which is generally much greater tharn thLat for other rolled steel products. In
the hot-strip mill, slats are Leated to a rolling temperature of atout 2,20C
degrees Fahrenheit. The slabs are sernt into a scale Lreaker to remove furnace
scale, roughed cown to a predetermined intermediate thickness in rough stands,
and then sent to a series of finishing stands where further recductiors are
macde. A typical contiruous mill for hot-rolling will have four or five
roughing stands and five to sever finishing stands. As the product is recduced
in thickress, it is increased in length, with each succeedirng set of rolls
Leing rotated st a higher rate of speec to ccmpernsate for the elongatec
sheet. Water sprays at various locations cool tlie metal and remove oxide from
tl.e hot sheet surface. Upcn reaching firnal thickress, the hot-rolilec sheet
Las cooled to atcut 1,2CC cegrees Fahrenleit. The product is ther cciled or
cut in shorter lengths and stackedc. If cesirecd, the sleet may ther Le
cleaned, or picklec, in a tath of sulfuric or Lydrochloric acid to remove
surface cxicde formed during Lot-rcllirg.

The automctive industry anc steel service centers and distributors are
ti.e largest consumers of hLot-rollec sheets, each accounting for slightly less
than 30 percent of total shipments in 1$6C. Hot-rcllec sheets are also usec
in the comstruction incustry, and in the making of pipes anc tules,
appliances, electrical equipment, and a variety of other products.

U.S. Tafiff Treatmert

For the purpose of this investigation, hot-rolled sheet is classifialtle
under items 607.6€10, €07.670C, 6C7.832C, and 60G7.£342 of the TSUSA. 1/ The
current rates of duty for these products are shown in table 1. Concessiomns
granted Ly the United States at the Tckyc round of Multilateral Trade
Negotiations (MTN), will result in incremental reductions in column 1 rates 2/

1/ For the purpose of this investigation, hLot-rclled sheet includes somne
products classified as carton steel plate (iteme 6C7.661C anc 6C7.£320).

2/ The rates of cuty in col. 1 are most-favored-ration rates and are
atElicaLle to importec procducts from all courtries except those Communist
couritries and areas enumerated irn gemneral heacrnote 3(f) of the TSUS.
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Table 1l.--Hot-rolled sheet: U.S. rates of duty as of Jan. 1, 1661,
Jan. 1, 1982, and Jan. 1, 19&7

Rate of duty }/

1676-79 * 1580-81 ° :
TSUSA item TSUSA item’ Article ; . Col. 1 .
) . ' Col. 2

No. : No. : :Jarn. 1,:Jan. 1,:Jarn. 1,:
: 1681 : 19€2 : 1587 :

6C&.8410 : 607.6610 : Carbon steel plate, in :7.5% ad:7.37% ad:€.0% ad:20% ad
: coils, not coated or : wval. : wval. : wval. : wval.

: plated with metal, : :

not pickled and not : : : :

: cold rolled. : : : :
€08.8440 : 607.670C : Carbon steel sheets, :7.5% ad:7.1% ad:4.%% ad:20% ac
: not coated or plated : wval. : wval. : wval. : val.

with metal, not :
pickledand not cold :
rolled. :

60&.6720 : 607.56320 : Carbon steel plates, :8.0% ad:7.5% ad:5.1% ad:0.2¢ per
: not coated or plated : wval. : wval. : wval. : 1t. +
with metal, pickled. : : : : 20% ad
: : : : val.
606.8742 : 607.8342 : Carton steel sheets, :8.0% ad:7.5% ad:5.1% ad:0.2¢ per
: not coated or plated : wval. : wval. : wval. : 1b. +
with metal, pickled : : : : 20% ad
but not cold rolled. : : : ¢ val.

- .
.

1/ Col. 2 rates cf duty apply to most Commurnist-dominated courtries. Col. 1
rates apply to products of all other countries.

beginning on January 1, 1962. The final concession rates (also shown iu the
tatle) will tecome effective on January 1, 1687. Imports of hot-rolled sheet
are dutiable at rates rangirg from 7.1 to 7.5 percent ad valciem as of January
1, 1982. This product is not eligible for duty-free treatment under the
Generalized System of Preferences (GSF), 1/ and imports frcm the least
developed developing countries (LDDC's) are not granted preferential rates. 2/

1/ The GSF, under title V of the Trade Act of 1574, provided duty-free
treatment for specified eligitle articles impcrted directly from designated
beneficiary developing countries. GSP, implemented by Executive Crder No.
11688 of Nov. 24, 1675, applies to merchandise imported on or after Jan. 1,
1676, and is expected to remain in effect until January 1985.

2/ LLDC rates are preferential rates (reflecting the full U.S. MTN
concession rate for a particular item without staging) applicabtle to products
of those LDDC's designated in general headnote 3(d) of the TSUS which are not
granted duty-free treatment under the GSP.



In addition to import duties, imports of Lot-rclled sheet are sutl ject to
tlhe Buy American Act. 1/

Nature and Extent of the Allegec Eountice c1r Craunte

The advice received from the Commerce Lepartnent contains allegations
tlat the Government of France provicdes its manufacturers/expciters of
hot-rolled sheet with numerous incerntive programs whichk may coustitute
Lounties or grants under the countervailing duty lauw. 2/ The twc chief
Lenefit programs, which are in the form of preferential firancirg uncer tlLe
French Government's 167¢ Fescue Plan and other lcans, are estimatec to Lave
provided French manufacturers/exporters with a teuefit of $3£.15 per metric
ton produced in 19&l. Commelce has not estimated the value of the cother
berefit programs under investigation, although it stated that the total of
such Lerefits "could bte quite sultstantial.”™ 3/ Of the various Lenefit
programs cited in its background memorarndum, only two, listed under the
heading of "Programs apparently availatle to sheet producers that may
constitute sutsidies™ provided Lenefits based specifically on export
performance. These are in the form of preferential firancing to guarantee and

finance exports.

U.S. Procucers

Total U.S. raw steel production in 1980 was 112 million tons, of whictk
hot-rolled sheet procuction accounted for 11 million tcre, cr 1C percent of
the total. Hot-rolled sheet was the secord largest finished carlen steel
product manufacturec ty the U.S. steel ircustry.

