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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-88 (Final)

CARBON STEEL WIRE ROD FROM VENEZUELA

Determination

On the basis of the record i/ developed in the subject investigation, the
Commission determines, pursuant to section 735(b)(1l) of the Tariff Act of 1930
(19 u.s.c. § 1673d(b)(1)), that an industry in the United States is not
materially injured or threatened with material injury, and that the
establishment of an industry in the United States is not materially retarded,
by reason of imports from Venezuela of carbon steel wire rod, provided for in
item 607.17 of the Tariff Schedules of the United States, which have been
found by the Department of Commerce to be sold in the United States at less
than fair value (LTFV). Accordingly, pursuant to section 734(f)(3)(A) of the
Act, the suspension agreement entered into by CVG-Siderurgica del Orinoco C.A.
and the Department of Commerce shall have no force or effect and investigation

No. 731-TA-88 (Final) is hereby terminated.

Background

The Commission instituted this investigation effective July 23, 1982,
following a preliminary determination by the Department of Commerce that
carbon steel wire rod from Venezuela is being sold or is likely to be sold in
the United States at LTFV. ©Notice of the institution of the Commissicn's
investigation and of a public hearing 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 on August 4, 1982 (47 F.R. 33815). The hearing was

held in Washington, D.C., on September 23, 1982, and all persons who requested

the opportunity were permitted to appear in person or by counsel.

l/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR § 207.2(i), 47 F.R. 6190, Feb. 10, 1982).






VIEWS OF THE COMMISSION
Based on the record in this invesfigation, we conclude that an industry
in the United States is not materially injured or threatened with material
injury, and that the establishment of an industry in the United States is not
materially retarded, 1/ by reason of imports of carbon steel wire rod from

Venezuela, which are being sold at less than fair value.

Procedural background

On February 8, 1982, a petition was filed by six domestié producers of
carbon steel wire rod which alleged that the domestic carbon steel wire rod
industry was being injured by subsidized imports of carbon steel wire rod from
Belgium, Brazil, and France and less-than-fair-value imports of wire rod from
Venezuela. On February 10, 1982, the Commission instituted ipvestigations op
carbon steel wiré rod from Belgium (701-TA-148), Brazil (701-TA-149), France
(701-TA-150), and Venezuela (731-TA-88).

On July 14, 1982, and July 23, 1982, the Department of Commerce published
its preliminary affirmative determinations in those cases. In response to
Commerce's preliminary determinations, the Commission insti;uted final
investigations regarding imports of carbon steel wire rod from Belgium,
Brazil, France, and Venezuela. A public hearing was held on September 23,
1982. On September 27, 1982, and on October 7, 1982, Commerce suspended its
investigations regarding»imports from Brazil and Venezuela respectively on the
basis of suspension agreements, and accordingly, the Commission suspended its

investigations on those imports.

}/ Material retardation is not an issue in this case.



4
On October 27, 1982, CVG-Siderurgica del Orinoco C.A. (Sidor) the sole
Venezuelan producer, requested the Commerce Department to continue the
antidumping investigation on Venezuelan wire rod pursuant to section 734(g)(i)
of the Tariff Act of 1930. Accordingly, on November 17, 1982, the Commission
issued a notice announcing the continuation of the investigation. On December

30, 1982, the Commerce Department issued its final LTFV determination.

Domestic industry

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry”
as fhe "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.” 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.

Both imported and domestic éarbon steel wire rod are hot-rolled,
semifinished, coiled products of solid, round cross section, not under 0.20
inch nor over 0.74 inch in diameter which are produced in a variety of
differentbgrades, sizes and qualities. Essentially all of the imported carbon
steel wire rod from Venezuela is low carbon steel wire rod.

There are three types of carbon steel wire rod based on carbon content:
low, medium-high, and high carbon steel wire rod. The domestic industry
produces all three types. Each of these types has distinct characteristics
and uses. 2/ Based on the information gathered in this and other

investigations on this product, we conclude that low, medium~high, and high

2/ See Report at A-5.
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carbon steel wire rod can be considered three separate like products. 3/
However, domestic producers were not able to break out their data on the basis
of low, medium-high, and high carbon steel wire rod because of the way in
which their records are kept. 4/ Since available data do not permit the
identification of these separate like products, the effect of the imports
allegedly sold at less than fair value is assessed under section 771(4)(I) of
the Act by examination of the production of the narrowest group which includes
the like products for which the necessary information can be provided. The
narrowest group of products which includes the like products is all carbon

steel wire rod. Thus, the domestic industry consists of the producers of all

carbon steel wire rod. 5/

No material injury by reason of LTFV imports

Under section 735(b) of the Tariff Act of 1930, as amended, the
Commission is required to determine whether an industry in the United States
is materially injured or threatened with material injury by reason of imports

of merchandise which were found to be sold at less than fair value by the

3/Within the low carbon category, continuous cast and rimmed wire rod can be
dfgtinguished to some degree on the basis of characteristics and uses. Since
cast rod is substitutable for rimmed rod in all but five percent of the end
use applications, we conclude that cast rod is like rimmed rod and domestic
producers of both products should be considerecd as part of the domestic
industry. See Report at A-4. The domestic producers accounting for the
majority of U.S. production also informed the Commission that they could rot
break out their data on the basis of cast and rimmed wire rod.

4/ See Carbon Steel Wire Rod from Belgium, Brazil, France and Venezuela,
Inv. Nos. 70I-TA-148, 149 and 150 and 7/31-TA-88, hearing trapscript at p.
122. The domestic producers gave the Commission general estimates of low,
medium-high, and high carbon steel wire rod production, but these estimates
were not based on actual figures.

