HOT-ROLLED STAINLESS STEEL BAR,
COLD-FORMED STAINLESS STEEL BAR,
AND STAINLESS STEEL
WIRE ROD FROM SPAIN

Determinations of the Commission
in Investigations Nos. 701-TA-176
through 178 (Preliminary)

Under Section 703(a) of the
Tariff Act of 1930, Together
With the Information Obtained
in the Investigations '

USITC PUBLICATION 1254

JUNE 1982

United States International Trade Commission / Washington, D.C. 20436



UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Bill Alberger, Chairman
Michael J. Calhoun, Vice Chairman
Paula Stern
Alfred E. Eckes
Eugene J. Frank
Veronica A. Haggart

Kenneth R. Mason, Secretary to the Commission

This report was prepared by--

Daniel Leahy, Office of Investigations
Chandrakant Mehta, Office of Investigations
Don Dinan, Office of Investigations
Laszlo Boszormenyi, Office of Industries
Vincent DeSapio, Office of Industries
Daniel Klett, Office of Economics
Sheila Landers, Office of the General Counsel

Lynn Featherstone, Supervisory Investigator

Address all communications to
Office of the Secretary
United States International Trade Commission

Washington, D.C. 20436



CONTENTS

Page
Determinations of the Commission 1
Views of the Commission 5
Information obtained in the investigations:
Introduction A-1
Past Commission investigations -— A-2
Other investigations concerning the subject products A-4
Nature and extent of alleged bounties and grants A-4
The product:
Description and uses——=————————=—==- - A-6
U.S. tariff treatment - A-7
Channels of distribution -———= A-9
U.S. producers - A-11
U.S. importers A-12
- Apparent consumption A-13
Consideration of material injury to an industry in the United
States:
U.S. production, capacity, and capacity utilization——-—--=——————- A-13
U.S. producers' shipments A-17
U.S. exports A-18
U.S. producers' inventories - A-19
U.S. employment, wages, and productivity A-19
Financial experience of U.S. producers: )
Hot-rolled stainless steel bar A-20
Cold-formed stainless steel bar - A-24
Stainless steel wire rod A-24
Overall stainless steel operations A-29
Capital expenditures and research and development expenses——— A-29
Consideration of threat of material injury to an industry in
the United States _— e A=34
U.S. importers' inventories A-34

Capacity of Spanish producers to generate exports and the
availability of export markets other than the United States——-- A-35
Consideration of the causal relationship between alleged material
injury or the threat thereof and allegedly subsidized imports:
U.S. imports and market penetration:

Imports from all sources - A-37
Imports from Spain—- - A-40
Prices:

Demand factors affecting price A-43
Transaction prices - A-45
Trends in prices A-45

Hot-rolled stainless steel bar A-45

Cold-formed stainless steel bar - A-46

Stainless steel wire rod A-47
Purchase prices A-48
Nonprice factors - A-50
Exchange-rate fluctuations - A-51

Lost sales A-51



ii

CONTENTS
Appendix A. U.S. International Trade Commission notices -
Appendix B, U.S. Department of Commerce notice of investigation--——————-——-

Appendix C. List of witnesses appearing at the Commission's conference-—--
Appendix D. Statistical tables—————— = e
Appendix E. Product liSt———=————mmmm e e e e e e e e e e

Tables

1. Stainless steel bar and wire rod: U.S. rates of duty as of
Jan. 1, 1982 - e e
2. Hot-rolled stainless steel bar: U.S. producers' shipments
by major end-use markets, 198l-—=————m——m e
3. Cold-formed stainless steel bar: U.S. producers' shipments, by
major end-use markets, 198l-———————————————— - -
4. Stainless steel wire rod: U.S. producer's shipments, by major
markets, 1981 e e e e e e e
5. Stainless steel bar and wire rod: Principal U.S. producers, location
of their establishments, types of products produced, and share
of total U.S. producers' shipments, 1981---——————————mmmmm e
6. Hot-rolled stainless steel bar, cold-formed stainless steel bar, and
stainless steel wire rod: U.S. producers' shipments, imports for
consumption, exports of domestically produced merchandise, and
apparent U.S. consumption, 1979-81, January-March 1981, and
January-March 1982- - e e
7. Hot-rolled stainless steel bar, cold—formed stainless steel bar, and
stainless steel wire rod: U.S. producers' shipments, imports for
consumption, exports of domestically produced merchandise, and
apparent U.S. consumption, by quarters, January 1980-March 1982--—--
8. Hot-rolled stainless steel bar, cold-formed stainless steel bar,
and stainless steel wire rod: U.S. production, practical capacity,
and capacity utilization, 1979-81, January-March 1981, and January-
March 1982 ———— e e e e e e
9. Hot-rolled stainless steel bar, cold-formed stainless steel bar, and
stainless steel wire rod: U.S. producers' shipments, by types,
1979-81, January-March 1981, and January-March 1982-
10. Hot-rolled stanless steel bar, cold-formed stainless steel bar, and
stainless steel wire rod: U.S. exports, 1979-81, January-March
1981, and January-March 1982- et
11. Hot-rolled stainless steel bar, cold-formed stainless steel bar,
and stainless steel wire rod: Average number of employees, total
and production and related workers, hours paid for the latter,
and labor productivity, 1979-81, January-March 1981, and January-
March 1982---=m——mmm e -——- -

Page

A-53
A-57
A-59
A-61

A-21

il



12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.
24,

25.

26.

iii

CONTENTS
Page

Hot-rolled stainless steel bar, cold-formed stainless steel bar,

and stainless steel wire rod: Wages and total compensation paid

to production and related workers in establishments producing

stainless steel, hourly compensation, and unit labor costs,

1979-81, January-March 1981, and January-March 1982-———=———mm—na——— A-22
Selected financial data of 6 U.S. producers on their hot-rolled

stainless steel bar operations, accounting years 1979-81 and

interim accounting years ended Mar. 31, 1981 and Mar. 31, 1982------ A-23
Investment in productive facilities of 4 U.S. producers of hot-

rolled stainless steel bar, as of the end of accounting years

1979-81 and interim accounting years ended Mar. 31, 1981 and

Mar. 31,1982 - e e e e e e e e A-25
Selected financ1a1 data of 7 U.S. producers on their cold-formed

stainless steel bar operations, accounting years 1979-81 and

interim accounting years ended Mar. 31, 1981 and Mar. 31, 1982-—-——- A-26
TInvestment in productive facilities of 5 U.S. producers of cold-

formed stainless steel bar, as of the end of accounting years

1979-81 and interim accounting years ended Mar. 31, 1981 and

Mar. 31, 1982--- - -—- e e A-27
Selected financial data of 4 U.S. producers on their stainless

steel wire rod operations, accounting years 1979-81 and interim

accounting years ended Mar. 31, 1981 and Mar. 31, 1982-———=———euem—— A-28
Investment in productive facilities of 3 U.S. producers of

stainless steel wire rod, as of the end of accounting years 1979-81

and interim accounting years ended Mar. 31, 1981 and Mar. 31,

1982 e e — A-30
Selected financial data of 7 U.S. producers on their overall

stainless steel and/or stainless steel products operations,

accounting years 1979-81 and interim accounting years ended

Mar. 31, 1981 and Mar. 31, 1982-————————————— -—- - A-31
Investment in productive facilities of 5 U.S. producers of :

stainless steel and/or stainless steel products, as of the end of

accounting years 1979-81 and interim accounting years ended

Mar. 31, 1981 and Mar. 31, 1982- ———————— e e A-32
Capital expenditures and research and development expenses for

operations on specified stainless steel products, 1979-82--—--—-—~-- A-33
Hot-rolled stainless steel bar and cold-formed stainless steel

bar: Spanish production and exports, 1979-81----- - A-35
Stainless steel wire rod: Spanish production and exports, 1979-81---- A-35

