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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436

Investigations Nos. 701-TA-195 and 196 (Preliminary)

STAINLESS STEEL SHEET AND STKRIP AND STAINLESS STEEL PLATE
FROM THE UNITED KINGDOM

Determination

Based on the record 1/ developed in investigation Nos. 701-TA-195 and
196 (Preliminary), the Coﬁﬁission determines, pursuant to section 703(a) of
the Tariff Act of 1930 (1% U.S.C. § 1671b(a)), 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 the following products
which are alleged to be subsidized by the Government of the United Kingdom:

Stainless steel sheet, provided for in items 607.7610,
670.9010, and 607.9020 of the Tariff Schedules of the
United States Annotated (TSUSA), and stainless steel
strip (over 0.01 inch in thickness), provided for in
TSUSA items 608.4300 and 608.5700 (investigation No.
701-TA-195 (pPreliminary)); 2/

Stainless steel plate, provided for in TSUSA items
607.7605 and 607.9005 (investigation No. 701-TA-196
(Preliminary)). 2/

Background

On October 7, 1982, members of the Tool and Stainless Steel Industry of
the United States and the United Steelworkers of America filed a petition with
the U.S. International Trade Commission and the U.S. Department of Commerce
alleging that an industry in the United States is being materially injured and
threatened with material injury by reason of allegedly subsidized imports of
stainless steel sheet and strip and stainless steel plate from the United
Kingdom. Accordingly, on October 7, 1982, the Commission instituted
preliminary countervailing duty investigations (Nos. 701-TA-195 and 196) under
section 703(a) of the Tariff Act of 1930. Notice of the institution of the
investigations and conference therefor was given by posting copies of the
notice in the Office of the Secretary, U.S. International Trade Commission and
by publishing the notice in the Federal Register on October 20, 1982 (47 F.K.
46781). A public conference was held in Washington, D.C. on November 1, 1982,
at which all interested parties were afforded the opportunity to present
information for consideration by the Commission.

1/ The "record” is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 C.F.R. 207.2(i)).

2/ Commissioner Haggart determines that there is a reasonable indication of
material injury and therefore does not reach the issue of threat of material
injury.






VIEWS OF THE COMMISSION

Introduction

We determine, pursuant to section 703(a) of the Tariff Act of i930,‘that
there is a reasonable indication that an industry in the United States is
materially injured or threatened with material injury 1/ by reason of
allegedly subsidized imports of stainless steel sheet and strip from the
United Kingdom. Further, we determine that there is a reasonable indication
that an industry in the United States is materially injured or thréatened withv
material injury 1/ by reason of allegedly subsidized imports of stainless
steel plate from the United Kingdom.

We have based our determinations on our consideration of the condition of
the domestic industries and the causal relationship between the éondition éf
the domestic industries and the allegedly subsidized imports frém.the Uﬁitéd

Kingdom.

Domestic Industries

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.” 2/ Section 771(10) defines

1/ Commissioner Haggart determines that there is a reasonable indication of
material injury, and therefore does not reach the issue of threat of material
injury. )

2/ 19 U.S.C. 1677(4)(A).
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"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. g/

The products being imported into the United States from the United
Kingdom are stainless steel sheet and strip and stainless steel plate.

Imports of stainless steel sheet and strip were involved in recent preliminary
investigations involving West Germany and France. 4/ 1In those investigations,
we found the like product to be stainless steel sheet and strip and the
domestic industry to consist of the U.S. producers of this like product. In
this investigation (701-TA-195), the parties have not suggested, nor does the
record support, a revision of this industry.definition. 5/

Stainless steel plate from the United Kingdom is a flat-rolled product
over 0.1875 inches thick and 12" wide. The characteristics and uses of the
domestically produced stainless steel plate do not differ from those Qf the
imported product nor have the parties suggested -any differences. Stainless
steel plate is thicker than stainless steel sheet and strip and has different:
uses. Unlike sheet and strip, stainless steel plate is used primarily in the
production of industrial equipment for the chemical, oil and gas, and rubbér.

producing and processing industries. 6/ Therefore, in Investigation No.