5/ This is the same industry definition used by the Commission in Carbon
Steel Wire Rod from Brazil and Trinidad and Tobago, Inv. Nos. 731-TA-113 and
114 (Preliminary), USITC Pub. 1316 (1982).
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Department of Commerce. In reaching its determination, the Commission must
consider, among other factors, the volume of imports, the effect of imports on
prices in the United States for the like product, and the impact of such
imports on the relevant domestic industry.

With respect to the condition of the domestic industry, we recently found
that the industry as a whole was experiencing material injury. é/
Nevertheless, we cannot find that Venezuelan imports are a cause of the
material injury.

Imports of carbon steel wire rod from Venezuela rose from O in 1979 to
approximately 5,000 tons in 1980, and again rose to over 25,000 tons in 1981.
Venezuelan imports, however, ceased in August 1981. Consequently, there have
been no imports of carbon steel wire rod from Vepezuela for the last 18
months. Zy

At their peak in January-June 1981, imports of carbon steel wire rod from
Venezuela comprised less than 6 percent of total imports. TFor the period
January-June 1981, imports of wire rod from Venezuela accounted for 0.7
percent of apparent U.S. consumption and 1.1 percent of apparent U.S.
non—captivé consumption.

During the period when imports of carbon steel wire rod from Venezuela
were at their peak, domestic commercial shipments were at their highest level

for any period under investigation. 8/ 1In addition, there is no correlation

é/fFor a more detailed analysis of the condition of the domestic industry,
See Certain Carbon Steel Wire Rod from Brazil and Trinidad and Tobago, Inv.
Nos. 731-TA-113 and 114, USITC Pub. 1316 (1982)

7/ Imports of wire rod from Venezuela did pot follow the trends of imports
of other countries under investigation.

8/ Based on annualized shipments.
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between imports of wire rod from Venezuéla and the performance of the domestic
industry. The domestic nonintegrated wire rod producers which account for
approximately 62 percent of domestic production showed a net profit of $8.6
million in January-June 1981, the period in which imports of wire rod from
Venezuela were at their greatest. The same producers recorded a nef loss of
$4.0 million in January-June 1982 when there were no imports of wire rod from
Venezuela.

The Commission received information concerning weighted average delivered
prices paid by purchasers of standard quality low-carbon steel wire rod
produced in the United States and imported from Venezuela. Thé prices for
imports from Venezuela exceeded the average price of U.S.-produced wire rod in
the periods for which information was available. 2/

A further analysis of the pricing data indicates that the average price
of standard quality low carbon steel wire rod imported from Venezuela rose
during the two quarters for which pricing information was available. The
price of similar domestically-produced wire rod rose during the same period.

Although price has consistently been listed as the primary consideration
in purchasing low-carbon, standard quality wire rod, the pbysical
characteristics of the wire rod are important. Wire rod from Venezuela was
noted by many purchasers to be of superior quality than that offered by
petitioners. The primary difference between the imported rod and the domestic

rod produced by petitioners is that Sidor uses a relatively minor amount of

9/ It should be noted that a majority of Venezuelan imports were sold to
only three customers who have a well established practice of purchasing their
wire rod from a variety of foreign and domestic sources. Additionally, a
substantial amount of those purchases were made in an area of the country in
which the petitioners transact very little business. See Report at A-53.
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scrap in the production of its wire rod, whereas petitioners primarily rely
upon scrap as their basic input. Decreased reliance on scrap as a primary
input results in a finished product of greater ductility, which may be of
significant importance to certain purchasers of wire rod.
Based on the foregoing, we determine that imports of carbon steel wire
rod from Venezuela have not been a cause of the material injury suffered by

the domestic industry.

No threat of material injury

To find threat of material injury, the Commission must find that the
threat is real and imminent and not based on a mere possiblity that injury
might occur at some remote future date. 10/

The last imports of Venezuelan wire rod occurred in August 1981, and,
accepting the petitioner's argument of a three month lag between sales and
shipments, we can reasonably assume that the last sale of carbon steel wire
rod occurred sometime in May 198l. It seems improbable that Sidor ceased
exports to the U.S. market as a result of an antidumping petition filed 9
months after that date. Additionally, based on the best information available
to the Commission, it appears that Sidor neither has the capability, nor the
intent to export wire rod to the United States for the next few years. 1}]

Sidor's capacity is 450,000 metric tons per year, but its actual
production has never exceeded about 150,000 metric tons. Sidor cannot

increase the effective utilization of its plant until at least 1985. Recause

10/ Alberta Gas Chemicals, Inc. v. United States, 515 F Supp. 780 (Ct Int'l
Trade 1981).

11/ Report at A-34.
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of its projected level of shipments of wire rod to Colombia, Venezuela will
continue to be a net importer of carbon steel wire rod. The State Department
has confirmed that Sidor is not able to satisfy the present Venezuelan demand
for wire rod. 12/
In light of these facts, we conclude that imports of carbon steel wire

rod from Venezuela are not a threat of material injury to the domestic steel

wire rod industry.

12/ See State Department memorandum, Exhibit A, Sidor brief, Oct. 6, 1982.
Petitioners cite an article appearing in the American Metal Market magazine in
which Venezuela has concluded an agreement with other Latin Americap countries
concerning the shipment of 100,000 metric tons of wire rod. We believe that
petitioners' argument that Venezuela will attempt to shift its exports of wire
rod from these countries to the United States is too speculative and does not
provide a sufficient basis for an affirmative decision.