Hot-rolled stainless ste€l bar, cold-formed stainless steel bar, and

stainless steel wire rod: U.S. imports for consumption, from Spain

and from all sources, 1976-80———————— e e A-37
Hot-rolled stainless steel bar, cold-formed stainless steel bar,

and stainless steel wire rod: U.S. imports for consumption from

all sources and from Spain, 1979-81, January-March 1981, and

January-March 1982—————— e e e e e e A-38
Hot-rolled stainless steel bar: U.S. imports for consumption from

all sources and from Spain, by quarters, January 1980 to March

1982-- e e e 4+ A-39




iv

CONTENTS
Page

27. Cold-formed stainless steel bar: U.S. imports for consumption from

all sources and from Spain, by quarters, January 1980 to March

1982 A-39
28. Stainless steel wire rod: U.S. imports for consumption, from

all sources and from Spain, by quarters, January 1980 to March

1982 - A-40
29. Hot-rolled stainless steel bar, cold-formed stainless steel bar, and

stainless steel wire rod: Ratios of imports from all sources and

from Spain to apparent U.S. consumption and to U.S. producers'

shipments, 1979-81, January-March 1981, and January-March

1982 A-41
30. Hot-rolled stainless steel bar, cold-formed stainless steel bar, and

stainless steel wire rod: Ratios of imports from all sources and

from Spain to apparent U.S. consumption and to U.S. producers'

shipments, by quarters, January 1980 to March 1982 A-42
31. Hot-rolled stainless steel bar: Indexes of weighted—average net

selling prices for sales of domestic products to service center/

distributor and end-user customers, by types, and the index of

unit values of imports from Spain, by quarters, January 1980 to

March 1982 A-46
32. Cold-formed stainless steel bar: Indexes of weighted-average net

selling prices for sales of domestic products to service

center/distributor customers and for sales of imports from Spain,

by types and by quarters, January 1980 to March 1982 A-47
33. Cold-formed stainless steel bar: Indexes of weighted—average

net selling prices for sales of domestic products to end-user

customers and for sales of imports from Spain, by types and by

quarters, January 1980 to March 1982 . A-48
34. Stainless steel wire rod: Indexes of weighted-average net selling

prices for sales of domestic products to service center/

distributors and end-user customers, by types, and the index

of unit values of imports from Spain, by‘quarters, January

1980 to March 1982 - A-49
35. Average margins by which imports of stainless steel cold-formed bar
from Spain undersold the domestic product, by quarters, 198]1-——————-— A-50

- D-1. Hot-rolled stainless steel bar: U.S. imports for consumption, by

principal sources, 1979-81, January~March 1981, and January-

March 1982 - --- A-62
D-2. Cold-formed stainless steel bar: U.S. imports for consumption,

by principal sources, 1979-81, January-March 1981, and January-

March 1982-- A-63
D-3. Stainless steel wire rod: U.S. imports for consumption, by

principal sources, 1979-81, January-March 1981, and January-

March 1982- : - A-64

Note.——-Information which would disclose confidential operations of
individual concerns may not be published and therefore has been deleted from

this report. Deletions are indicated by asterisks. .
v



UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigations Nos. 701-TA-176 through 178 (Preliminary)

HOT ROLLED STAINLESS STEEL BAR, COLD-FORMED STAINLESS
STEEL BAR, AND STAINLESS STEEL WIRE ROD FROM SPAIN

Determinations

On the basis of the record 1/ developed in the subject investigatioms,
the Commission determines, pursuant to section 703(a) of the Tariff Act of
1930 (19 U.S.C. § 1671b(a)), that there is a reasonable indication that an
iqdustry in the United States is materially injured or threatened with
material injury by reason of imports of the following products which are
alleged to be subsidized by the Government of Spain:

Hot-rolled stainless steel bar g/ (investigation No.
701-TA-176 (Preliminary)); 3/

Cold-formed stainless steel bar i/ (investigation No.
701-TA-177 (Preliminary)); 3/ and

Stainless steel wire rod 5/ (investigation No. 701-TA-178
(Preliminary)). 6/

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

2/ For purposes of these investigations, hot-rolled stainless steel bar is
provided for in item 606.9005 of the Tariff Schedules of the United States
Annotated (TSUSA).

3/ Chairman Alberger and Commissioners Eckes and Haggart determine that
there is a reasonable indication that an industry in the United States is
threatened with material injury by reason of the subject imports.
Commissioner Frank determines that there is a reasonable indication that an
industry in the United States is materially injured ty reason of the subject
imports.

4/ For purposes of these investigations, cold-rolled stainless steel bar is
provided for in item 606.901C of the TSUSA.

é/ For purposes of these investigations, stainless steel wire rod is
provided for in items 607.2600 and 607.4300 of the TSUSA.

6/ Chairman Alberger and Commissioners Frank and Haggart determine that
there is a reasonable indication that an industry in the United States is
materially injured by reason of the subject imports. 1



Background

On February 17, 1982, petitions were filed with the Department of
Commerce by counsel for Al Tech Specialty éteel Corp., Armco Stainless Steel
Division, Carpenter Technology Corp., Colt Industries (Crucible Materials
Group), Cyclops Corp., Guterl Special Steel Corp., Joslyn Stainless Steels,
and Reputlic Steel Corp. alleging that producers, manufacturers, or exporters
in Spain of hot-rolled stainless steel bar, cold-formed ;tainless steel bar,
and stainless steel wire rod receive bounties or grants within the meaning of
éection 303 of the Tariff Act of 1930 (19 U.S.C. § 1303). Although Commerce
subsequently initiated countervailing duty investigations on such merchandise

-under section 303, Spain was not at that time a "country under the Agreement”
within the meaning of section 701(b) of the Act (1% U.S.C. § 1671(b)), and
there was no requirement for the Commission to conduct preliminary injury
investigations pursuant to section 703(a).

On April 14, 1982, the United'States Trade Representative announced that
Spain had become a "country under the Agreement” (47 F.R. 16697). On April 26,
1982, Commerce notified the Commission that it was terminating its investiga-
tions under section 303 and commencing investigations under section 702.
Accordingly, effective April 26, 1982, the Commission, pursuant to section
703(a) of the Act (19 U.S.C. § 1671b(a)), instituted preliminary
countervailing duty investigations to determine whether there is a reasonable

'indication that an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of an industry in the
United States is materially retarded, by reason of imports from Spain of the

merchandise which is the subject of the investigations by the Department of

Commerce.