3/ 19 U.s.C. 1677(10). , :

4/ Stainless Steel Sheet and Strip from West Germany, inv. No. 731-TA-92,
USITC Pub. 1252 (June 1982); Stainless Steel Sheet and Strip from France, Inv.
No. 731-TA-95, USITC Pub. 1264 (June 1982).

5/ As in the prior investigations concernlng this product, we note that the
definition of the domestic industry in this preliminary investigation is bhased
on the best informatipn available. Based on the record developed in any final
investigation, a different definition of the domestic industry is not
precluded. The domestic producers of stainless steel sheet and strip are
discussed in the report at A-10.

6/ Report at A-8.
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701-TA-196 we find the like product to be stainless steel plate and the

domestic industry to consist of the U.S. producers of the like product. Z]

Condition of the Domestic Industries

I. Stainless Steel Sheet and Strip

The stainless steel sheet and strip industry is clearly experiencing
difficulties. Nearly all of the economic indicators we considered in reaching
our determination in this investigation have declined during the period under
investigation.

U.S. production of stainless steel sheet and strip fell from 728,000
short tons (herinafter referred to as tons) in 1979 to 671,000 tons in 1981.
In the eight-month ﬁeriod, January—August, 1982, production declined 85,000
tons, or 19 percent, to 371,000 tons from 456,000 tons during the
corresponding period in 1981. §/ Capacity utilization also declined
significantly, dropping’from 84 percent of capécity in 1979 to 71 percent in
1981. The capacity utilization in January-August 1982 stood at 62.2 percent
compared to 83.3 percent for the same period in 1981. 9/ 10/ Declines in
capacity utilization are in large part a fesult of declines in production in
this case although capacity did increase during the period under investigation.

From 1979 to 1981, U.S. producers' shipments of stainless steel sheet and

strip decreased by 13 percent from 874,000 short tons to 759,000 short tons.

Z/ The domestic producers of stainless steel plate are discussed in the
report at A-10, A-12.

8/ Report at A-14.

Ey Report at A-14. _

10/ A factor evidencing the difficulties of both the stainless steel sheet
and strip and the stainless steel plate industries is utilization of overall
capacity to melt stainless steel. This declined from 83 percent in 1979 to 53
percent in January-March, 1982. Report at A-14.
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Shipments for January-August, 1982, dropped by 28 percent from 558,000 tons to
400,000 tons, compared to the same period in 1981. 11/

Employment figures have also declined from 1979 to the present. The
average number of production and related workers producing stainless steel
sheet and strip declined from 7,965 workers in 1979 to 7,288 workers in 1981.
During January—-August, 1982, however, the average number of workers employed
was 6,239, or.ZO percent less than the number employed during the
corresponding period of 1981l. The number of hours paid for production and
related workers producing sheet and strip followed similar trends. 12/

The financial information on the record concerning sheet and strip
production also indicates a negative trend. Net sales, gross profits, net
operating profits, and cash flow all declined during the period of this
iﬁvestigation. Aggregate net sales of stainless steel sheet and strip
declined from $1.4 billion in 1979 to $1.2 billion in 1980 or by 14 percent.
Net sales increased by $105 million, or 9 percent, to $1.3 billion in 1981,
but then dropped off by 21 percent to $632 million in January-August, 1982,
compared to $805 million in the corresponding period in 1981. 13/

Gross profit declined by 69 percent during the period 1979 to 1981, from
$234 million to $72 million. 14/ During that same period, the ratio of gross
profit to net sales dropped from 16.9 to 5.6 percent. Operating profit
declined from $188 million, or 13.5 percent of net sales in 197§, to $17

million or 1.3 percent of net sales in 1981. For the interim period ending

11/ Report at A-15.
12/ Report at A-17, A-18.
13/ Report at A-20.
14/ Report at A-20.
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August 31, 1982, aggregate operating losses of nine million dollars or a
negative 1.4 percent of net sales were reported, compared to an operating
profit of forty-two million dollars, or 5.5 percent of net sales, for the same
period in 1981. Cash flow has»also declined significantly from $207 million
in 1979 to $38 million in 1981 and from $56 million during the interim period