10
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On February 8, 1982, a petition was filed by counsel on behalf of
Atlantic Steel Corp., Georgetown Steel Corp., Georgetown Texas Steel Corp.,
Keystone Consolidated, Inc., Korf Industries, Inc., Penn-Dixie Steel Corp., 1/
and Raritan River Steel Co. with the Commission and with the Department of
Commerce alleging that an industry in the United States is materially injured,
or is threatened with material injury, by reason of imports from Belgium,
Brazil, and France of carbon steel wire rod upon which bounties or grants are
being paid and by reason of such imports from Venezuela which are being sold
in the United States at less than fair value (LTFV). 2/ Accordingly,
effective February 8, 1982, the Commission instituted_breliminary material
injury investigations under sections 701 and 731 of the Tariff Act of 1930.

On March 18, 1982, the Commission determined that there was a reasonable
indication that an industry in the United States was materially injured or
threatened with material injury by reason of such imports.

The Department of Commerce published its preliminary affirmative
countervailing duty and antidumping determinations in these cases in the
Federal Register on July 14, 1982, and July 23, 1982, respectively. 1In
response to Commerce's preliminary affirmative determinations, the Commission
instituted investigations Nos. 701-TA-148 through 150 (Final) under section
705(b) of the act and investigation No. 731-TA-88 (Final) under section 735(b)
of the act to determine whether 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 subsidized
imports of carbon steel wire rod from Belgium, Brazil, and France, and/or LTFV
imports of carbon steel wire rod from Venezuela, respectively. 2/

On September 27, 1982, Commerce published its final affirmative
countervailing duty determinations on its investigations involving France and
Belgium. 4/ On the same date, Commerce issued a suspension agreement
negotiated with the Government of Brazil concerning carbon steel wire rod.
Similarly, a suspension agreement involving the Government of Venezuela and
exports of carbon steel wire rod was published on October 7, 1982. 5/ The
investigation concerning Brazil was suspended following a commitment by the

1/ Penn-Dixie was subsequently acquired by Continental Steel Corp., and is
now manufacturing wire rod under that name.

g/ The petition also alleged that the Governments of Argentina and the
Republic of South Africa subsidize the production or exportation of carbon
steel wire rod. However, the Commission is not conducting investigations on
these countries, because they have not signed the General Agreement on Tariffs
and Trade (GATT) subsidies code. ,

3/ Copies of the Commission's notices of the institution of final
countervailing duty and antidumping investigations are presented in app. A.

4/ Copies of Commerce's final affirmative subsidy determinations concerning
BéTgium and France are presented in appendix B.

Ej Copies of these suspension agreements are presented in app. C.

A-1
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Government of Brazil to offset completely, by means of an export tax, the
amount of net subsidy determined by the Department of Commerce to exist with
respect to the subject merchandise. The investigation involving Venezuela was
suspended following a commitment by SIDOR, the sole producer and/or exporter

in Venezuela of carbon steel wire rod, to discontinue exports of that product
to the United States.

On October 27, 1982, Commerce received a request from counsel for SIDOR
to continue the aforementioned antidumping investigation. Accordingly,
pursuant to section 734(g)(l) of the act, both Commerce and the Commission
continued their investigations. On November 3, 1982, counsel for the
petitioners notified Commerce and the Commission that they wished to withdraw
their petitions concerning carbon steel wire rod from Belgium and France.
Both Commerce and the Commission granted these requests effective that date. 1/

Other Commission Investigations Concerning
Carbon Steel Wire Rod

The Commission recently conducted two preliminary antidumping
investigations, Nos. 731-TA-113 and 114 (Preliminary), involving carbon steel
wire rod from Brazil and Trinidad and Tobago. The Commission made unanimous
affirmative determinations in both of these cases in November 1982. Commerce
is scheduled to issue its preliminary determination of LTFV sales by March 9,
1983.

The Product

Description and uses

For the purpose of these investigations, carbon steel wire rod is a
hot-rolled, semifinished, coiled product of solid, approximately round cross
section, not under 0.20 inch nor over 0.74 inch in diameter, which has not
been tempered, treated, or partly manufactured. Carbon steel wire rod can be
differentiated by its chemistry, diameter, and the process by which it is
manufactured. It is categorized by carbon-content levels based on
specifications provided by the American Iron & Steel Institute (AISI). These
categories are low-carbon rod (encompassing AISI grades 1006 through 1022,
with a maxium carbon content of 0.23 percent), medium-high carbon rod
(encompassing AIST grades 1023 to 1040, in which the carbon content varies
from 0.24 to 0.44 percent), and high-carbon rod (encompassing AISI grades 1041
through 1095, with a maximum carbon content exceeding 0.44 percent).

The traditional method of making wire rod is the ingot method, which is
employed most frequently by the integrated producers. g/ In this process, pig
iron and/or scrap steel are charged into basic oxygen, open hearth, or

1/ Copies of the Commission's notices of continuation and termination of its
final investigations are presented in app. D.

2/ Defined as those companies utilizing blast furnaces and whose principal
commercial activity is the production and sale of carbon steel products.

A-2
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electric furnaces. The resultant molten steel is poured into ladles which
transport the liquid steel to ingot molds (typically 3 to 4 feet square by 6
feet deep) into which the steel is poured and allowed to solidify. When
solid, the ingots are removed from the molds and placed in soaking pits for
uniform heating. From the soaking pits the ingot is gradually reduced
(rolled) into billets and then transfered to the rod mill.