The eight largest procucers c¢f raw steel, which accounted fo1 akout 73
percent of total U.S. procuctiorn of raw steel in 1¢&0, are showr ir talle 2

There are atout 31 facilities procucing lLot-rollec sheet in the Urnited
States. A large majority (25) of these facilities are locatec imn
Pennsylvania, Chio, Micligan, and Indiana. In addition, facilities are
located in Illirois, Alatama, Utel, Calitornia, West Virginia, Marylanc, aic
Kentucky. Firms proaucing Lot-rolled sheet, tcgether with the location of
their facilities, are shown on page A-6.

1/ The Buy Americar Act, 41 U.S.C. 10a-10d (197&), is the primary
Congressionally mandated legislative preference for U.S. goods. Uncer this
Act, U.S. Government agencies may purchase products of foreign origin for
delivery in the United States only if the cost of the dcmestic product exceeds
the cost of the foreign prcduct, including duty, by € percent or more. This
difference 1ises tc 12 percent if the low domestic tidder is situatec in a
lator-surplus area, and to 50 percernt if the purchase is made by the
Department of Defense. The preferernces may te waived in the pultlic iuterest,
lLiowever. For a more complete discussion of "Luy American” restrictions, see
USITC Pullication 10€4.

g/ See background memorardum, app. A, for enumeration of these programs.

3/ Itid., p. 1.



Taltle 2.--KRaw steel and hot-rolled sheet: U.S. prcductionm,

by firms, 1950

Firm : Kaw steel

* Hot-rolled sh

eet

Million
short tomns

Million

short tons

United States Steel Corp : Est. 23.2 *hk
Bethlehem Steel Corp- : 15.0C KRR
Jones & Laughlin Steel Corp/Youngstown—-: 5.7 falal
Peputlic Steel Corp- - 8.5 falale
National Steel Corp -——: 7.6 : fakakal
Armco Steel Corp- : 7.3 : ok
Inland Steel Corp -: 7.0 ke
Ford Motor Co- : 2.6 kel
All other ——— 30.7 *xk

Total- : 111.% 1G.9

Source: Total, American Iron & Steel Institute, Statistical Report
Division; other, 15&0 annual reports for the firms indicated aund questiomnaire

Iesponses.



Company

U.S. Steel Corp-

Republic Steel Corp —

Jones & Laughlin Steel Corp—-----

National Steel Corp

Bethlehem Steel Corp

Armco Steel Corp

Inland Steel Corp

Kaiser Steel Corp—-—---——=—=———m——-

Ford Motor Co
McLouth Steel Corp-—-———=m—m—————

Wheeling-Pittsburgh Steel Corp.--

Intexrlake Inc-
Ingersoll-Johnson Steel Co——=—————

Laclede Steel Co

Sharon Steel Corp

Cyclops Corp

Crucitle Inc

Teledyne-Vasco

Location

Dravostuig, Fa.
Fairfield, Ala.
Gary, Inc.
Fairless Hills,
Geneva, Utal

Pa.

Gadsden, Ala.
Clevelard, Ckic
Warren, Ohic

East Chicago, Ind.
Cleveland, Clio
Aliquippa, Pa.
Granite City, Ill.
Ecorse, Mich.
Weirton, W. Va.

Burns Harbor, Ind.
Sparrows Point, Md.

Ashland, Ky.
Midaletown, Chio
Butler, Pa.

Fast Chicago, Inc.

Fontana, Calif.

Dearborn, Mickh.
Trentorn, Mich.
Steutenville, Ohio
kiverdale, Ill.
New Castle, Ind.
Alton, I11.
Sharon, Pa.
Mansfield, Ohio
Midland, Pa.

Monaca, Pa.
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Producers in France

The French steel industry consists of two major steel groups, Usinor
(Union Siderurgique du Nord et de 1'Est de la France) and Sacilor (Acieries et
Laminoirs de Lorraine). Usinor and Sacilor produce a wide range of steel
products and engage in a wide range of business activities. With Usinor's and
Sacilor's holdings in two major affiliates, Solmer (Societe Lorraine et
Meridionale de Laminage Continu) and Sollac (Societe Lorraine de Laminage
Continu), they account for about 75 percent of total French steel production.

Commerce's advice in this investigation notes that controls by the French
Government and investment programs under various economic plans left the
industry heavily indebted and with large excess capacity, and by 1977 it faced
bankruptcy. The French Government responded with the 1978 Rescue Plan, which
focused on firms in the nonspecialty-steel-producing sector. Usinor, Sacilor,
and other firms received substantial state funds, designed to enable them to
achieve profitability by 1980. l/ In spite of the Government support, Usinor
and Sacilor incurred losses in 1980, and have trimmed 30,000 jobs from their
payrolls in the past 18 months. g/ The second phase of the restructuring
plan, which intends to incorporate the speciality steel companies into the two
main groups, began with the merger of the speciality steel interests of the
Usinor and Creusot Loire groups in 1981.

Of the two major steel producers in France, Usinor is the largest, with
production of 6.8 million metric tons of raw steel in 1980; Sacilor's
production amounted to 3 million metric tons. Only these two firms produced
significant quantities of hot-rolled sheet in France. Usinor maintains two
facilities in which it produces hot-rolled sheet, and, in addition, shares
ownership with Sacilor of Solmer, which accounts for much of total French
hot-rolled sheet production. Usinor and Sacilor each own 47.5 percent of
Solmer.

U.S. Market and Channels of Distribution

U.S.-produced hot-rolled sheet

In the U.S. market, sales of hot-rolled sheet are made either directly to
end users or to service centers/distributors which, in turn, sell to end
users. In 1980, 29 percent of the 11 million tons of domestically produced
hot-rolled carbon sheet went to service centers/distributors, and the
remaining 71 percent was shipped to end users. The largest end—users were the
automotive and construction industries, which accounted for about 29 percent
and 16 percent, respectively, of total domestic hot-rolled sheet shipments.
Other end users included wire, pipe, and tube manufacturing, 13 percent;
machinery and industrial equipment manufacturing, 3 percent; and electrical
equipment manufacturing, 2 percent. Sixty—-three percent of hot-rolled sheet
shipments went to destinations within the four States where the bulk of it is
produced--Pennsylvania, Ohio, Illinois, and Michigan. Other major

l/ The Mitterand Government has announced its intention to nationalize the
French steel industry.
2/ Background memorandum, app. A., p. 1.
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destinations for het-rolled sheet include Indiana, Texas, Missouri, and
Wisconsin. Currently five U.S. producers operate their own service
centers—-United States Steel, Inland, National Steel, Florida Steel, and
Alleghany-Ludlum.