of 1981 to $5 million during the interim period of 1982. 15/

II. Stainless Steel Plate

The stainless steel plate industry is also experiencing difficulties.
Production of stainless steel plate declined from 105,000 tons in 1979 to
95,000 tons in 1981. Plate production decreased to 49,000 toﬁsvduring the
first eight months of 1982, compared with 63,000 tons during the same period
in 1981. 16/ Capacity utilization also declined from 63.3 percent in 1979 to
57.5 percent in 1981. January-August 1982 capacity utilization was 53.1
percent compared to 68.7 in the same period of 1981. 17/ ;

During 1979-1981, U.S. producers' shipments of stainléss steel plate
declined by 16 percent from 146,000 tons to 122,000 tons. This trend
continued with a 22 percent decline to 69,000 tons in January-August 1982,
compared with 88,000 tons during the corresponding period in 1981. 18/

Although employment of workers producing stainless steel plate increased
from 1,272 in 1979 to 1,396 in 1981, the number of workers in January-August

1982 dropped to 1,300 workers compared to 1,397 workers during the same period

15/ Report at A-20, A-21, Table 10.

16/ Report at A-l4.

17/ Report at A-l4. See also note 10 at page 5.
18/ Report at A-15.
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in 1981. The hours paid for production and related workers declined by 8
percent from 2.0 million in 1979 to 1.9 million in 1981. There was a 24
percent decline to 970,000 hours paid in January—Augusi 1982 compared with 1.3
million in January-August 1981. 19/

The financial condition of produéers of stainless steel plate has
deteriorated during the period under invéstigation. Aggregate net salesxéf
plate decreased by 2 percent from $210 million in 1979 to $206 million in
1981. 1In the periqd January—August, 1982, net sales dropped by 27 percent to
$69 million compared with $94 million in the corresponding period of
1981. 20/ Gross profit declinéd by 69 percent from $29 million in 1979 to $9
million in 1981. In the same period, the ratio of gross profit to net sales
droppéd from 13.8 percent to 4.4 percent. Operating profit fell from $22
million in 1979 or 10.5 percent of net salgs, to a $1 million loss or 0.5
percent of net sales, in 1981.» In the interim period ending August 31, 1982,
operating profit fell to O percent compared to 7.4 percent of net sales during
the interim period of 1981 as four of the six producers reporting financial

data showed operating and net losses. 21/

Reasonable Indication of Material Injury

Section 703(a) of the Tariff Act of 1930 provides that the Commission
shall make a determination as to whether there is a reasonable indication of
material injury based on the best information available. 22/ Section 771(7)

directs the Commission to consider, among other. factors, (1) the volume of:

Report at A-19.
Report at A-21.
1/ Report at A-21.
2/ S. Rep. No. 249, 96th Cong., lst Sess. 48 (1979).

—
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imports of the merchandise under investigation, (2) the effect of imports of
that merchandise on prices in the United States for like products, and (3) the

impact of imports of such merchandise on domestic producers of like products.

Volume of Imports

I. Stainless Steel Sheet and Strip

Imports of stginless steel sheet and strip from the United Kingdom
declined from 1,094 tons in 1979 to 643 tons in 1980, but then increased to
3,840 téns in 1981. gg/ Imports in January-September 1982 amounted to 3,520
‘tons, which is a 39 percent increase over the 2,328 tons imported during the
corresponding period of 1981. The ratio of imports from the United Kingdom to
apparent U.S. consumftion increased from 0.1 percent in 1979 and 1980 to 0.5
percent in 1981. This ratio increased to 0.7 percent in January-September
1982 compared with 0.4 percent in the corresponding period in 1981. 24/

At the same time that imports of stainless steel sheet and strip from the
United Kingdom were increasing, the market share of imports from all sources
also increased from 6.9 percent in 1979 to 9.0 in 1981 and to 13.4 percent for

the first nine months of 1982 from 7.7 percent in the corresponding period of

gg/ From June 1976 to February 1980, imports of stainless steel sheet and
strip and stainless steel plate, as well as other stainless steel products
were subject to quantitative restrictions. See Report at A-2. These
restrictions, as well as a 3-month strike against British Steel Corporation in
early 1980, suppressed the level of stainless steel imports from the United
Kingdom during this period.