Continuous casting (cast) is a newer method of converting raw steel into
billets. This process is used extensively by the nonintegrated wire rod
producers. Continuous casting is more efficient than the ingot method of
billet making, as it forms the billet directly from molten steel, bypassing
the need to form, reheat, and reduce ingots.

In the continous casting method, molten steel is transferred in preheated
ladles to the continuous casting facilities by overhead cranes. Here the
molten steel is poured into a receiving basin called the tundish, which
channels the molten steel into spigots. At this stage the steel is "killed" }/
with silicon or aluminum so that the molten steel is able to flow evenly
through the spigots and into the continuous casting molds. 1In the molds, the
steel is cooled by water sprays and partially solidifies into a moving strand
of steel 4 or 5 inches square. This strand proceeds to the end of the billet
preparation line and is cut into lengths of 40 to 50 feet. These billets are
normally cooled and stored before being rolled into wire rod.

The billet is converted into wire rod by a hot-rolling process. The
first step is the heating of the billet in the reheat furnace to uniform
temperatures of 2,200° F to 2,400° F. Billets are then moved into the
roughing, intermediate, and finishing stands which reduce them, at exiting
speeds of up to 15,000 feet per minute to predetermined diameters. A typical
billet will produce about 4.5 miles of 7/32-inch diameter wire rod.

After exiting from the last finishing stand, the rod is coiled into
concentric loops on a conveyor, which moves the hot wire rod along while it
cools. The speed at which the wire rod is cooled affects the formation of its
metallurgical structure, which may be varied according to the rod's intended
end use. The loops of wire rod are fed into various devices, depending on the
particular plant, and collect into coils which are compacted, tied, and
readied for shipment. The time span from the billet exiting the reheat
furnace to the loading of a finished coil may be as little as 10 minutes.

The two methods of billet making produce different types of steel, which
may be preferred or even specified by consumer of wire rod depending on the
wire rod's intended end use and the wire fabricators wire-drawing facilities.
Wire rod produced by the ingot process may be either "killed"” (deoxidized) to
retard the evolution of gases and segregation of residuals or "rimmed,"” in
which gas evolution and residual segregation are allowed to occur; cast steel
is of necessity always killed. 2/

1/ "Killed" is an expression used to describe steel to which deoxidizing
agents, such as aluminum or silicon, have been added in order to stop the
evolution of gases during cooling.

z/ Cast steel must be killed to prevent solidification of the molten steel
in the tundish as it is slowly being poured into the strand caster. See
transcript of the hearing, pp. 130 and 131. A-3
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Since the amount of oxygen dissolved in molten steel varies inversely
with its carbon content, ingot or cast steel intended for use in the pro-
duction of high-carbon wire rod can be readily killed or semikilled (in the
case of ingots) by the introduction of deoxidation agents, principally silicon
or aluminum. However, the lower the desired carbon content of the melt, the
higher the amount of deoxidation agents required to kill the steel. Besides
increasing the cost of the steel, the presence of the deoxidizing agents
results in a product higher in nonmetallic inclusions (residuals), which make
the resultant billet less ductile. Since the killing process also prevents
segregation of these residuals, a killed steel will be inherently less ductile
than a rimmed steel of the same carbon content, and conversely, will possess a
higher tensile strength. 1/ Thus, wire rod produced from continuous cast
billets, although more economical to produce, is sometimes not preferred by
customers for end-use applications where ductility is required or desired.
Rimmed wire rod, although it may sell for a premium over cast rod, gj can
provide a greater yield and normally results in less die wear for the wire
drawer. 3/

The differences between cast and rimmed wire rod, and the end-use
applications for which the rimmed rod is preferred or required, were discussed
extensively at the hearing in the instant case and in interested party
submissions. Data from these and other industry sources contacted by the
Commission indicate a consumer preference for rimmed wire rod in applications
where ductility is important. Such customers will weigh the price advantage
of the cast product against the workability and greater yield of the rimmed
product in making purchasing decisions. However, aside from consumer pre-
ference, there exist only limited end uses of wire rod that require the rimmed
product. These include very fine wire quality such as that used to make door
and window screens, certain chemistries of welding—-quality wire where control
of residuals (especially copper) is critical, and aluminum-killed wire used
for some industrial fasteners. These applications represent less than 5
percent of the total market for wire rod according to industry sources.

Carbon steel wire rod is distinguished by its chemical composition and
its method of manufacture. In all phases of production, various practices are
employed which determine the characteristics and quality of the finished
product. The internal structure, surface quality, and physical properties of
wire rod are affected by the method of casting the steel from which the rod is
made and by altering the chemical composition of the steel. Some common
qualities of carbon steel wire rod and their end-uses are discussed below.

1/ Raw steel may also contain higher residuals if it is the product of an
electric arc furnace, which utilizes scrap as a raw material instead of pig
iron produced in the blast-furnace process. The nonintegrated producers of
wire rod use the electric arc furnace exclusively.

2/ The premium charged for rimmed wire rod has been estimated to be $25 to
$30 per ton under normal market conditions. The premium decreases or is
eliminated in times of slack demand.