Hot-rolled sheet imported from Framnce

Alttough 25 U.S. fiims importec hot-rollec sheet from Frauce in 19¢&G,
over * * * percent of the product was imported and distrituted ty Usinor Corp.:
and Franco Steel Corp., toth of which are heacdquarterec in New York City.

Usinor Corp. is a subsidiary of Usinor of France. The New York firm
acts as a U.S. sales agent for Usinor and distritutes Lot-rolled sheet either
directly to independent U.S. service centers/distritutors, or to a whclly
owned subsidiary, Toledo Fickling & Steel Co. In 19&l, atout * * * of
Usinor's import shipments were sold through Toledo Pickling & Steel Co.

The other major U.S. importer, Franco Steel Corp., along with its
subsidiary, Daval Steel Products of New York, are wholly owned by Sacilor of
France. Franco distributes approximately * * * percent of its imported
hot-rolled sheets directly to independent U.S. service centers/distributors,
with the remainder going directly to end users.

Apparent U.S. consumption

Apparent U.S. consumption of hot-rolled sheet in the period January
1678-Septemter 1981 is shown in table 3.

Apparent consumption of hot-rolled sheet remaired relatively statle from
1978 to 1579, before dropping bty 27 percent from 1976 to 1980. Apparent
consumption increased ty 1S percent in January-September 16&l compared with
that in the corresponding period of 1560. The domestic industry supplied am
increasing share of apparent consumption throughout January 1976-September
1581 as imports declined in each period relative to both domestic shipments
and apparent consumption. )

Regional Market Counsiceraticus

In appropriate circumstances, the Commission may examine the question of
material injury on a regional tasis (1Y U.S.C. 1677(4)(C)). At the outset cf
this investigation, three possible "regions” were identified on the basis of

"an examination of availalle secondary source data concerning the location of
U.S. producers of hot-rolled sheet, the locaticn of their customers, and the
poirts of ertry through which imports of hot-rollecd sleet from France were
entered during 1980 and January-September 15§1. The three areas are
identified on a map presented on page A-1G and are referred to as the
Northeastern, Southeastern, and Western areas. This section presents data
developed during the course of the investigation that relate to economic
factors relevant to a determination of whether any of the identified areas



Taltle 3.--Hot-rolled sheet:

U.S. producers' shipmerts, impcits for cousumpticl, exports of

domestic meichandise, and apparent cousumption, 1%7§-80, Januairy-Septemtier 1960, and

Jaruary~Septemler 15&1

: U.S. : A Katic of imports tc—-
Pe1iod . produceis Impolts Expotts : pparent -
° shipments : :consumption Shipmernts | Consunptior
I Short tons———————————mmm————e 1 ——emee e Percent————---
YL S — 14,114,460 : 3,343,023 : 77,655 : 17,375,566 : 23.7 : 16.2
167 9=——— e —; 14,453,905 ¢ 2,675,854 : 665,961 : 17,100,7%¢& : 16.5 : 15.¢€
Y 0 — 10,670,271 : 1,536,592 : $2,427 : 12,714,436 : 17.6 : 15.2
January-Septemter : : : :
1660 mmmmmmm e 7,740,552 : 1,495,029 : 77,737 © 4,157,844 : 15.3 : 16.53
16l -~ e 9,601,236 1,346,835 58,646 : 16,926,427 14.4 : 12.7

Souice: Shipments compiled from the American Irxon & Steel Institute, Statistics Division; imports
ard exports compiled fiom official statistics cf the U.S. Cepartmert of Commerce.
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merit treatment as "regions” within the meaning of sectiom 771(4)(C) of the
Tariff Act of 1630. That section states that——

Ps

In appropriate circumstarnces, the United States, for a
particular product market, may be dividea intc 2 or more
markets and the producers within each market may be
treated as if they were a separate industry if--

(i) the.producers within such market sell all or
almost all of their production of the like product irn
question in that market, and

(ii) the demand ir that market is not supplied, to
any substantial degree, by producers of the product in
question located elsewhere in the United States.

In such appropriate circumstances, material injury, the
threat of material injury, or material retardation of the
estatlishment of an industry may be found to exist with
respect to an industry evern if the domestic industry as a
whole, or those prcducers whose collective output of a
like product constitutes a major proporticr of the tctal
domestic procuction of that product, is not injured, if
there is a concentration of subsidized or dumped imports
into such an isolated market and if the producers of all,
or almost all, of the production within that market are
Leing materially injured or threatened by material injury,
or if the establishment of ar industry is being materially
1etarded, Lty reason of the sulbsidized or dumped imports.

The following discussion addiresses. the considerations set forth in section
771(45(C) as they relate to hot-rolled carbon steel sheet.

Data from pulblic sources on the costs of rail shipnients provide a gereral
idea of the significance of the costs of transporting hot-rolled sheet.
Although many steel products are shipped by truck, rail is more important for
the longer hauls that are likely to bLe involved in cross-regional shipments. l/

Tatle 4 shows the cost of shipping a ton of steel sheet 1 mile and the
cost of a shipment of average length for movements tetween the Official
territory, which includes the major steel-procducing States, and four cther

1/ Data from 1677 indicate that 3¢.4 percent of the ton miles travelec Ly
iron and steel sheet and strip movements are on rail, 5%.5 percent are orn
truck, and 1.1 percent are on water. The average length of haul for rail ie
308.4 miles and for truck, 164.7 miles. See Bureau of the Cencus, Census of
Transportation 1977, vol. 1, Washington, L.C., 19&C, p. 207.
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Tabtle 4.--Costs of shipments from the Cfficial territory for iron or
steel sheet, October 19481

i ) Average
Destination territory Cost per . length of Cost of

: ton mile : : average haul

. . haul .

: : : Percent of

: Cents : Miles : Per ton : price 1/
Southern : 4.02 : 730 @ $29.35 : 7.8
Southwestern- : 4.35 : 1,114 : 48.46 : 12.9
Western Trunk -: 5.38 : 561 : 31.86 : 8.5
Mountain Pacific-——-——————- : 4.17 2,321 : $6.7S : 25.7

. . .
. . .

1/ Price is cefined as $376 per ton, the average of domestic procducers'
carton steel sheet prices to end users in the Northeastern area during
July-September 1581. This price is the arithmetic average of the prices of
the 3 types of sheet for which data were collected.