Notice of the institution of the Commission's investigations and of a
conference to be held in connection therewith was given by posting copies of
the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register of May 5, 1982 (47 F.R. 19487). The conference was held in
Washington, D.C., on May 19, 1982, and all persons who requested the

opportunity were permitted to appear in person or by counsel.
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VIEWS OF THE COMMISSION

Introduction

After considering the record in these investigations, we determine,
pursuant to section 703(a) of the Tariff Act of 1930, that there is a
reasonable indication that an industry in the United States is materially
injured or threatened with material injury by reason of imports of stainless
steel hot-rolled bar, cold-formed bar, 1/ and wire rod 2/ from Spain which are

alleged to be subsidized by the Government of Spain. 3/ 4/

1/ Chairman Alberger and Commissioners Eckes and Haggart determine that
there is a reasonable indication of threat of material injury, and
Commissioner Frank determines that there is a reasonable indication of
material injury by reason of imports of stainless steel hot-rolled bar and
cold-formed bar from Spain which are alleged to be subsidized by the
Government of Spain. Commissioner Frank did not reach the issue of threat of
material injury.

Commissioner Stern notes that her vote language of "material injury or
threatened with material injury'" repeats the statutory language of sec.
703(a). Her analysis that the domestic hot-rolled and cold-formed stainless
steel bar industries are threatened with material injury differs in no
significant respect from that of her colleagues, Chairman Alberger and
Commissioners Eckes and Haggart.

2/ Chairman Alberger and Commissioners Frank and Haggart determine that
there is a reasonable indication of material injury, and therefore do not
reach the issue of reasonable indication of threat of material injury.

Commissioner Stern notes that her vote language of '"material injury or
threatened with material injury" repeats the statutory language of sec.
703(a). Her analysis that the domestic stainless steel wire rod industry is
materially injured differs in no significant respect from that of her
colleagues, Chairman Alberger and Commissioners Frank and Haggart.

3/ Petitioners argue that, in determining whether a reasonable indication of
injury or threat of injury exists, the Commission may cumulate allegedly
subsidized imports from other countries which are currently the subject of an
investigation under section 301 of the Trade Act of 1974. Chairman Alberger,
Vice Chairman Calhoun and Commissioner Stern do not find it appropriate to
cumulate imports that are not subject to an antidumping or countervailing duty
investigation as provided under the Trade Act of 1930.

Commissioners Eckes, Frank and Haggart made their determinations
regarding the impact of the alleged subsidized imports from Spain on a
case-by-case basis, and do not reach the issue of cumulation.

(Footnote continued)



Standards for Determination

In making a determination as to whether there is'material injury, the
Commission is required to consider, among other factors: (1) the volume of
imports; (2) the effect of imports on domestic prices for like products; and
(3) the impact of imports on the domestic indugtry. 5/

In making a determination as to whether there is a threat of material
injury, the Commission considers, among other factors: (1) the rate of
increases of subsidized or dumped imports into the U.S. market, (2) the
capacity in the exporting country to generate exports, and (3) the
availability of other export markets. 6/ Findings of a reasonable indication
of threat of material injury mﬁst be based on-a showing that the likelihood of
harm is real and imminent, and not on mere supposition, speculation, or

conjecture. 7/

(Footnote continued)

Commissioner Frank's view .is that this issue has not been completely
resolved. He would invite further arguments on this issue from the pertinent
parties to these investigations should they wish to proffer them in the event
these cases return for final investigation.

4/ 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
which reasonably indicates that an industry in the United States could
possibly be suffering injury, threat thereof or material retardation. H.R.
Rep. No. 96-317, 96th Cong., lst sess., 52. (1979).

5/ 19 U.S.C. § 1677(7)(B).

6/ 19 C.F.R. § 207.26(d).

7/ S. Rep. No. 96-249, 96th Cong., lst Sess. 88-89 (1979); S. Rep. No. 1298,
93d Cong., 2d Sess. 180 (1974); Alberta Gas Chemicals, Inc. v. United States,
515 F. Supp. 780, 790 (Ct. Int'l Trade 1981).



Domestic Industry

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry"
as the '"domestic producers as a whole of a like product, or those producers
whose collective output of the like product constitutes a major proportion of
the total domestic production of that product.” 8/ Section 771(10) defines
"like product'" as ''a product which is like, or in the absence of like, most
similar in characteristics and uses' with the article under investigation." 9/

The imported articles under investigation are stainless steel hot-rolled
" bar, stainless steel cold-formed bar, and stainless steel wire rod. Stainless
steel bars lg/ are semifinished products that have numerous applications 1in
the manufacture of such items as pump shafts, ball bearings, automotive parts,
and medical instruments. 11/

Hot-rolled stainless steel bar is produced from stainless steel billets
in a rolling mill. Unlike hot-rolled stainless steel sheet, a significant
amount of hot-rolled bar is sold as a finished product. 12/ 1In comparison to
cold-formed bar, much hot-rolled bar is a flat bar product. The principal
applications of hot-rolled bar are in the manufacture of turbines, and
industrial equipment. 13/

Cold-formed bar is a refinement of the hot-rolled product that is of

higher quality, both in terms of finish and tolerances. 14/ Therefore,

/ 19 U.S.C. 1677(4)(A).

/ 19 U.S.C. 1677(10).

/ For the definition of stainless steel bars, see Report at A-6.
/ Id. at A-9. ;

/ Transcript of conference, pp. 55-56.

/ 1d.

/

Re ort at A-7.
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cold-formed bar has several applications that hot-rolled bar is not suitable
for, such as airplane landing gears and boat propeller shafts. 15/ As a
refinement of the hot-rolled product, colg-formed bar is more expensive. 16/

Stainless wire rod is a semifinished, hot-rolled product that is round in
cross section, between 0.20 inch and 0.74 inch in diameter, and, unlike the
bar products, is produced in coils. 17/ The man;facture of stainless rod
requires specialized equipment and manufacturing processes that are different
from those used to produce bar..l§/ Wire rod is used primarily in the

~manufacture of stainless steel wire and fasteners. 19/

On the basis of the information available, we have determined that there
are three domestic products like'the imported products that are subject to
these investigations.  Each of the three stainless steel products under
investigation is fungible with the corresponding product of the domestic
manufacturers. Separate data are available for each of the three products,
allowing the Commission to examine the impact of imports on each group
separately. Accordingly, we determine that there are three separate domestic
industries consisting of the domestic producers of each like product.

We emphasize that the defiﬁitions of the industries in these preliminary
investigations are based on the best information now available. We do not
preclude the possibility of defining the domestic industries differently in

any final investigation.

. at A-6, A-7.

===z

15/
16/ 1
17/ 1
18/ 1d
19/

_1_ at A-11.