3/ Both rimmed and cast wire rod producers assert that through scrap
selection, enrichment of the charge with direct-reduced iron pellets, and
other practices, cast wire rod producers can make a rimmed steel substitute
with ductility approaching that of the rimmed product. However, such practices
increase the cost of cast rod, which lessens its cost advantage vis-a-vis XBF
rimmed product. Transcript of the hearing, pp. 126 to 130.
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Low-carbon rod is used where malleability is required. Typical uses are
in drawing into wire for wire mesh, home appliance shelving, shopping carts,
nails, screws and bolts, baling wire, and chain link fences. Standard
industrial quality rod and fine wire quality rod are low-carbon wire rod.
Some cold-heading quality, welding quality, and cold-finishing quality rod may
also be low-carbon rod. Low-carbon steel wire rod accounts for an estimated
60 to 65 percent of the U.S. market for carbon steel wire rod, with standard
industrial quality rod as the industry's mainstay. Standard industrial
quality steel rod is used primarily in the production of wire mesh, clothes
hangers, and chain link fences where the tolerances required of the product
are relatively low. Thus, because product differentiation is less signifi-
cant, standard industrial quality rod is a fungible product, and the market
for this product is highly competitive.

Medium-high carbon steel wire rod is used in applications where greater
strength and hardness is desired. Major end uses include bolts and screws,
snap-tie wire, bicycle spokes, and high-tensile balewire.

High-carbon rod is used where even greater strength is desired. Typical
uses include mechanical springs, upholstery springs, tire-bead, tire cord
wire, and bridge cables. Traditionally, high-carbon wire rod has sold at
higher prices than medium-high or low-carbon wire rod, and to different end
users.

The imported product

Approximately 94 percent of the wire rod imported from the cited
countries is low carbon rod. 1/ The producers of carbon steel wire rod in
France and Belgium receiving bounties or grants are integrated steel producers
that produce rimmed rod and cast rod in all grades and of all qualities. The
product imported from Brazil and Venezuela is generally a cast rod. 2/ Brazil
also has the capability to produce carbon steel wire rod of all grades and
qualities, but the bulk of South American exports to the United States
consists of "standard quality” rod. Imports from the cited countries
consisted of 60 percent rimmed rod and 40 percent cast rod in 1981.

The domestic product

U.S.-produced carbon steel wire rod (both rimmed and cast) is available
in all grades and qualities. However, based on estimates received from 14
major U.S. producers, shipments of carbon steel wire rod were approximately 61
percent low carbon, 10 percent medium-high carbon, and 29 percent high carbon
in 1981.

1/ Based on returns of Commission questionnaires accounting for 94 percent
of imports reported in the official statistics of the U.S. Department of
Commerce in 1981.

2/ Producers of carbon steel wire rod in Brazil and Venezuela generally use
less scrap metal in the production of their wire rod, which tends to increase
the ductility of their products. A5
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Approximately 40 percent of U.S. production of wire rod is consumed by
the manufacturer of the wire rod. These manufacturers further process the rod
into wire, nails, staples, and other wire products. The rest of the wire rod
is shipped to independent wire fabricators. Domestic production of carbon
steel wire rod consisted of 51 percent cast rod and 49 percent rimmed rod in
1981.

U.S. tariff treatment

Carbon steel wire rod is classified under items 607.14 and 607.17 of the
Tariff Schedules of the United States (TSUS). 1/ TSUS item 607.14 provides
for wire rod of iron or steel, other than alloy iron and steel, not tempered,
not treated, and not partly manufactured, and valued at not over 4 cents per
pound. However, because there have been no imports reported from the cited
countries for this item during 1979-81, it has been excluded from these
investigations. 1Item 607.17 provides for wire rod of iron or steel, other
than alloy iron and steel, not tempered, not treated, and not partly
manufactured, and valued at more than 4 cents per pound. As of January 1,
1982, the column 1 (most-favored-nation) rate of duty for item 607.17 was 2.0
percent ad valorem. 2/ As a result of a concession granted in the Tokyo round
of the Multilateral Trade Negotiations (MIN), this rate will be reduced on
January 1, 1985, to 1.9 percent ad valorem; no further reductions are
scheduled.

The column 2 rate of duty for item 607.17 is 5.5 percent ad valorem. 3/
Imports under this item are not eligible for duty-free treatment under the
Generalized System of Preferences (GSP). ﬁ/ However, imports from the least
developed developing countries (enumerated in general headnote 3(d) of the
TSUS) are assessed the preferential rate of 1.9 percent ad valorem, repre-
senting the full MTN concession rate.

1/ Prior to Jan. 1, 1980, carbon steel wire rod was classified under TSUS
items 608.70 and 608.71.

2/ In 1980 and 1981, the col. 1 rate of duty for item 607.17 was 0.25 cent
per pound. The col. 1 rates are applicable to imported products from all
countries except those Communist countries and areas enumerated in general
headnote 3(f) of the TSUS.

3/ The rate of duty in col. 2 applies to imported products from those
Communist countries and areas enumerated in general headnote 3(f) of the TSUS.

4/ The GSP, under title V of the Trade Act of 1974, provides duty-free
treatment for specified eligible articles imported directly from designated
beneficiary developing countries. GSP, implemented by Executive Order No.
11888 of Nov. 24, 1975, applies to merchandise imported on or after
Jan. 1, 1976, and is expected to remain in effect until January 1985.

A-6
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Nature and Extent of Bounties or Grants 1/
Belgium
The Department of Commerce determined, based on its final investigation,

that benefits constituting subsidies are being provided under the programs
listed below to manufacturers, producers, or exporters in Belgium of carbon
steel wire rod:

1. Capital grants;

2. Exemptions from real property tax;

3. Exemptions from capital registration tax;

4. Loans to uncreditworthy companies;

5. Equity participation by the Government of Belgium;

6. Assumption of financing costs;

7. Preferential loans;

8. 1Industrial investment loans from the European
Coal and Steel Community (ECSC);

9. Reimbursement of worker training costs;
10. Readaptation and retraining assistance; and

11. Funds for loss coverage.

The reorganized steel company, Cockerill-Sambre, is the only known Belgian
producer and exporter of carbon steel wire rod to the United States. Its
estimated net subsidy was 13.225 percent ad valorem.