zi/ Counsel for British Steel Corporation stated that the imports from the
United Kingdom are generally concentrated in the 60-inch stainless steel
cold-rolled sheet. There is only one domestic producer that manufactures
sheet in that dimension. However, information on the record indicates that
the one producer has sufficient capacity to supply the entire U.S. demand for
this' product.
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1981. 25/ The best information available to the Commission at this
preliminary stage of the investigation indicates that the imported and
domestic stainless steel sheet and strip are fungible, and compete in the

market for the same end users through common channels of distribution. 26/ 27/

II. Stainless Steel Plate

Imports of stainless steel plate from the United Kingdom decreased from
610 tons in 1979 to 273 tons in 1980 before increasing to 2,985 tons in
1981. 28/ 1Imports in January-September 1982 amounted to 3,217 tonms,
representing an increase of 38 percent compared with imports in the
corresponding period of 1981. The market share for imports of plate from the
United Kingdom rose from'0.4 percent in 1979 to 2.5 percent in 1981. This
market share increased from 2.4 percent in January-September 1981 to 3.8

percent in January-September 1982. 29/ 30/

25/ Report at A-31, Table 17. _

26/ Report at A-8. See also Staff briefing at the November 17, 1982, public
meeting of the U.S. International Trade Commission.

27/ Chairman Eckes and Commissioner Haggart have made their determination on
the basis of imports of stainless steel sheet and strip from the United
Kingdom alone. In the event that this case returns for a final investigation,
they do not preclude cumulation should the record developed demonstrate that
it is appropriate.

28/ See note 23 at page 8.

29/ Report at A-34, Table 19.

29/ Counsel for British Steel Corporation stated that imports of stainless
steel plate from the United Kingdom are concentrated in the 316 grades, which
contain molybdenum, and that the U.S. producers maintain artificially high
prices in these grades compared to prices of non-molybdenum grades. There is
information on the record, however, that the U.S. prices of grade 316 plate
were lowered to reflect the lower price of molybdenum. Moreover, there are
other factors affecting the price of 316 plate that need to be analyzed before
conclusions may be accurately drawn on the impact of molybdenum prices on the
relative price differences between grade 316 plate and non-molybdenum plate.
The Commission will pursue this issue further if the case returns for a final
investigation.

10
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Effect of Imports on Prices

I. Stainless Steel Sheet and Strip

There are indications that imports of stainless steel sheet and strip
from the United Kingdom have had a negative impact on domestic prices. U.S.
producers and British Steel Corporation provided prices on two specifications
of stainless steel sheet (one grade 304 and one grade 316) for sales to
service centers/distributors. 31/ The U.S. producers' prices for this sheet
declined from July-September 1981 to July-September 1982 by 10 percent for the
grade 304 sheet and 27 percent for the grade 316 sheet. While the imported
grade 304 was priced higher than the domestic product, the imported grade 316
sheet undersold the domestic grade 316 sheet by an average of 14 percent
during the three quarters during which we were able to make price comparisons.

With regard to lost sales, two firms contacted confirmed that they
purchased British stainless steel sheet from the United Kingdom because of
lower price. Additionally, a third firm recently purchased a large quantity

of British stainless steel sheet because of favorable credit terms.

II. Stainless Steel Plate

There are also indications that imports of stainless steel plate from the
United Kingdom have depressed U.S. producers' prices of stainless steel
plate. U.S. producers' prices (for the two grade 304 plates and the one grade
316 plate for which the Commission received price information) decreased by an
average of 17 percent during July-September 1982 compared with July-September

1981.

él/ The Commission did not receive information concerning the prices of
British stainless steel strip.

11
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Imports of stainless steel plate from the United Kingdom undersold the
domestic product for all three plate specifications for which prices were
collected. Margins of undersellihg ranged from less than 1 percent to 15
percent below domestic prices for the two grade 304 plate products. For the
grade 316 plate specification, British Steel provided prices for 3 quarters
during the period under investigation. 32/ Margins of underselling averaged
21 percent.