HOT-ROLLED STAINLESS STEEL BAR

Condition of the Domestic Industry

The condition of the domestic stainless steel hot-rolled bar industry has
been deteriorating since 1979, and this downward trend quickened in the first
quarter of 1982. Domestic production of hot-rolled bar declined by 13 percent
between 1979 and 1981, 20/ a drop considerably greater than the 8 percent
decline in U.S. consumption for this period. 21/ The first quarter of 1982
resulted in a decline of over 25 percent from the comparable 1981
quarter. 22/ Domestic shipments also declined during this period, 23/ and
end-of-period inventories reached a level in 1981 equivalent to 25 percent of
producers' 1981 shipments. 24/

Utilization of hot-rolled bar capacity also declined steadily, from 67
percent in 1979 to 57.1 percent in 1981. It plummeted to 43 percent for the
first quarter of 1982, as compared with 57.6 percent for the first quarter of
1981. 25/

Employment patterns also evidenced a steadily negative trend. The
average number of production and related workers producing hot-rolled bar
declined 6 percent between 1979 and 1981, and fell 18 percent in the first

quarter of 1982 compared with the first quarter of 1981. 26/ The number of

20/ Report at A-16 (Table 8).
21/ 1d. at A-13.

22/ Id. at A-l6.

23/ 1d. at A-17.

24/ 1d. at A-19.

25/ 1d. at A-16. :
26/ Id. at A-21 (Table 11).
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hours paid--a more accurate indicator of loss of employment in an industry
with reduced hours and furloughs--fell by 14 percent between 1979 and 1981,
and by 23 percent during the first quarter of 1982 as compared to the first
quarter of 198l. 27/

The ratio of operating profit to net sales was relatively stable, moving
from 9.1 percent in 1979 to 9.6 percent in 1981, é§/ However, the figures for
the first quarter of 1982 indicate a rapidly deteriorating position. All
financial indicators, including sales, gross profits, the ratio of operating
profit to net sales, net profits before taxes, and cash flow, fell
dramatically compared with figures fpr the first quarter of 198l1. 29/ For
example, the ratio of operating profit to net sales declined to 5.9 percent
from 7.6 percent. 30/

The aggregate figures mask significant losses that have been experienced
on an individual producer basis. Two of the domestic produceré reported

operating losses in 1980 and 198l. In the first quarter of 1982, the number

rose to four. 31/ Thus, half of the industry is currently experiencing losses.

Material Injury or Threat of Material Injury 32/

Imports of hot-rolled bar from Spain totalled 766 tons in 1981. 33/

277 1d.

28/ Id. at A-23 (Table 13).

29/1d.

30/ These figures are based on the ratio of operating profit to net sales
figures provided in Table 13 of the Staff Report as adjusted in the
confidential memorandum from the Director, Office of Investigations, to the
Commission dated June 3, 1982, at 2 (INV-F-073).

31/ Report at A-23.

§Z/ See footnote 1 at p. 5.

33/ Id. at A-38 (Table 25).

10
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Quarterly data indicate that imports of hot-rolled bar from Spain have
increased steadily since the first quarter of that year. 34/ Imports for the
first quarter of 1982 jumped to 314 tons, as compared with 15 tons for the
same quarter in 198l. 35/

In addition, the ratio of imports from Spain to domestic consumption
increased from 1.2 percent in 1980 to 1.7 percent in 1981, and in first
quarter of 1982, the ratio jumped to 2.4 percent as compared with 0.1 percent
in the first quarter of 198l. 36/ Quarterly figures also reveal an upward
trend for import penetration ratios starting from the first quarter of
1581. 37/ 1In contrast, domestic producers' market share has dropped 6.2
percentage points from 1980 through the first quarter of 1982. Furthermore,
during the firsthuarter of 1982, inventory levels of hot-rolled bar from
Spain almost doubled as compared with the first quarter of 1981. 38/

Spain's export orientation is also very strong. The United States is
Spain's second largest export market for stainless steel bar. 39/ 1In 1981, 56
percent of Spanish stainless steel bar 40/ production was exported, 22.3
percent of it to the United States. 41/

In addition, there are indications that the United States has become an

increasingly attractive market for Spanish exports of stainless steel bar.

/ Id. at A-42 (Table 30).
/ 1d. at A-38 (Table 25).
/ Id. at A-41 (Table 29).
/ 1d at A-42 (Table 30).

39/ 1d. at A-35 (Table 22).

E@/ We do not, at this time, have data on exports from Spain of bars broken
out between hot-rolled and cold-formed. However, in 1981, of the total
stainless steel bars imported into the United States, 11.3 percent was

hot-rolled bar, and 88.7 percent was cold-formed bar.
41/ Report at A-35.

11
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Stainless steel bar exports to the United States increased from 3,600 tons in
1979 to 3,700 tons in 1980, then jumped to 6,500 tons in 1981. 42/ Spain’s
production of bar products increased by 21 percent between 1980 and 1981. 43/
Spain's exports of bar to the EC, its largest export market, decreased by 30

percent, and its exports of bar to all other countries (except the United

States) decreased by 43 perceant in this period. 44/ Spain's exports of bar to

the United States, however, increased by 43 percent. 45/ Thus, an increasing
share of Spanish exports of bar is being exported to the United States.
Furthermore, responses by purchasers indicate that the margins by which
Spanish hot-rolled bar undersells the domestic product are large. 46/
However, as importers did not provide price data for Spanish imports of this
product, the Commission could not make specific price comparisons at this
time. We anticipate developing more information on underselling and lost

sales should we conduct a final investigation. 47/

Conclusion
Our investigation reveals a recent dramatic increase in imports of

hot-rolled bar from Spain, indications that the domestic stainless steel

42/ Report at A-35 (Table 22).

46/ Td. at A-51.

47/ Commissioner Frank notes that petitioners expressed concern during the
public conference (transcript, pp. 48-50) that representative pricing items
had not been selected for use in the Commission's questionnaires. The items
chosen for use in the pricing sections of the questionnaires reflected the
product specifications most often imported from Spain. However, further
consultations will be held with both domestic producers and importers to
select comparable pricing items should a final investigation be conducted.

12
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hot-rolled bar industry is experiencing serious economic problems, and
information confirming that hot-rolled bars from Spain are underselling the
domestic product by wide margins. Thereforg, we find that there is a
reasonable indication that the domestic stainless steel hot-rolled bar
industry is materially injured or threatened with material injury 48/ by
reason of allegedly subsidized imports of hot-rolled stainless steel bar from

Spain.