Brazil

The Department of Commerce measured subsidization provided to the only
known Brazilian exporters of carbon steel wire rod, Companhia Siderurgica
Belgo-Mineira (Belgo-Mineira) and Companhia Siderurgica Da Guanabara
(COSIGUA), during the calendar year 1981, and preliminarily determined that
such subsidization amounted to 14.3 percent ad valorem. A suspension
agreement between Commerce and the Government of Brazil (GOB) in which the GOB
agreed to completely offset the benefits provided by the programs listed below
became effective on September 27, 1982.

l/ A complete discussion of bounties and grants may be found in app. B.

A-7
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1. IPI (Industrialized Products Tax) rebates for
capital investment:

2. 1IPI export credit premiums;

3. Preferential working capital financing for;
exports;

4. 1Income tax exemptions for export earnings; and

5. Benefits on machinery imported under the
Industrial Development Council program.

6. Accelerated depreciation for Brazilian-
made capital goods; and

7. Export credits provided through Resolution 68.

France

The Department of Commerce considered all French producers and exporters
of carbon steel wire rod, Societe des Acieries et Laminoirs de Lorraine
(Sacilor), Societe Metallurgique de Normandie (Normandie), and Union
Siderurgique du Nord et de 1'Est de la France (Usinor), in its measurement of
subsidization for calendar year 1981. Commerce found that the following

programs provide benefits which constituted subsidies in the production and
exportation of carbon steel wire rod:

1. Preferential financing including equity infusions;
2. Grants;
3. Certain labor-related aid; and

4. Research and development.

Commerce determined that these programs provide French producers of carbon
steel wire rod, with the exception of Normandie, with benefits totalling
14.223 percent ad valorem. Normandie was found to receive subsidies of 0.291
percent ad valorem, which is de minimis. Therefore, the suspension of
liquidation which Commerce ordered in its preliminary determination has been
terminated with respect to Normandie.

Nature and Extent of Sales at LTFV

The sole Venezuelan producer and exporter of carbon steel wire rod,
SIDOR, was found by Commerce to have sold carbon steel wire rod in the United
States at LTFV in 1980. This merchandise was shipped in 1981. Commerce
coupared foreign market value (defined as the price for such or similar
merchandise sold for consumption in the home market of Venezuela) with United
States price (defined as the actual purchase price of the imported product hyg
an unrelated purchaser). The comparison of these two figures resulted in a
dumping margin of 40 percent.
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Channels of Distribution lj

Wire rod is ordinarily sold directly from the mill to the customer, who
is almost always a wire drawer. The customer may either convert the wire rod
into wire for his own purposes or sell it as such for use in an estimated
150,000 different wire products. Thus, the U.S. demand for carbon steel wire
rod is dependent on the demand for wire products and the state of the overall
economy .

As noted later in this report, over 40 percent of total domestic
shipments of carbon steel wire rod is captively-consumed by the manufacturer
in the production of wire products. Therefore, wire rod producers owning wire-
fabricating facilities compete directly with their customers for sales to
consumers of wire products in numerous instances.

U.S. Producers

Total U.S. raw steel production in January-June 1982 was 43 million tons
(according to AISI statistics); carbon steel wire rod production, as reported
in the Commission's questionnaires, was 1.9 million tons. There are currently
16 firms which are known to produce carbon steel wire rod in the United
States. The following tabulation was compiled from data submitted in response
to questionnaires of the Commission and lists the carbon steel wire rod
producers, their plant locations, each firm's carbon steel wire rod production
capacity in 1981, and whether the firm is an integrated (I) or nonintegrated
(N) producer.

Capacity
Company Location(s) (1,000 tomns)

Ameron Corporation (N) Etiwanda, Calif. *kk
Armco, Inc. (I)-—--——- - Kansas City, Mo. k%
Atlantic Steel Corp. (N)—————————————- Atlanta, Ga. *kk
Bethlehem Steel Corp. (I) Johnstown, Pa. *kk

Sparrows Point, Md.
CF&I Steel Corp. (I) —-— Pueblo, Colo. *k%
Charter Rolling (N)-———————————————— e Saukville, Wis. *kk
Georgetown Steel 1/ (N) Georgetown S.C. Kk

Beaumont, Tex.
Jones & Laughlin Steel, Inc. (I)-————- Aliquippa, Pa. 2/ *k*
Keystone Consolidated Ind., Inc. (N)-- Peoria, T1ll. T k&%
Laclede Steel Co. (N) Alton, I11. *kk
Northwestern Steel & Iron Co. (N)-———- Sterling, Il11. k%
Penn-Dixie Steel Corp. (N)-——————————v Kokomo, Ind. k%
Raritan River Steel Co. (N)—-—=——=——=———— Perth Amboy, N.J. *kk

See footnotes at end of tabulation.

1/ A more detailed description of marketing practices and the pricing of
wire rod is presented in the pricing section of this report.