Source: U.S. LCepartment of Transportation, Carloac Waybill Statistics 167¢
Washington, D.C., December 1980, p. 146. The Bureau of Labor Statistics index
cof rail rates for primary iron and steel products was used to adjust the 1676
cost data to reflect the level of rates in October 1961. The Department of
Transportation data refer to standard transportation commodity code 33123
(Iron or Steel Sheet and Strip). This category includes some products not
involved in this investigation.

territories. 1/ There are large steel mills outside the Official territory,
but this table focuses on that territory because producers in the Northeastern
area ship the largest share of their shipments to other areas. The Official
and Western Trunk territories roughly correspond to the Northeastern area, the
Mountain-Pacific territory roughly corresponds tc the Western area, and the
Southwestern and Southern territories roughly correspond to the Southeastern
area.

1/ The territories, as defined by the U.S. Department of Transportation, are:

Official.--New England, New York, New Jersey, Penusylvauia, Delaware,
Maryland, West Virginia, Illinois, Chio, Indiana, the lower Peninsula of
Michigan, the southeasterrn carrier of Wisconsin, and northern Virginia;

Western Trunk.--Missouri, Iowa, Minnesota, North Dakota, South Dakota,
Netraska, Kansas, eastern Colorado, eastern Utal, and the rest of Wiscousiw;

Southwestern.--Texas, Oklahoma, Arkansas, Louisiana west of the
Mississippi River, and easterrn New Mexico;

Southern: Kentucky, Tennessee, Mississippi, Alabama, Florida, Georgia,
South Carolina, North Carclina; Louisiana east of the Mississippi Kiver and
southern Virginia; and

Mountain-Pacific, the area west of the Southwestern and Westerrn Trunk
territories.
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These data only give the average costs for all steel shipments bLetweer
the specified territories. The cost of actual shipments will vary with the
specific origin and destination involved. However, these data do indicate
that movements from the Northeastern area to the Westerir. or Southeasterr areas
involve substantial transportation costs, which may te large enough to
consider one of these areas as a separate and identifialle regiomn.

These transportation costs, however, may be counterbalanced by regional
differences in production costs. Steel production is heaviiy conceutrated in
the Northeastern area, and particularly in the steel belt: Pennsylvania,
Ohio, Indiana, and Illinois. 1/ Production may Le cconcentrated in these
States because the cost of producing steel is lower in this area than in other
parts of the United States. If the Northeastern producers have a production
cost advantage, they may bte able to effectively compete with local producers
in areas where they have a substantial transportation cost disadvamntage.

Under this assumption, steel belt producers are able to ship steel throughout
the country, and no area will be separate and isolated.

Questionnaire data on the destination of shipments of U.S.-produced

hot-rolled sheet may indicate whether Northeastermn producers can effectively
compete in the other regions. These data are summarized in tabtle 5. Z/

Tatle 5.--Hot-rolled sheet: U.S. producers' shipments across regiomnal
toundaries, January-September 19€1

(In percent)

Share of sales Share of shipments

Reglon : shipped f?om : shippec to other regicns

: other regions :
Southeastern -—- 86.5 : 5.6
Northeastern- 0.2 : 15.7

‘Western - 15.6 :

ee se se

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

These data indicate that Northeastern producers supply almost all the
domestically supplied sheet sold within that area. These producers ship 15.7
percent of their domestic shipments to other regions; they supply 86.5 percent
of the domestic shipments of sheet to Southeastern purchasers and 15.6 percernt

1/ In 1980 these 4 States shipped 61.1 percent of the tomnnage shipped under
cersus code 33123 (hot-rolled sheet and strip including tin mill products).
This code includes products that are not the sutject of this investigation.
See U.S. Bureau of the Cernsus, Current Industrial Reports: Steel Mill
Products, 1580, Washington, D.C., September 1981, p. 11. The Commission asked
for data on production by region in its questionnaire, but the responses were
insufficient to justify preserntation.

g/ These data are incomplete. In particular, * * #*,
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of domestic shipments of sheet to Western purchasers. 1/

The concentration of imports may be considered in either absolute or
relative terms. Absolute concentration can be measured by each area's share
of total imports. Table 6 presents data on these shares. The data used to
construct table 6 assign imports to the area of their port of entry. However,
imports may enter in one area but then be shipped to a purchaser in another
area. Therefore, the Commission asked importers for data on the destination
of their shipments of imported hot-rolled sheet. Table 7 summarizes these
data. The distributions of imports shown in the two tables are very similar.
However, the data do indicate that the Northeastern area's share of imports is
consistently greater if imports are classified by purchaser's location rather
than by port of entry.

Table 6.--Hot-rolled sheet: Percentage distribution of U.S. imports from
France, by areas of entry, 1978-80, January-September 1980, and
January-September 1981

(In percent of total imports)

: : : : Jan.-Sept. : Jan.-Sept.
Area of entry . 1978 . 1979 . 1980 . 1980 . 1981
Northeastern—————— : 54.8 : 68.4 : 29.7 : 21.3 : 46.2
Southeastern—————- : 28.0 : 23.2.: 42.8 : 44,8 28.5
Western————-——————-1: 17.0 8.4 : 27.5 : 34,0 : 25.3
Total—-—===———-: 100.0 100.0 : 100.0 : 100.0 : . 100 O

. . -
.

Source: Compiled from official statistics of the U.S. Department of
Commerce.

Note.--Because of rounding, figures may not add to the totals shown.

Table 7.--Hot-rolled sheet: Percentage distribution of U.S. imports from
France, by locations of purchasers, 1978-80, January-September 1980, and
January-September 1981

(In percent of total purchases)

. .

: : : : : Jan.-Sept. : Jan.-Sept.
Area . 1978 . 1979. . 1980 : 1980 : 1981
Northeastern—————- : *%kk *kk 2 *kk %k ; *kk
Southeastern-———--- : *kk o k% *kk kkk o *kk
Western——--—-—————- : kk . L kkk *kk kkk *kk
Total-———---—-: 100.0 : 100.0 : 100.0 : 100.0 : 100.0

.

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

1/ Southeastern producers report no shipments to the West.
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The data in table 7 show that purchasers in the Northeastern area
generally receive the largest share of imports of hot-rolled sheet from
France. Their share of these imports has fluctuated greatly in recent years,
from a high of * * * percent in 1979 to a low of * * * percent in 1980. In
January-September 1981, the Northeastern purchasers' share of imports was
higher than in 1980 but not as high as it was in 1978 or 1979. Purchasers in
the Southeastern area receive the second largest share of these imports, and
Western purchasers receive the smallest share.