COLD-FORMED STAINLESS STEEL BAR

Condition of the Domestic Industry

The condition of the domestic stainless steel cold-formed bar industry is
rapidly deteriératiug. Domestic production of cold-formed bar declined by 19
percent between 1979 and 198l. 49/ Domestic shipments also declined by 21
percent during this period, 50/ with end-of-period inventories increasing from
a level equivalent to 27 percent of shipments in 1979 to 44 percent of
shipments in 1981. 51/

Utilization of cold-formed capacity also declined steadily, from 79.4
percent in 1979 to 64.7 percent in 1981, then fell to 55.1 perceﬁt for the
first quarter of 1982, as compared with 60.6 percent in the first quarter of
1981. 52/

Employment patterns also declined steadily. The average number of

production and related workers producing cold-formed bar decreased by 14

48/ See footnote 1 at p. 5.
EE/ Report at A-16 (Table 8).
50/ Id. at A-17.

51/ Id. at A-19.

52/ 1d. at A-16.

13
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percent between 1979 and 1981, then fell by 11 percent in the first quarter of
1982 compared with the first quarter of 1981. 53/ The number of hours paid
fell by 21 percent between 1979 and 1981, and by 15 percent during the first
quarter of 1982, as compared with the first quarter of 1981. 54/

Although the ratio of operating profit to net sales increased slightly
during this period, from 9.3 percent in 1979 to iO.S percent in 1981, 55/ the
figures for the first quarter of 1982 indicate a markedly deteriorated
position. In the first quarter of 1982, sales, cash flow, the ratio of
operating profit to net sales, and other profit margins all fell dramatically
compared with the indicators for the first quarter of 1981. 56/ For example,
in the first quarter of 1982, the fatio of operating profit to net sales
declined to 1.6 percent as compared with 7.7 percent in the first quarter of
1981. 57/

Furthermore, the aggregate figures mask a trend toward significant losses
that have been experienced on an individual producer basis. Whereas one firm
sustalned operating losses for each of the years 1979 to 1981, during the
first quarter of 1982, five domestic producers sustained operating losses
compared with four firms in the first quarter of 1981. 58/ Tﬁus, more than

half of the industry is currently experiencing operating losses.

at A-21 (Table 11).

/
/ Id
55/ Id. at A-26 (Table 15).
/ 1d.

EZ/ These figures are based on the ratio of operating profit to net sales
figures provided in Table 13 of the Staff Report as adjusted in the
confidential memorandum from the Director, Office of Investigations, to the
Commission dated June 3, 1982) INV-F-073 at 3.

58/ Report at A-26.
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Material Injury or Threat of Material Injury 59/

While the market share of the domestic industry has declined 7.5
percentage points between 1979 and 1981, the market share of imported
cold-formed bar from Spain increased by 3.7 percentage points from 1.7 to 5.4
percent. 60/

Imports of cold-formed bar from Spain increased from 2,185 tomns in 1979
to 6,010 tons in 198l1. Imports for the first quarter of 1982 increased to 971
tons, as compared with 858 tons for the same quarter in 1981. 61/

Furthermore, inventory levels of cold-formed bar from Spain in the first
quarter of 1982 were 11 percent greater than in the first quarter of 1981. 62/

As already Aiscussed in relation to hot-rolled bar, the United States is
receiving an increasing share of exports of stainless steel bar from Spain. 63/

Pricing information received from purchasers indicates that for at least
one geographical area during 1981, Spanish stainless cold-formed bar undersold
the domestic product by margins of 10 to 17 percent for one item and 14
percent for another item. 64/ In addition, preliminary price data indicate
that Spanish prices declined between 1980 and 1981, and that domestic prices
generally began to decline in the first quarter of 1982. 65/ Therefore, there

are preliminary indications of possible price suppression. We anticipate

59/ See footnote 1 at p. 5.
60/ Id. at A-41 (Table 29).
61/ Id. at A-38 (Table 25).

See discussion at pp. 11-12.
Id. at A-50 (Table 35).

/
/
61/ 1d
62/ Id. at A-34.
/
/ Id
/ Id. at A-47 through A-48 (Tables 32-33).
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developing more information on underselling and lost sales should a final

investigation be conducted. 66/

Conclusion
Our investigation reveals a recent dramatic increase in iﬁports of

stainless steel cold-formed bar from Spain, indications that the domestic
stainless steel cold-formed bar industry is experiencing serious economic
problems, and preliminary information confirming that cold-formed bars are
underselling the domestic product by wide margins. Therefore, we find that
ﬁhere is a reasonable indication that the domestic cold-formed stainless steel
~bar industry is materially injured or threatened with material injury 67/ by
reason of allegedly subsidized imports of cold-formed stainless steel bar from

Spain.

STAINLESS STEEL WIRE ROD

Condition of the Domestic Industry

The condition of the domestic stainless steel wire rod industry has
already substantially declined, and continues to deteriorate at an alarming
rate. Domestic production of wire rod dropped by 18 percent between 1979 and
1981. 68/ This drop in production was considerably greater than the 4.2
percent decline in U.S. consumption of wire rod for the period. 69/ Domestic

shipments also fell by 24 percent during this period.

66/ See footnote 47 at p. 12.
67/ See footnote 1 at p. 5.

/
67/
/ 1d. at A-13.
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Utilization of wire rod capacity also declined steadily, from 67.7
percent in 1979 to 56.8 percent in 1981, and dropped to 42.7 percent for the
first quarter of 1982, as compared with 57.4 percent in the first quarter of
1981. 70/

Employment patterns also evidence a sharply negative trend. The average
number of production and related workers producing wire rod declined 7 percent
between 1979 and 1981, and fell 19 percent in the first quarter of 1982. The
number of hours paid dropped by 14 percent between 1979 and 1981, and by 24
percent during the first quarter of 1982 as compared with the first quarter of
1981. 71/

Operating profit plunged by 93 percent from $4.9 million in 1979 to
$336,000 in 1980, and turned into an operating loss of $l1.4 million in 1981.
In the same period, the ratio of operating profit to net sales dropped from
6.6 percent in 1979 to 0.5 percent in 1980, to a negative 2.3 percent in
1981. Similarly, cash flow from operations declined from $5.1 million in 1979
to a deficit of $922,000 in 1981. 72/ This negative trend substantially
worsened during the first quarter of 1982, with the margins of operating loss
to net sales increasing to 14.8 percent as compared with 2.7 percent in the
first quarter of 198l. 73/ Furthermore, the number of firms reporting

operating and net losses increased from 2 in 1979 to 3 in 1980 and 1981, and

70/ Id. at A-l6.

71/ Id. at A-21 (Table 11).

72/ Id. at A-28 (Table 17).

73/ These figures are based on the ratio of operating proflt to net sales
f1gures provided in Table of the Staff Report as adjusted in INV-F-073
(Memorandum from Director, Office of Investigations, to the Commission dated
June 3, 1982) at 4.
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rose to 4~-or 80 percent of the domestic industry--in the first quarter of
1982. 74/ 1In fact, one of the domestic producers, Crucible, announced in

April, 1982, that it was permanently discontinuing its wire rod operation. 75/

Material Injury or Threat of Material Injury 76/

While the share of the domestic stainless steel wire rod market held by
the domestic industry decreased from 68 percent in 1979 to 55 percent in 1981,
and to 46 percent in the first quarter of 1982, as compared with 63 percent in
Fhe first quarter of 1981, 77/ the market share held by imports of stainless
steel wire rod from Spain has increased steadily.