With regard to lost sales, six firms confirmed that they purchased
stainless steel plate from British Steel and that the price was lower than
that for U.S. produced plate. The firms indicated that U.S. prices declined

throughout 1982, narrowing the margins of underselling.

Reasonable indicatiqn of é threat of material injury 22/
| In examining threat’of‘material iéjury, thelCommission looks for, among

other féctors, demonstrable‘trgnds’in the following areas: (1) rate of
increase of the imports in the U.S. ﬁarket; (2) importers' invéntories; (3)
capacity in the exporting country to generate exports; and (4) the likelihood
that sucﬁ exports will be directed to the U.S. market taking into account the
availability of other export markets. The threat must be real and the injury
imﬁinent, not a mere possibility based on supposition and conjecture. 34/

- There is a steadily increasing rate of imports of stainless steel sheet,

strip and plate from the United Kingdom, both in absolute terms and in terms

~ 32/ Report at A-37.

33/ See note 1 at page 3.

34/ S. Rep. No. 294, 96th Cong., 1lst Sess. 88-89 (1979); S. Rep. No. 1298,
‘93rd Cong., 2nd Sess. 180 (1974); Alberta Gas Chemicals, Inc. v. United
States, 515 F. Supp 780, 790 (CIT 1981). ' '

12
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of the ratio of imports from the United“Kingdom to domestic consumption. 35/
Import figures for the first quarter of 1982 demonstrate the capability of
British Steel to increase its imports into the United States substantially in
a very short time. géj Other considerations suggest that imports of stainless
steel sheet and plate from the United Kingdom will continue to increase in the
near future.

The capacity for production of stainless steel sheet and strip in the
U.K. increased each year from 1979-1982. 37/ Capacity for increased
production of stainless steel plate remained essentially the same during this
period, leaving substantial unused capacity. 38/ There is a likelihood that
exports of stainless steel sheet and strip and stainless steel plate will bhe
directed to the U.S. market. Although the European Community has traditionally
been the largest export market for the United Kingdom, it has a limited demand
for stainless steel sheet and strip and stainless steel plate from the United
Kingdom. During the period of this investigation, the role of the United

States as an export market for the United Kingdom has increased. 22/

Conclusion
Therefore, on the basis of the best available information, we determine

that there is a reasonable indication that an industry in the United States is

35/ See Report at A-33, A-34, and A-35.

36/ Report at A-33.

37/ Report at A-27.

38/ 1d.

EE] The negotiated settlement agreement worked out for carbon steel may
prompt adjustments of product mix to emphasize stainless production, and
therefore exports might shift from carbon steel products to stainless steel
products. This possibility will be explored further in a final investigation.

13
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materially injured or threatened with material injury _l_;_Q/ by reason of
subsidized imports of stainless steel sheet and strip and stainless steel

plate from the United Kingdom.

40/ See note 1 on page 3.

14
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On October 7, 1982, a petition was filed with the U.S. International
Trade Commission and the U.S. Department of Commerce on behalf of members of
the Specialty Steel Industry of the United States and the United Steelworkers
of America, AFL-CIO, pursuant to section 702 of the Tariff Act of 1930, 19
U.S.C. 1671 et seq. (Supp. III, 1979) and 19 C. F. R. 355.26 (1980), alleging
that the producers of stainless steel sheet and strip and plate in the United
Kingdom receive subsidies from the Government and that the U.S. stainless’
steel sheet and strip and plate industries have been materially injured and -
are threatened with material injury by these subsidized imports. The members
of the Specialty Steel Industry of the United States that filed the petition
are Allegheny Ludlum Steel Corp., Armco, Inc. Carpenter Technology Corp., Colt
Industries, Inc. (Crucible Materials Group), Eastern Stainless Steel Co.,
Electralloy Corp., Guterl Special Steel Corp., Jessop Steel Co., Jones &
Laughlin Steel Inc., Republic Steel Corp., Universal Cyclops Specialty Steel
Division (Cyclops Corp.), and Washington Steel Corp. All are involved in the
production of one or more of the subject products. The United Steelworkers of
America represents most in the employees of the stainless—steel sheet and
strip and plate industries.