The geographic distribution of imports can also be measured in.relation
to the regional distribution of other sources of supply. Relative import
concentration can be measured by each area's import penetration level, as
shown in table 8. These data show that while the Northeastern area gets the
largest share of imports of hot-rolled sheet from France, it has the lowest
penetration by those imports. ~The Northeastern area receives a large share of
these imports because it accounts for most of the demand for hot-rolled sheet
in the United States. Imports of hot-rolled sheet from France do not appear
to be concentrated in the Northeastern area if their distribution is compared
with the distribution of domestic shipments and imports from countries other
than France.

Table 8.--Hot-rolled sheet: Percentage distribution of U.S. sales,
by areas and sources of supply, 1978-80

(In percent of total sales)

Area and source of supply . 1978 i 1979 i 1980
Northeastern area:
Domestic producers- : *kk *kk *k %
Imports from countries other than France-———--- : k% *kk *k Kk
Imports from France : *%k%k *kk Fekk
Total- : 100.0 : 100.0 : 100.0
Southeastern area: : : .
Domestic producers : ‘ : *kk k%% 3 *kk
Imports from countries other than France-------: *kk . kkk o *kk
Imports from France : *k%k *k%k *kk
Total : 100.0 : 100.0 : 100.0
Western area: : : :
Domestic producers : *kk *kk o *kk
Imports from countries other than France-—-----: kkk . kkk o *kk
Imports from France : *%kk o *kk 3 %k %
Total : 100.0 : 100.0 : 100.0

.
.

Source: Domestic producers shipments' are from confidential data of the
American Iron & Steel Institute (AISI). Data on imports from France are from
responses to questionnaires of the U.S. International Trade Commission. Data
on other 1imports are from official statistics of the Department of Commerce.
The Commerce data allocate imports to regions by port of entry.
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In 1579, imports of hot-rolled sheet from France made their greatest
penetration in the Southeastein area; in 1576 and 196C, their greatest
penetration was in the Western area. The geographic pattern of penetration
resembtles the pattern set ty imports from all otler countries. Total import
penetration by imports from France is consistently lowest in the Northeastern
area ard highest in tlLe Western area.

Import pernetration may differ among areas btecause of the Ligh cost of
transporting steel within the United States. High transportation costs will
hamper the efforts of producers in the steel lLelt to compete with imports.
Therefore, import penetration may bte highest in the Western area and lowest imn
the Northeastein area bLecause of differences irn the domestic produceis' cost
of shipping steel overland to purchasers in these areas.

The Question of Material Injury

U.S. production, capacity, and capacity utilization

Data on U.S. production of hot-rolled sheet, the capacity of U.S. fims
to produce hot-rolled sheet, and the utilization of such capacity for the
period January 1578 to Septemter 1981 are provided in tatle 9.

Caution should ke used in evaluating these capacity utilization figures,
as discussed in the companion report to this investigatior (Hot-Rolled Carbon
Steel Plate from Belgium, Brazil, and Romania, USITC publication 1207).

Questiomnaire tespordents' production of hLot-rolled sleet declired fiom
11.3 million tons in 1%7& to 9.5 million tomns in 1980, or bty 16 percent,
tefore retounding somewhat irn January-Septemter 19&l, compared with the

Table $.--Hot-rolled sheet: U.S. production and practical capacity, 1/
1$786-60, January-Septemter 195860, and Jarnuary-Septemter 15¢1

f Janualy-Septembter--

Ttem fo1g7e fo1e7e Y 1960 :
. : : T1%86C T 1681
Production 2/ : : : : :

4 1,006 short tons—-: 11,297 : 12,159 : 5,495 6,524 : 6,622
Capacity 2/-——-—=——- do----: 17,430 : 1&,964 : 18,396 : 13,915 : 14,374
Ratio of production to : : : :

capacity-——----- percent—-: 64.8 : 64.1 : 51.6 : 46.9 : 6l.4

.
. . -

1/ Capacity is defined as the greatest level of output a firm can achieve
within the framewoirk of a realistic work pattern.

g/ U.S. producers sulmitting usable data accounted for approximately 87
percent of total shipments in 1980 as repcited by the AISI.

Source: Compiled from data sutmitted in response to questionnaires of the
U.S. Internatioral Trade Commission.
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corresponding period of 19€0. Capacity utilization remained steady from 197¢
to 1979, but declined ty 20 percent in 1¢80, reflecting the lé-percent cecline
in production rather than any significant change in capacity. As with
production, capacity utilization increased in January-September 1561 compared
with that in January-September 19¢C.

U.S. producers' shipments

U.S. producers' total shipments of hot-rollec sheet for the perica
January 197&6-September 1581, as reported by questionnaire respondents and the
AISI, were as follows:

.
.

Jan.-Sept.

Item o178 1976¢ Co1%8C -
) ) : D180 T 1961
Respondents—————————————- 1,000 tons--: 11,161 : 12,209 : 9,461 : 6,641 : 8,750
AISI Go : 14,114 @ 14,4594 :10,870 : 7,741 @ 6,601
Ratio of repondents' shipments to : : : : :
to AISI shipments—=———————- percent—-: 7 Y/ &7 : £6 : 51

Shipment data reported by Loth questiomnaire repondents, which generally
represent the larger steelmaking firms, and AISI generally followed the trends
in production discussed atove--slight increases from 1576 to 1679, followed Ly
sharp declines in 1980. Shipments as reported in both sets of data increased

noticeably in January-Septemter 1961, compared with those in the corresponding
_ period of 15&0.

U.S. exports

Exports of hot-rolled sheet decreased from 7¢,C0C tons in 1¢76 to 6S,GOC
tons in 1579, but then retounded sharply to $2,000 tone in 1980. Exports in
January-Septembter 19861 declined bty 25 percent conpared with those in
January-September 1580 (tatle 1C).

The principal market for U.S. exports of hot-rolleu sheet irn 196C was

Mexico. Exports of hot-rolled sheet to France were negligible throughout the
period.

U.S. producers' inventories

U.S. producers' inventories of hot-rolled sheet, as reported bty
questionnaire respondents, for the periods ending December 31, 1578, 1975, and

1580, and for the periods ending September 30, 158G, and 1961, are given in
table 11.
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Talle 10.--Hot-rolled sheet: U.S. exports of domestic merchardise, Ly
selected markets, 1076-8C, January-September 1¢&C, and January-Septewmler 1961

f January-September—-

Market fo197E f197¢ P 1980 :
: : : 156c . 1981

CQuentity (short tomne)

.
.