Imports of stainless steel wire rod from Spain increased from zero tons
in 1979 to 1,674 tons in 1980 to 2,763 tons in 1981. 1In addition, imports for
the first quarter of 1982 increased to 685 tons, as compared with 524 tons for
the same quarter in 198l. 78/ Quarterly data indicate that imports of wire
rod from Spain have increased steadily since the first quarter of 1981. 79/

The ratio of Spanish wire rod imports to consumption also increased from
2.9 percent in 1980 to 4.9 percent in 1981, and rose in the first quarter of
1982 to 5.2 percent, as compared with 4.1 percent in the first quarter of
1981. 80/ In fact, quarterly figures reveal an upward trend starting in the

first quarter of 1981, when the import penetration ratio was 4.1 percent, and

74/ Report at A-28.

75/ Statement of Dr. Adolph J. Lena, Transcript of Preliminary Conference at
4 (May 19, 1982).

76/ See footnote 2 on p. 5.

77/ Report at A-41 (Table 29).

78/ 1d. at A-38 (Table 25).

79/ 1d. at A-40 (Table 28).

80/ Id. at A-4l.
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continuing through the last quarter of 1981, when it reached 6 percent. 81/
Furthermore, although inventory levels of imports of stainless steel wire rod
from Spain were miniscule for 1980 and 1981, inventory levels began to grow
during the first quarter of 1982. 82/

The United States is Spain's largest export market for stainless steel
wire rod. In 1981, 25 percent of Spanish stainless steel wire rod production
was exported, 96.2 percent of it to the United States. 83/ In addition, there
are indications that the United States has become an increasingly attractive
‘market for Spanish exports of stainless steel wire rod. Spain's production of
stainless steel wire rod remained at the same level for 1980 and 1981. 84/
Spain's exports of wire rod to the EC, its second largest export market,
decreased by éO percent between 1980 and 1981, and its exports of wire rod to
all other countries (except the United States) decreased by 83 percent.
Spain's exports of wire rod to the United States, however, increased by 24
percent during the same period. 85/ Thus an increasing share of total Spanish
exports of wire rod has been exported to the United States.

Furthermore, responses by purchasers indicate that wire rod from Spain
has been offered at prices 20 to 40 percent lower than those offered by
domestic producers. 86/ We anticipate developing more information on

underselling and on lost sales should a final investigation be conducted. 87/

81/ 1.
82/ Id. at A-34.

83/ Id. at A-35 (Table 23).
84/ 1d. at A-35.

85/ 1d. ‘
86/ Id. at A-52.

87/ See footnote 47 on p. 12.
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Conclusion

We find that there is a reasonable indication that the domestic stainless
steel wire rod industry is materially injured or threatened with material
injury 88/ by reason of imports of stainless steel wire rod from Spain. Our
conclusion is based upon significant increases in imports of stainless steel
wire rod from Spain, clear indications that the domestic stainless steel wire
rod industry has experienced and is continuing to experience serious economic
problems, and indications that Spanish wire rod is underselling the domestic

product by wide margins.

88/ See footnote 3 on p. 5.
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On February 17, 1982, a petition was filed with the U.S. Department of
Commerce by counsel for Al Tech Specialty Steel Corp., Armco Stainless Steel
Division, Carpenter Technology Corp., Colt Industries, Inc. (Crucible
Materials Group), Cyclops Corp., Guterl Special Steel Corp., Joslyn Stainless
Steels, and Republic Steel Corp. alleging that producers, manufacturers, or
exporters of stainless steel bar and wire rod in Spain receive, directly or
indirectly, bounties or grants within the meaning of section 303 of the Tariff
Act of 1930. As Spain was not at that time a "country under the Agreement”
within the meaning of section 701(b) of the act, there was no requirement for
the petition to be filed pursuant to section 702(b)(2) and no requirement for
the Commission to conduct a preliminary material injury investigation pursuant
to section 703(a).

On April 14, 1982, however, the United States Trade Representative (USTR)
announced that Spain had become a "country under the Agreement” (47 F.R.
16697). On April 26, 1982, Commerce notified the Commission that 1t had
terminated its investigation under section 303, and that, in accordance with
section 702 of the act, it was commencing a new countervailing duty
investigation. Accordingly, effective April 26, 1982, the Commission
instituted countervailing duty investigation No. 701-TA-154 (Preliminary)
under section 703(a) of the Tariff Act of 1930 (19 U.S.C. § 1671b(a)) to
determine whether there is a reasonable indication that an industry in the
United States is materially injured, or is threatened with material injury, or
the establishment of an industry in the United States is materially retarded,
by reason of imports from Spain of hot-rolled stainless steel bar, provided
for in item 606.9005 of the Tariff Schedules of the United States Annotated
(TSUSA), cold-formed stainless steel bar, provided for in TSUSA item 606.9010,
and stainless steel wire rod, provided for in TSUSA items 607.2600 and
607.4300, upon which bounties or grants are alleged to be paid. On June 2,
1982, the Commission changed the numberical identification of this
investigation, replacing Investigation No. 701-TA-154 (Preliminary) with Nos.
701-TA-176 (Preliminary), Hot-rolled stainless steel bar.from Spain,
701-TA-177 (Preliminary), Cold-formed stainless steel bar from Spain, and
701-TA-178 (Preliminary), Stainless steel wire rod from Spain. The statute
directs that the Commission make its determinations in these investigations
within 45 days after the date on which it received notice by the administering
authority of an investigation commenced under section 702(b) of the act, or by
June 10, 1982.

Notice of the institution of the Commission's investigation and of the
public conference to be held im connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register of May 5, 1982 (47 F.R. 19487). 1/ The public conference was held in

lf’Copies of the Commission's notices of investigation and conference and of
the change in numerical indentification of the investigation are presented in
app. A. The Department of Commerce's notice of initiation of its

countervailing duty investigation is presented in app. B. Al
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Washington, D.C., on May 19, 1982, at which time all interested parties were
given the opportunity to present information for consideration by the Com-

mission. l/ The Commission's vote in the investigation was taken on June 2,
1982.

Past Commission Investigations

The Commission has conducted a prior antidumping investigation concerning
stainless steel wire rod from France 2/ and three dnvestigations on stainless
steel mill products under sections 201 and 203 of the Trade Act of 1974. 3/
The Commission made an affirmative determination in the antidumping -
investigation, and imports of wire rod from France are currently subject to an
outstanding antidumping order.

On January 16, 1976, the Commission determined in investigation No.
TA-201-5 that stainless steel bar and wire rod and stainless and alloy tool
steel sheet and strip and plate were being imported into the United States in
such increased quantities as to be a substantial cause of serious injury, or
the threat thereof, to the domestic industry producing articles like or
directly competitive with the imported articles.