Effective October 7, 1982, the Commission instituted countervailing duty
investigations Nos. 701-TA-195 and 196 (Preliminary) to determine, pursuant to
section 703(a) of the Tariff Act of 1930 (19 U.S.C. 1671b(a)), whether there
is a reasonable indication than 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 the United Kingdom of stainless steel sheet provided for in items
607.7610, 607.9010 and 607.9020 of the Tariff Schedules of the United States
Annotated (TSUSA), stainless steel strip provided for in items 608.4300 and
608.5700, and stainless steel plate provided for in items 607.7605 and
607.9005, upon which bounties or grants are alleged to be paid. The statute
directs that the Commission make its determinations in these investigations
within 45 days after the date of receipt of the petition, or by November 22,
1982.

Notice of the institution of the Commission's investigation and of the
public 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 a notice in the Federal
Register of October 20, 1982 (47 F.R. 46781). 1/ The public conference was
held in Washington, D.C., on November 1, 1982, at which time all interested
parties were given the opportunity to present information for consideration by
the Commission. 2/

1/ A copy of the Commission's notice of investigation and conference is
presented in app. A. The Department of Commerce's notice of initiation of its
countervailing duty investigation is presented in app. B. '

g/ A list of witness appearing at the conference is presented in app.lf.
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Other Commission Investigations on Stainless-Steel Sheet
and Strip and Plate

On June 2, 1982, the Commission determined 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 sheet
and strip from West Germany which are allegedly being sold or are likely to be
sold at less than fair value. 1/ On June 17, 1982, the Commission determined
that there is a reasonable indication than an industry in the United States is
materially injured or threatened with material injury by reason of imports of
stainless steel sheet and strip from France which are allegedly being sold or
are likely to be sold at less than fair value. gj The products involved in
these two cases are identical to the products in the instant investigation.

On May 28, 1982, the Commission made a final determination that an
industry in the United States is materially injured by reason of imports of
stainless clad steel plate from Japan which is being sold at less than fair
value. é/

The Commission has also conducted three investigations on stainless steel
products under sections 201 and 203 of the Trade Act of 1974. é/ In the first
of these three, investigation No. TA-201-5, on January 16, 1976, the
Commission determined 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, which 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 to the larger supplying countries.

1/ Stainless Steel Sheet and Strip from West Germany: Determination of the
Commission in Investigation No. 731-TA-92 (Preliminary) . . ., USITC
Publication 1252, June 1982.

2/ Stainless Steel Sheet and Strip from France: Determination of the
Commission in Investigation No. 731-TA-95 (Preliminary) . . ., USITC
Publication 1264, June 1982.

3/ Stainless Clad Steel Plate From Japan: Determination of the Commission
in Investlgatlon No. 731-TA-50 (Final) . . ., USITC Publication 1270, July
1982.

4/ Stainless Steel and Alloy Tool Steel: Report to the President on
Investigation No. TA-201-5 . . ., USITC Publication 756, January 1976.
Stainless Steel and Alloy Tool Steel: Report to the President on
Investigation No. TA-203-3 . . ., USITC Publication 838, October 1977.
Stainless Steel and Alloy Tool Steel: Report to the President on
Investigation No. TA-203-5 . . ., USITC Publication 968, April 1979. A2
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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, 1/ providing for the limitation of imports from Japan
for a 3-year period beginning June 14, 1976.

The second of investigation, No. TA-203-3, was instituted by the
Commission on June 19, 1977, after the Special Representative for Trade
Negotiations (now the United States Trade Representative) requested advice on
May 25, 1977, from the Commission under section 203(i)(2) concerning the
probable economic effect on the specialty steel industry if the relief
provided by Proclamation No. 4445, as modified by Proclamations Nos. 4477 and
4509, were to be terminated or reduced.

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 not a substantial adverse impact. Following receipt 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 923.23 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 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.