A-9
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Capacity
Company Location(s) (1,000 toms)
Republic Steel Corp. (I)- S. Chicago, Ill. Kk
Roblin Steel Co. (N)———=———————emmeee N. Tonawanda, N.Y. *kk
United States Steel Corp. (I)-———-——-- Cuyahoga, Ohio *kk

Fairless Hills, Pa.
Joliet, I11.

l/ Includes Georgetown Texas Steel Corp. and Georgetown Steel Corp., both
owned by Korf Industries.

2/ Jones & Laughlin closed its wire rod facilities in October 1981.

In 1981, domestic producers operated approximately 20 establishments in
which carbon steel wire rod was produced. These plants are scattered
throughout the United States, but are concentrated in the Great Lakes area and
in Pennsylvania. Six of the firms are fully integrated producers, four are
specialty steel producers, and the remaining companies are minimills. Of the
total U.S. production of carbon steel wire rod in 1981, the integrated steel
producers accounted for 43 percent, the minimills, for 38 percent, and the
specialty steel producers, for 19 percent.

Production capabilities vary among the domestic producers in respect to
the manufacture of rimmed and cast carbon steel wire rod. The following
tabulation was compiled from data submitted in response to questionnaires of
the Commission and presents each producer's current production capabilities.

Wire rod production

Company Rimmed Cast
Ameron Corp-—-———————————————————-———————— X
Armco, Inc--——--—-————-———— X X
Atlantic Steel Corp——- ——- - X
Bethlehem Steel Corp------—————=——=—————- X
CF&I Steel Corp————==—=—=——===——=——=————— X X
Georgetown Steel---———-———-——————mm—— oo X
Keystone Consolidated-——————————=———me——m X X
Laclede Steel Co-————-——————————m———————- X
Northwestern Steel & Iron Co-——————————== X
Penn-Dixie Steel Corp-———-—-——=——————————— X
Raritan River Steel Co———~-————————==———- X
United States Steel Corp-——-—————==———————- X

U.S. Importers

Information provided by the U.S. Customs Service identifies
approximately 25 importers of carbon steel wire rod from the countries whose
imports are the subject of these investigations. 1In general, the bulk of
exports from the subject countries entered the United States through one or
two importers. In the cases of France and Belgium, the major importers were
also related to major steel producers in those countries. Some imports of the

product were entered by trading companies, which import carbon steel wire rod[x10
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from a number of sources, and a few importers are manufacturers of wire and
wire products. Major importers of carbon steel wire rod from the subject
countries during October 1979-February 1982 are listed in the following
tabulation:

Country Importing firm
Belgium———————=———— e %

% % % %
* ¥ A ¥ ¥
% % % % *

Brazil-———=—————m e * % %
* x %
*x % %
France——————=——=———mmm—— ok ok
* % %
* % %
*x % %
X k %
Venezuela—————==——=————————m——————— * % %
* k %

The Question of Material Injury

U.S. production, capacity, and capacity utilization

The Commission requested specific information on U.S. producers'
operations on low, medium-high, and high-carbon steel wire rod in its
questionnaires. Returns indicated that such data are not available on
employment, financial experience, shipments, or inventories. The percentage
distribution of production, by carbon content, is presented in the following
tabulation (in percent of total production): }/

Ingot or
Carbon content rimmed steel Cast steel Overall
LoW=———mm e e 53 70 61
Medium-high---——-————-—- 16 4 10
High=—————mmmm oo 31 26 29
Total-————=~—————m— e 100 100 100

1/ Producers were generally able only to estimate their production of wire
rod based on carbon content (low, medium-high, or high) and type (rimmed or

cast). Also, transcript of the hearing, see p. 122. Al
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U.S. production of carbon steel wire rod declined from 1979 to 1981, from
5.3 million to 4.7 million tons, or by 11 percent. The decline in production

in January-June 1982 compared with that in the corresponding period of 1981
was sharper, at 30 percent (table 1).

Table 1.--Carbon steel wire rod: U.S. production, by types of firms, 1/
1979-81, January-June 1981, and January-June 1982

January-June--—

Type of firm “1979 Y 1980 ¢ 1981 ,
‘ ' ' 1981 ° 1982

Production (short tons)

Integrated producers———— 3 172,237 :2,359,494 :2,197,839 :1,224,520 : 671,906
Nonintegrated pro- : : : :

ducers-——=————————————: 2 159,032 :2,139,043 :2,524,754 :1,271,080 : 1,087,298

Total- ———- 15,331,269 :4,498,537 :4,722,593 :2,495,600 : 1,759,204

Percent of total

Integrated producers—-—-: 59.5 : 52.5 : 46.5 : 49.1 : 38.2
Nonintegrated pro- : : : : :
ducers——--———-————————- : 40.5 : 47.5 53.5 : 50.9 : 61.8

Total---——=————————- : 100.0 : 100.0 : 100.0 : 100.0 : 100.0

1/ Production data include responses from 14 firms.