The President determined that import relief should be provided, and on
June 11, 1976, issued Proclamation No. 4445. The proclamation provided for
import relief in the form of quantitative restrictions for a 3-year period on
(1) stainless steel sheet and strip, (2) stainless steel plate, (3) stainless
steel bar, (4) stainless steel wire rod, and (5) alloy tool steel. The relief
was to be phased down during the 3-year period (i.e., the quotas were to be
increased by 3 percent annually). The quotas were on a country-by-country
basis with respect tc the larger supplying countries. é/

Prior to proclaiming such relief, the President sought to negotiate
orderly marketing agreements with the leading sources of stainless and alloy
tool steel. Only Japan expressed a willingness to negotiate such an
agreement. The quantitative restrictions proclaimed with respect to imports
from Japan reflected the terms of an agreement signed with the Government of
Japan on June 11, 1976, 5/ providing for the limitation of imports from Japan
for a 3-year period beginning June 14, 1976.

1/ A list of witnesses appearing at the conference is presented in app. C.

2/ Stainless Steel Wire Rod From France, investigation No. AA1921-119, TC
Publication 596, 1973.

3/ Stainless Steel and Alloy Tool Steel, investigatin No. TA-201-5, USITC
Publication 756, 1976. Stainless Steel and Alloy Tool Steel, investigation
No. TA-203-3, USITC Publication 838, 1977. Stainless Steel and Alloy Tool
Steel, investigation No. TA-203-5, USITC Publication 968, 1979.

"4/ There were six baslc source categories: (1) Japan, (2) the European
Community, (3) Canada, (4) Sweden, (5) all other countries entitled to col. 1
rates of duty, and (6) all other countries.

5/ See Agreement on Speciality Steel Imports, June 11, 1976, United States-
Japan, TIAS No. 8442,

A-2



b

A-3

On May 25, 1977, the Special Representative for Trade Negotiations (now
the United States Trade Representative) requested advice from the Commission
under section 203(i)(2) concerning the probable economic effect on the
industry concerned if the relief provided by Proclamation No. 4445, as
modified by Proclamations Nos. 4477 and 4509, were to be terminated or reduced.

The Commission instituted investigation No. TA-203-3, Stainless Steel and
Alloy Tool Steel, oa June 19, 1977. As a result of the Investigation
Commissioners Moore and Bedell advised the President on October 14, 1978, that
the termination or reduction of the relief could have a serious adverse
economic effect. Chairman Minchew advised that chipper knife or band saw
steel could be removed from the quota without an adverse economic impact and
that the quotas on the remaining articles could be increased by 6.7 percent
but should not be further increased or terminated. Commissioner Ablondi
advised that the termination or reduction of the relief would have no
substantial adverse impact. Following veceipt of this advice, the President
issued Proclamation No. 4559 on April 5, 1978, modifying the import relief so
as to exclude so-called chipper knife steel and band saw steel from the quota
on alloy tool steel covered in item 923.26 of the Appendix to the Tariff
Schedules of the United States (TSUS). The quotas applicable to the remaining
articles provided for under TSUS item 923.26 for the European Community (EC)
and Sweden, the primary sources of such alloy tool steel, were reduced to take
into account this change in quota coverage. This modification became
effective April 8, 1978.

On December 11, 1978, following receipt of a petition on November 30,
1978, filed by the Tool & Stainless Steel Industry Committee and the United
Steelworkers of America, AFL-CIO, the Commission instituted an investigation
under subsections 203(i)(2) and (i)(3) of the Trade Act of 1974 for the
purpose of gathering information in order that it might advise the President
of its judgment as to the probable economic effect on the domestic industry of
the termination of import relief presently in effect with respect to the
stainless steel and alloy tool steel provided for in TSUS items 923.20 through
923.26, inclusive. Such import relief was scheduled to terminate on June 13,
1979, unless extended by the President.

On April 24, 1979, Commissioners Alberger and Stern advised the President
that the termination of the quantitative restrictions imposed on imports of
stainless and alloy tool steel would have little if any adverse impact on the
domestic industry producing such articles. Commissioners Moore and Bedell
advised the President that termination of the quantitative import restrictions
would have a serious adverse economic effect on the domestic industry
producing such articles. Commissioner Parker did not participate in the
investigation. '

On June 12, 1979, the President issued Proclamation No. 4665, which
extended the temporary quantitative limitations imposed by Proclamation No.
4445, as amended, for the period of June 14, 1979, through February 13, 1980.
Such import relief was terminated on February 14, 1980,

A-3
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Other Investigations Concerning the Subject Products

On December 2, 1982, the Tool & Stainless Steel Industry Committee and
the United Steelworkers of America filed a petition with the United States
Trade Representative pursuant to section 301 of the Trade Act of 1974, 19
U.S.C. § 2411 (Supp. III, 1979). The petition was filed on behalf of the
specialty steel industry of the United States and challenged the bestowal of
unreasonable and discriminatory subsidies by the Governments of Austria,
Belgium, Brazil, France, Italy, Sweden, and the United Kingdom. The petition
alleged that the dramatic increase in the import penetration of specialty
steel products (stainless steel sheet and strip, plate, bar, wire rod, and
alloy tool steel) from these countries is the direct result of these
subsidies, and that these imports burdened or restricted U.S. commerce and
caused or threatened to cause injury to the U.S. industry. The petition
further alleged that the use of these subsidies violated the obligations of
these nations arising under the provisions of the General Agreement on Tariffs
and Trade (GATT) and the Agreement on Interpretation and Application of
Articles IV, XVI and XXIII of the GATT (the Subsidies Code).

On February 26, 1982, the USTR inititated investigations concerning the
allegations made with respect to five of the seven countries named in the
petition: Austria (301-27), France (301-28), Italy (301-29), Sweden (301-30),
and the United Kingdom (301-31). 1/ At the same time the USTR decided not to
initiate investigations concerning the petitioners' allegations with respect
to Brazil and Belgium. The USTR must report its findings to the President by
October 21, 1982.

Nature and Extent o6f Alleged Bounties and Grants

According to the petition, the Spanish Government, in order to help the
Spanish specialty steel industry, provides a number of subsidies to the
Spanish stainless steel bar and wire rod industry. The petition alleges that
these subsidies allow the Spanish companies to sell at prices averaging 30
percent below the prices of U.S. producers. The alleged bounties and grants
and the amount of money given under each are summarized below.

1. Aceriales.--Aceriales (Sdad de Aceros Especiales) is a joint

Government and private industry venture designed to restructure the Spanish
specialty steel industry. It was created by royal decree in October 1980.
The company's primary purpose is to act as a channel for state aid. The plan
calls for the transfer of 4 billion pesetas by the Ministry of Industry to the
industry over a 3-year period. The Basque regional government is to provide a
similar sum. The petition alleges that the sum spread equally over the 3-year
period amounted to a subsidy of $220 per metric ton in 1980, the last year for
which Spanish production figures are available. 2/ The petition claims that

1/ 47 F.R. 10107.