The third investigation, No. TA-203-5, was instituted by the Commission
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 investigation was instituted under
subsections 203(1i)(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.
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 the
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.

l/ See Agreement on Speciality Steel Imports, June 11, 1976, United States-
Japan, TIAS No. 8442. A-3
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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 June 14, 1979, through February 13, 1980.
Such import relief was terminated on February 14, 1980.

Other Investigations Concerning the Subject Products

On January 12, 1982, the Tool & Stainless Steel Industry Committee (since
renamed the Specialty Steel Industry of the United States) and the United
Steel Workers of America filed a petition with the United States Trade
Representative (USTR) 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 as violating
the Agreement on Interpretation and Application of Articles VI, XVI, and XXIII
of the General Agreement on Tariffs and Trade (the "Subsidies Code”). The
petition alleged that the dramatic increase in the import penetration of
specialty steel products (stainless steel sheet and strip, plate, bar, and
wire rod, and alloy tool steel) from these countries is the direct result of
these subsidies, and that these imports burden or restrict U.S. commerce and
cause or threaten 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.

On February 26, 1982, the USTR initiated 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 concerniﬁg the petitioners' allegations with respect
to Brazil and Belgium. 2/

Upon initiating these investigations, the USTR also began the process of
consultation required by section 303 of the act 3/ and article 12 of the
Subsidies Code. 1If these consultations fail to result in a satisfactory
resolution of the case, the USTR may invoke the conciliation and formal
dispute settlement provisions (arts. 17 and 18) of the Subsidies Code. ﬁ/ The
Code provides certain time constraints for each of these steps in the
process. At the same time, pursuant to section 304 of the act, the USTR was
to recommend to the President what action, if any, he should take in this
case. 5/

1/ 47 F.R. 10107. ,

27 The Specialty Steel Industry of the United States subsequently filed a
new section 301 petition challenging subsidies bestowed on specialty steel
producers in Belgium; this petition was accepted by USTR.

3/ 19 U.S.C 2413.

%/ 1Ibid.

5/ 19 U.S.C. 2414. Ad



Nature and Extent of Alleged Bounties and Grants

The allegations in this petition concerning subsidies are based largely
on the final determination of the Department of Commerce in its investigation
of countervailable subsidies bestowed by the British Government on carbon
steel products. 1/ The petition agrees in principle with, but does not
necessarily accept, all the conclusions reached by Commerce in that

determination.

The following subsidies are alleged to exit, and are allegedly

as applicable to the production of stainless steel sheet, strlp and plate as
they are to the production of carbon steel products:

(1)

(2)

(3)

(4)

Government Equity Infusions.—-—-These involve conversion of

capital debt to equity, and grants by the British Government to
British Steel Corp. (BSC) in the form of public dividend capital
or new capital. As with any government equity investment in a
company, the determination of whether such investment
constitutes a subsidy hinges on the nature of the investment at
the time it was made. The Department of Commerce has found that
BSC, at least for certain time periods, was not a sound
investment. These equity infusions constitute subsidies with an
estimated ad valorem rate of 15.88 percent.

National Loan Fund Loans.--These involve amounts the British

Steel Corp. was authorized to borrow from the National Loan
Fund. Subsequently, all outstanding loans were converted into
equity. The Department of Commerce treated two loan conversions
as additional equity investments, found the second equity
infusion to BSC to be made without commercial considerations,
and determined that a subsidy of 2.21 percent ad valorem was
conferred.

Industrial Development Loans from the European Coal and Steel

Community (ECSC).--The ECSC borrows on world capital markets at
interest rates that are lower than those which would be
available to European steel companies. When the ECSC relends
these borrowed funds to the company without increasing the
interest rate, the difference between the lower interest rate
and the rate otherwise available to the steel company is a
benefit to that company. The Department of Commerce determined:
that British Steel Corp. benefited by such loans, and that the
subsidy for the most recent period was 0.26 percent ad valorem.

Loans from the European Investment Bank.--The European

Investment Bank obtains funds by selling debt instruments on
world markets and by earnings on investments. Be<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>