Mexico——=——==—————————e—: €,32¢ : 8,036 : 21,586 : 12,662 : ¢,5¢2
Canada——--- : 23,5€¢ : 53,50C : 10,&8C : 7,115 : 3&,6CC
France—-—————===—==————==—— g : - € : 6 : -
Italy- : 11 : 37 17,43¢€ 17,428 1
Creece————=—=—=———————————-— : 16,462 : - 11,952 : 11,652 : -
Portugal-- : - - 1€,5¢4 1€,00¢E : -
All otler-—————————-—- : 21,517 : 7,382 : 13,¢¢5 : 11,56 : 16,053
Total-———m—————————m : 77,555 ¢ 68,561 62,427 : 771,757 : 56,64€
: Value (1,000 dollars)
Mexico———=———==————————- : $2,142 : $3,252 : $6,692 : $4,959 $5,152
Canada———-— i 10,649 : 16,13 : 4,141 : 2,73% : 15,607
France -: 3: - 2 : 2 : -
Italy——-—- : 5 - 10¢ : 4,534 4,534 5
Greece————————————==———— 4,167 - 2,765 : 2,765 : -
Portugal-- . - - 4,505 : 4,505 -
All other-——————==—=—- : 6,459 : 3,361 : 5,564 : 4,250 : 5,154
Total-——=——=———————m : 23,428 22,560 : 30,853 : 24,154 25,¢18
Urnit value (per ton)

Mexico : $338 : $409 : $412 : $392 : $516
Canada--—- : 317 : 30z : 385 388 404
France —_— 4CS - 333 : 333 : -
Italy- : 712 : 2,EEC : 2€C : 260 : 4,572
Greece—————————————————— : 250 : - 231 : 231 -
Portugal- : - - 2%¢ 265 -

Soulce: (ompilec from official statistics of the U.S. Tepartmenrt of
Commerce.
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U.S. producers'

shipments, 197&-£C, January-Septemter 1¢&C,

end-of-periocd inventcries and
end January-Septemler 1¢&1

.. Producers' Procucers' . Lat;o.of
Period inverntories shipments 1nVenFcr1es.to
shipnerts
—————————— 1,000 tons-—————-——- —-—-Percent--
Lec. 31-- : : .
16786——~——~ : €72 :. 11,161 : 6.0
1976 —————— e ——; €02 : 12,206 : 4.5
168C———- : 561 : $,461 : €.2
Sept. 30-- : :
1580-~—- : 458 6,641 : 6.5
1681-- - - 651 : §,750 7.4

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

End-of-period inventories of respondents declirec Ly 14 percent from 1678
to 1660, tut rose sharply (bty 42 percent) as of Septemter 30, 1581, compared
with those held on Septembter 30, 1¢¢C. Inventories hLelc at bLetween 5 to €
percent of full-year shipments in 1978, 1¢7S6, and 196C, anc at atout 7 percéent
of S-month shipments in 19€0 and 19E&1.

Enploymeht, wages, anc¢ productivity

The average numter of all employees arnd procuction and related workers imn
U.S. estatlishmernts producing hot-rolled carton steel sheet increased in 1579,
and declined in 1980 (tatle 12). Employment of all percsons countinved to fall
in January-September 19&1, but, over the same period, employment of productiou
and related workers producing all procucts and hot-rolled carbon steel sheet
products increased. The awerage numter of employees and hours paid to them,
compiled on a regional tasis in tatble 13, generally follow the national trend.

Luring January 197&-September 1661, toth the number of employees
producing hot-rolled sheet and the numbter of Lours paid for production of
hot-rolled sheet generally changed more than the average employment of all
persons and the hours paid for production of all procucts. Because hot-rolled
sheet is heavily used in the automotile and energy industries, employment
fluctuations closely follow market conditions in those industries.

" Although wages and total compensation paid to workers who produced
hot-rolled sheet followed a pattern similar to that of employment, wages and
total compensation increased by a greater percentage in 1979 and declined bty a
smaller percentage in 1%€0 than employment. A sumnary of wage and total
compensation data reported to the Commission is presented in table 14. The
difference Letween total compensation and wagec is ar estimate cf workers'
Lenefits.
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Table 12.--Average numter of employees, total and production and related
workers, in U.S. estatlishments procucirg hot-iollec sheet, arnc Lours paic 1/
for the latter, 1Y78§-¢C, January-Septemter 1960, and January-September 19tl

f Jaruary-Septemler—-

Item ; 1¢7¢ 1679 16860
) 16&C 16¢1
Average employment: : : ¢
All persons—————=———- numter--: 197,331 215,60¢ : 1&C,5€¢0 : 2C%,t€&t @ 160,007
percentage change--: 2/ ¢.3 : (16.3): 2 : (9.5)
Production and related : : :
workers producing-- : :
All products——————- number--: 167,535 181,3¢8€ : 149,243 @ 14(,E26 15¢,862
percentage change--: 2 8.3 : (17.7): 2/ 8.2
Hot-rolled carton steel - : :
sheet——=——==—uo— nurker—-: 21,451 23,566 18,449 16,535 20,262
percentage clange~-: 2/ ¢.t (21.8): 2, 1¢.6
Hours paid for production and
related workers
producing-- :
All products=----1,C00 hours--: 33¢,602 3€6,480 286,870 213,105 239,516
percentage chlange——: 2/ 7.¢ (21.2): 2/ 12.4
Hot-rolled carton steel : o : : - :
sheet————————- 1,000 Lhours—-: 42,634 45,247 34,146 : 24,433 25,145
percentage change--: 2/ 5.4 (24.5): 2/ 19.3

.
-

1/ Includes hours worked plus hours of paid leave time.

zy Not availatle.

Source: Compiled from data subtmitted in response tc questicnnaires of the U.S.