2/ This figure represents an equal allocation of the alleged subsidy to each
stainless steel ingot produced. The petition alleges that the figure should
be substantially higher with respect to stainless steel bar and rod, since the
cost of production is much higher for these goods. The petition makes the
assumption that the Spanish producers allocated the subsidy in proportion to

costs. A-4
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to the extent these funds have been used to pay off debts to cover the
operating losses of the various member companies, they are countervailable
subsidies under the Trade Agreements Act of 1979.

2. Desgravacion Fiscal.--The Desgravacion Fiscal a la Exportation (DFE)
is an export rebate system. The DFE provides a refund of indirect taxes
incurred in the production of a product which is exported. The refund is made
on the basis of a schedule established by the Spanish Government, and is given
to selected industries at the Govermment's discretion. The refund rate on
stainless bar and rod is allegedly 14.5 percent. For example, it is alleged
that a rate of 14.5 percent would amount to a subsidy of about $432 for a
metric ton of 32 mm round bar (grade 316).

3. Operating capital loans.—-All Spanish banks are to maintain 3 percent
of their lendable funds for "privileged circuit loans.” These loans are
available only to exporters and are for short-term working capital. An
exporter may borrow up to 30 percent of the previous year's sales at the Bank
of Spain's discount rate, 8 percent, well below the market rates for
short-term commercial loans. 1/ Petitioners state that they do not have
information on the extent to which the stainless steel bar and rod producers
have utilized these loans, but claim that the loans are a subsidy to the
extent that the interest rate is below the market rate.

The petition also alleges that there are a number of other preferential
programs available to the producers of stainless steel bar and rod, including
credit financing to export houses for construction of warehouse facilities;
short-term export credit against firm orders to a maximum of 90 percent;
S5-percent increases in the coverage of export credit insurance; and a
10-percent increase in the preliminary settlement for damage or loss.
However, no specific information was given for any of these.

4. Concerted action of non-integrated producers.--In 1974, the National
Steel Industry Program was instituted to provide for the development of
nonintegrated Spanish companies through concerted action. The program was to
last through 1982. Through this concerted action, participating firms
received the following forms of assistance, which the petition alleges are
subsidies:

a) Official credits covering up to 40 percent of nonliquid
investments at li4-year terms with interest rates of 6.5 percent;

b) Forced expropriation of the land necessary to carry out the
construction of plants and the right of way for the routes of
access, transportation lines, and the distribution of energy;

c) Substantial reduction on certain taxes (up to 95 percent)
including patrimonial taxes, customs duties, and the general tax
on the trade of enterprises;

i/‘The commercial interest rate in Spain is limited to 9.5 percent by law.
However, the petition alleges that the true interest rate charged by Spanish

banks is 17 to 18 percent.
A-5
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d) Freedom to amortize plants during the first 5 years beginning in
the fiscal year in which the results of the exploitation of the
new plants are taken into account; and

e) Reduction of 95 percent of obligations which encumber the yield of
Government loans to concerted action.

This program was cancelled in 1980 because of excess production
capacity. However, to compensate participating companies which had made
business planning decisions based on the program, an 18 billion peseta credit
was established with the Industrial Credit Bank. Participating firms could
borrow up to 30 percent of their 1974-79 investments at 10 percent. Normal
Industrial Credit Bank rates are 11 to 15 percent. The petition alleges that
this credit resulted in an interest subsidy to the participating firms of $2.4
million to $12 million a year.

The petition does not contain information on the amount of benefits which
stainless steel bar and rod producers received under the National Steel
Industry Program nor whether any stainless steel bar and rod producers have
taken advantage of the low interest credit.

5. Special credits.—-—-The petition alleges that substantial low-interest
loans were made by the Spanish Government to at least two major stainless
steel bar and rod manufacturers. The petition alleges that the loans to one
of these companies amounted to an annual subsidy of $4.8 million.

The Product

Description and uses

For the purpose of this investigation, "stainless steel bar” is defined
as being of solid section and having a cross section in the shape of a circle,
segment of a circle, oval, triangle, rectangle, hexagon, or octagon. ‘
Stainless steel 1/ bars are usually cold-finished, cut to length, and used in
the production of pipe and tube fittings, cutlery, airframe hardware, weld
wire, pump and boat shafting, and various fasteners. Hot-rolled stainless
steel bar is classified under TSUSA item 606.9005, and cold-formed stainless
steel bar, under TSUSA item 606.9010.

The first step in the production of stainless steel bar is the melting of
the raw material (typically scrap) in an electric arc furnace to produce a
molten liquid. The molten liquid is then blown with argon or nitrogen gas to
oxidize the carbon in order to remove impurities. The molten liquid is then
cast into solid forms called billets. These billets are typically produced
either by continuous casting, by which the molten stainless steel is cast
directly into billet form, or, as is generally done, by ingot casting, by
which the molten material is first cast into an ingot which is later processed

1/ Stainless steel is an alloy steel which contains by weight less than 1
percent of carbon and over 11.5 percent of chromium (headnote 2(h)(iv), subpt.
A, pt. 2, schedule 6, of the TSUSA).
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into a billet. Billets are then heat-treated to influence hardness, improve
machinability, and facilitate cold-working in the finishing areas. After
annealing, the billets proceed to the bar hot-rolling mills to be further
reduced into hot-rolled bar. Cold-formed stainless steel bar is produced by
pickling hot-rolled bar to remove the oxide scale that forms during its
production, then further annealing the bar to soften it and make it corrosion
resistant. The bar is then turned (usually by a lathe) and then cold-rolled
as high pressure is exerted on the bar by rolling mills, forming it into
thinner bar with closer tolerances. Cold-formed bar is also polished in order
to produce a finer surface finish.

Stainless steel wire rod is defined as a coiled, semifinished, hot-rolled
product of solid cross section, approximately round in cross section, not
under 0.20 inch nor over 0.74 inch in diameter. Stainless steel wire rod not
tempered, not treated, and not partially manufactured is provided for in TSUSA
item 607.2600; stainless steel wire rod, tempered, treated, or partly
manufactured, is provided for in TSUSA item 607.4300.

After melting scrap in an electric arc (or vacuum induction) furnace, and
processing by argon oxygen decarburization, the molten material is cast into
ingots. The ingots are heated in gas-fired furnaces to the appropriate
temperature and run through a series of reducing rolls until the desired size
of billet is achieved. The billet then automatically moves through high-
pressure rollers, which flatten and lengthen the product. After the rod has
been reduced to the appropriate diameter it is cojiled. Following the initial
scale removal, the coil may be dipped in any one of a combination of acid
baths, and then coated with a lubricant coating of copper, lime, or oxalate.
These coatings act as carriers for lubricants when the rod is later cold-drawn
into wire. Conversion into wire is the largest use for stainless steel wire
rod.

Although quality differences are often alleged between imported and

domestically produced stainless bar and wire rod, they are fungible products
when produced in the same grades and to the same specifications.

U.S. tariff treatment

Imports of the hot-rolled and cold-formed stainless steel bar subject to
this investigation are classified for tariff purposes under items 606.9005 and
606.9010, respectively, of the TSUSA. 1/ Imports of stainless steel wire rod
are classified<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>