International Trade Commission.
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Tatle 13.--Average numter of production and related workers producing heot-rollec
sheet arnd hours paié 1/ for them, ty areas, 197&-80, January-September 16¢C, arc

January-September 1S€&1

fJanuary—SeptemLcr——

Item ; 1¢7¢ 1676 16&C
: 19¢C 1081
Southeastern area: K : .t
Average rnumbiel employed—--——-: €21 56€ 479 &5¢ 523
percentage change--: 2/ (5.6): (1€.3): 2/ : 14.7
Hours paid=———-————- ttiousands—-: 1,230 1,142 : 849 6G2 : 725
rercentage change--: 2 (7.2): (25.7): 2/ 20.4
Northeastern area: : : : :
Average numter employed——---- : 16,4€6 : 16,422 : 14,316 : 13,065 15,150
percentage change--: 2/ : 11.9 : (22.3): 2/ : 15.7
Hours paid=———=-=--—- thousands—-: 32,403 : 34,5653 :  26,04C : 18,763 : 21,417
percentage change--: 2/ 6.7 : (24.7): 2/ 14.0
Western area: : :
Average numter employed—----- : 0 : 0 : 0 : 0 : 0
percentage change--: 2/ - - 2/ -
Hours paid———--———- thousands—-: T 0 0 : 0 : T 0 C
percentage change--: 2/ - - 2/ -

1/ Includes bours worked plus hours of paid leave time.

2/ Not availatle.

Source: Compiled from cdata submittec irn response to guestionnaires c¢f the U.S.

International Trade Commissior.

Note.—-Loes rnot include cata for * % *,
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Tatle 14.--Wages and total compensation 1/ paid tc production anc related workers irn
estabtlishments producing hot-rolled sheet, 1$78-80, January-September 15&C, ana
January-September 1681

: : f f January-September--
Item : 167¢& ) 1679 ) 1680 . -
: : : ) 1980 : 1681
Wages paid to production and : : : :
related workers : :
producing-- : : : :

All products: : : : : :
Value—-———--- 1,000 dollars--:3,767,123 :4,495,703 :4,012,354 :2,933,156 :3,591,417
Pecentage change-—————————-: 2/ : 19.3 : (10.8): 2/ : 22.4

Hot-rolled carbton steel : : : : - :

sheet: : : : : :
Value————--- 1,000 dollars--: 483,341 : 56S,434 : 485,822 : 343,915 : 447,035
Fercentage change-———---———- : 2/ : 17.¢ : (14.7): 2/ : 3C.0

Total compensation paid to : - : : : - :

production and related
workers producing--

All procucts: : : : : :
Value——————- 1,000 dollars--:4,778,124 :5,695,6S9 :5,211,364 :3,8623,242 :4,644,223
Percentage clange-———--———- : 2/ - : 0 16.2 (8.5): 2/ : 21.5

Hot-rolled carbon steel: : - : : : o :
Value—===~== 1,00C dollars--: 613,414 : 716,134 : 634,420 : 452,342 : 573,710
Percentage change-=——=-———-: 2/ : 17.2 : (11.8): 2/ : 26.&

i/ Includes wages and contributions to Social Security and other employee bLenefits.
2/ Not available.

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

Note.—--Loes not include data for * * *,
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Labor productivity, hourly compensatiorn, anc unit labor costs for the
production of hot-rolled sheet are presentec in tatle 15. Lalocir procuctivity
remained relatively statle tetween 1678 and 156C. It increased shaiply, hLowever, in
January-Septemter 1561, and offset the increase in Lourly compensation. ODuring the
same period, unit labor costs actually declined ty € percent.

Table 15.--lator productivity, hourly compensaticn, and urit labtcr costs irn the
production of hot-rolled sheet, 197&-€0, January-Septemter 19860, anc
January-September 19861 °

fJanualy—SeptemLel--

Ttem ©o1678 ¢ 1979 ¢ 198C :
. : : © 1980 : 1661

Labor procuctivity: : : : : :
GQuantity---tons per hour—-----: 0.2632 : C.2688& : 0.27860 : C.2670 : 0.3027
Percentage change : 1/ : 2.1 : 3.4 ¢ 1/ : 13.4

Hourly compensation: : - : : : - :
Value—==——=m——————m per hour--:  $14.2S :  $15.85 : $18.58 : $18.51 : $19.6&
Percentage change-————————---: 1/ : 11.2 : 16.9 : 1/ : 6.3

Unit labor costs: : - : : : - :
Unit cost——————————n per ton--: $54.28 : $56.13 : $6€.563 : $66.34 : $65.03
Percentage change : LY 8.6 : 13.0 : 1/ : (6.2)

l/ Not availatle.

Source: Compiled from data sutmitted in respomnse tc questiomnnaires cf the U.S.
International Trade Commissior.

Hourly compensation, which includes wages and all fringe terefits, is
compared for United States and French production and related workers in the
following tatulation:

’ p.S. workers French workers
197¢ $14.26 $8.11
1676-- 15.8¢ $.53
16¢&0 18.58 . 11.12

These data show U.S. workers received an average of $6.67 more in hourly
compensation than their French counterparts over the 3-year period. From 157¢&
to 1580, U.S. workers compensation increasec 3C percent, while the
compensation of French workers increased 37 percernt.

Financial experience of U.S. producers

Cverall operations.--Profit-and-loss data were received from nine
producers accounting for abtout 87 percent of total U.S. shipments in 168C.
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The financial data presented in this section reflect U.S. producers' overall
operatiorns of their estabtlishments or divisions within which hot-10lled callon
steel sheet is produced. Net sales of hot-rolled sheet, the procuct under
investigation, represented Letween 17 to 19 percent cf net sales ci totail
establistments or divisions during the period January 1978 to September 1961.

As shown in tatle 16, net sales of steel mill procucts produced in those
establishments increased by 1& percent, from $17.4 billion in 1576 to $20.7
btillion in 1679, before dropping to $17.7 tillion in 198C. 1In the partial
accounting year ending September 30, 1581, net sales increased by 27 percent
compared with net sales in the correspornding peribd of 1680 ($16.3 Lillioun
from $12.% tillion). The aggregate gross profit and operating profit on
overall operations declined precipitcusly, from a gross profit of $75€ million
and an operating profit of $360 million in 1978 to a gross loss of $450C
million and an operating loss of $556 millicn in 198C. 1In thLe partial
accounting year ending September 30, 1981, the profit picture improved to a
gross profit of $262 million and an operating loss c¢f $134 million, compared
with a gross loss of $510 million and an operating loss of $£62 million in the
corresponding period of 1986C. The ratios of gross profit or (loss) and
operating profit or (leoss) to net sales followed the same trend.

Hot-rolled sheet.--As shown ir tatle 17, net sales of hot-rollec sheet
increased bty 19 percent, from $3.4 tillion in 197€& to $4.0 tillion in 1976,
tefore declining to $3.1 tillion in 196C. 1In the partial accounting yeal
ending September 30, 1581, net sales increased by 4€ percent to $3.2 tilliow,
compared witl. net sales of $2.2 tillion in the coirespornding perioc of 1G&C.
Aggregate gross profit of U.S. producers on their hot-rolled sheet operations
declined sharply, from $251 million in 157¢& to $18Y million in 1979, despite
an increase in net sales. U.S. producers experienced a gross loss of $143
million in 19&C as a result of steacily increasirg costs of procucticn. The
ratio of gross profit or (loss) to net sales declined from a positive 7.5
percent in 1578 to a mnegative 4.6 percent in 1680, as the ratic of cost of
goods sold to net sales increased from $2.5 percent to 104.6 percent. The
gross profit picture improved from a gross loss of $133 million in the partial
accounting year ending September 30, 1960, to a gross profit of $27 million in
the corresponding period of 16&l. During the same period, the ratio of gross
profit or loss to net sales improved from a negative 6.1 percent to a positive
C.9 percent, while the ratio of cost of goods sold to net sales declined from
106.1 percent to 9.1 percent.

Aggregate operating profit followed the same trend as did gross profit,
declining from $16& million in 1978 to an operating loss of $234 million in
198C. The ratio of operating profit or (loss) to net sales croppec {rom a
positive 5.0 percent in 1676 to a negative 7.6 percent in 1580, as selling and
administrative expenses increased Ly 1C percent. The ratio of selling and
adninistrative expenses to net sales fluctuated from 2.5 percent in 1978 tc
2.3 percent in 1579, and 3.0 percent in 1680, as a result cf fluctuating net
sales during the period. The industry reported a smaller operating loss of
$58 million in the partial accounting year ending Sertember 30, 1981, compared
with the operating loss cf $2C0 million in the corresponding period of 19%€0.
Curing the same period the ratio of operating loss to net sales declined to
1.8 percent from $.2 percent in January-Septembter 1$&0.
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Tatle 16.--Profit-and-loss experience of 9 U.S. producers on the overall
operations of their establishments or divisions within which hot-rolleca
sheet is produced, accounting years 1578-80, partial accounting year
ending Sept. 30, 168C, and partial accounting year ending Sept. 30, 16¢&l

Partizl : Partial

: taccounting:accounting
Item T 1578 0 1s7e P 1gge P Y€ i year
: : : ¢ ending : ending

:Sept. 30, :Sept. 30,
19&C : 15¢€1

Net sales million dollars--: 17,426 : 2C,65C : 17,728 : 12,842 : 16,54¢

Cost of goods sold---do——---: 16,633 : 20,059 : 1£,22% : 13,352 : 16,066
Gross profit or (loss) : : : : :
do———-: 756 : 591 : (4450): (51G): 2¢2
Selling and administrative : : : : :
expenses million : : : : :
dollars—--: 416 : 455 : 466 352 : 356
Operating profit or (loss) : : : : :
do——--: 380 : 136 : (56): (662): (134)
Ratio of gross profit or : : : : :
(loss) to ret sales : : : :
percent--: 4.6 : 2.9 : (2.8): (4.0): 1.6
Ratio of operating profit : : : : :

or (loss) to net sales H : : :
percent--: 2.2 : YA (5.4): (6.7): (.8)

Ratio of cost of goods : : : :

sold to net sales : HE : : :
percent—-: 85.4 : S7.1 : 1¢2.8 : 104.0 : 8.4

Ratio of selling and
administrative expenses : : :
to net sales—--—--percent--: 2.4 : 2.2 : 2.6 : 2.
"Net sales of hot-rolled :
carton steel sheet : : : : :
million dollars—-: 3,352 : 3,996 : 3,0€E3 : 2,1€7 = 3,160
Ratio of hot-rolled carton : : : : :

~!
[}
.

~

steel sheet net sales to : ¢ :
total establishment or
division net sales : : : : :
percent—-: 16.2 : 16.4 17.4 16.S : 1¢.2
Numter of firms reporting : : : : :
operating losses————————- : 1: 4 7 & 1. 4

Source: Compiled from data submittea in response to questicnnaires of the
U.S. International Trade Commission.
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Tatle. 17--Profit-and-loss experience of ¢ U.S. producers on their operations
producing hot-rolled sheet, accounting years 167&-60, partial accournting year
ending Sept. 3G, 198C, and partial accounting year ending Sept. 30, 1561

Partial : Partial
raccountirng:accounting
year : year
ending : ending
:Sept. 30, :Sept. 30,
1661 : 1681

Item foag7e 1879 Y 1560

Net sales : : : : :
million dollars--: 3,352 : 3,59%¢ : 3,083 : 2,167 : 3,160
Cost of goods sold--do-—-—-: 3,1C1 : 3,806 : 3,226 : 2,300 : 3,133

Gross profit or (loss)

do-—--: 251 : 189 : (143): (133): 27
Selling and administrative: : : : :
expenses : : : : :
million dollars—-: 83 : S4 91 : 67 : 85
Operating profit or (loss): : : : :
million dollars--: 1€€ : Gt : (234): (200): (5¢)
Ratio of gross profit or : : : : :
(loss) to net sales : : : : :
percent—-: 7.5 : 4.7 : (4.6): (€.1): .9
Ratio of operating profit : : : . :
or (loss) to net sales : : : : :
percent—-—: 5.0 : 2.4 : (7.6): (¢.2): - (1.8)
katio of coest of goods : : : :

solc to mnet sales : : : : :
percernt—-: 2.5 : 65.3 : 104.6 : 106.1 : 9.1

Katio of sellirng and : : : : :

administrative expenses : K : : :
to net sales—-percent—-: 2.5 : 2.3 : 3.0 : 3.1 : 2.7

Numter of firms reporting : : : : :
operating losses—-—-———-- P 5: 4 & : 9 : 5

.
.

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

All respondents except * * * reportec operating losses in 198C, whereas
the numter of responding firms reporting losses totaled 5 and 4 in the years
1678 and 1979, respectively. In the partial accounting year ending Septemtber
30, 1981, the number of responding firms reporting such losses declined to 5
from all ¢ firms in the correspording period of 168C.

The ratios of operating profit or (loss) to net sales reported in
questionnaires ty U.S. producers on their hot-rolled sheet ard overall
operations are compared with those compiled bty the Federal Trade Commission
for all iion and steel companies and for all manufacturing companies in
tabtle 1§.
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Tatle 1§.--Ratios of operating profit or (loss) to net sales for hot-rolled
sheet producers on their hot-rolled sheet and overall operations, for all
iron and steel company operations, and for all manufacturing comparny
operaticns, 1978-80 and January-Septemb