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

Despite the closing of the Jones & Laughlin rod mill in October 1981, and

the closing of three rod mills operated by U.S. Steel in 1979 and 1981, U.S.
capacity to produce carbon steel wire rod increased over the period under
consideration (table 2), rising from 6.1 million tons in 1979 to 6.2 million
tons in 1981, or by about 2 percent. Production capacity dropped by about 9
percent in January-June 1982 compared with that in the first half of 1981.
This drop was caused by the shutdown of rod mills at * * * and * * *,

The recent increases in U.S. capacity are the result of modernizations
and expansions on the part of the minimills as well as the entry of Raritan,
the newest minimill. The capacity of the integrated producers declined by
more than 400,000 tons during 1979-81 and will decline by at least another
* * * tons in 1982 because of the closing of * * *,
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Table 2.--Carbon steel wire rod: U.S. production, production capacity, and
capacity utilization, by types of firms, 1/ 1979-81, January-June 1981,
January-June 1982

January-June--

Type of firm © 1979 ¢ 1980 1981 -
; : : 1981 | 1982

Production (short tons)

Integrated producers-—--:3,172,237 :2,359,494 :2,197,839 :1,224,520 : 671,906
Nonintegrated pro- : : : : :

ducers————-—-—=———————= :2,159,032 :2,139,043 :2,524,754 :1,271,080 : 1,087,298

Total-——————————-==—: 5,331,269 :4,498,537 :4,722,593 :2,495,600 : 1,759,204

Production capacity 2/ (short tons)

Integrated producers----:3,221,219 :2,852,565 :2,756,940 :1,490,033 : 1,235,034
Nonintegrated pro- : : : : :

ducers———————————————= :2,856,255 :3,106,255 :3,449,255 :1,714,628 : 1,674,378

Total-———-——————=——=: 6,077,474 :5,958,820 :6,206,195 :3,204,661 : 2,909,412

Capacity utilization (percent)

Integrated producers----: 98.5 : 82.7 : 79.7 : 82.2 : 54.4
Nonintegrated pro- : : : :

ducers———————————————=: 75.6 68.9 : 73.2 74.1 64.9

Total-——————————=——=: 87.7 75.5 : 76.1 77.9 60.5

1/ Data include responses from 14 firms.
2/ Capacity is defined as the greatest level of output a firm can achieve
within the framework of a realistic and sustainable work pattern. Aggregate

capacity is based on production facilities operating an average of 149 hours
per week, 50.5 weeks per year.

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

The distribution of U.S. production has also changed significantly during
the period under consideration. In 1979, the integrated steel producers
accounted for 59.5 percent of overall production. Their market share has
eroded to 38.2 percent of production in January-June 1982. The nonintegrated
producers have made increasing gains during the period under investigation.

Utilization of U.S. producers' capacity to produce carbon steel wire rod
declined during the period under consideration from 88 percent in 1979 to 76
percent in 1981, and plummetted in January-June 1982 to 61 percent. Capacity
was defined as the greatest level of output a firm could achieve within the
framework of a realistic and sustainable work pattern. Several firms were
able to produce more than their stated capacity in 1979 by reducing the time
allowed for maintenance work. Additionally, many of the integrated prodqgggs
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reported annual capacity for wire rod by allocating a predetermined amount of
steelmaking capacity to wire rod based on projections of sales of wire rod for
that year. Some integrated firms reported production 10 to 15 percent above
stated capacity in 1979. However, such a work pattern could not be continued
on a sustained basis.

U.S. producers' shipments

U.S. producers' commercial shipments 1/ have increased slowly over the
period under consideration from 2.8 million tons in 1979 to 2.9 million tons
in 1981 (table 3). However, this does not reflect a uniform trend among all
U.S. producers of carbon steel wire rod. The commercial shipments of the
integrated producers totaled 1.9 million tons in 1979. By 1981, the integ-
rated producers' commercial shipments had declined by 28 percent to 1.3 million
tons.

The integrated producers' share of commercial shipments fell from 67.1
_percent in 1979 to 35.3 percent in January-June 1982. During the same period
the average unit value of the integrated producers rose by 22.2 percent from
$356 per ton to $435 per ton. At the same time, the average unit value of the
nonintegrated producers' declined unevenly from $350 per ton to $345 per ton.
However, both integrated and nonintegrated producers experienced sharp
declines in sales in January-June 1982 as compared with those in the
corresponding period of 1981. Commercial shipments by the nonintegrated
producers fell 9.5 percent while commercial shipments by the integrated
producers plunged by 55.2 percent.

Monthly data on U.S. producers' net shipments of carbon steel wire rod
for 1981 and January-June 1982 were available from AISI. These data are
presented in figure 1. The data show an increase in U.S. producers' shipments
from January to March 1981, but a general deciine for the remainder of 1981
and into 1982. U.S. producers' net shipments in 1982 were less than those in
1981 for all months.

U.S. exports

Data on U.S. producers' exports of carbon steel wire rod are presented in
table 4. These data indicate that, with the exception of 1980, U.S.
producers' exports have not represented a significant portion of their overall
sales. 1In 1980, U.S. producers' exports totaled 246,495 tons and accounted
for 8.9 percent of U.S. producers' commercial shipments. According to
official statistics of the U.S. Department of Commerce, 36 percent of U.S.
exports of carbon steel wire rod went to Mexico, 32 percent went to Canada,
and 20 percent, to the People's Republic of China in 1981.

1/ About 50 to 60 percent of U.S. producers' total shipments of carbon steel
wire rod consist of commercial shipments. The remainder is consumed
internally in the production of other products. Data on total shipments are
presented in the section of this report on apparent U.S. consumption.
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U.S. producers' commercial shipments, 1/
by types of firms, 1979-81, January-June 1981, and January-June 1982 g/

January-June--—

Type of firm 1979 1980 1981
1981 1982
Quantity (short tons)
Integrated producers----:1,856,822 :1,612,573 :1,331,028 : 810,771 : 363,252
Nonintegrated pro- : : : : :
ducers-—---==—====—~——: 909,369 :1,160,056 :1,543,293 ; 734,156 : 664,338
Total———————=——==——- 22,766,191 :2,772,629 :2,874,321 :1,544,927 : 1,027,590
' Value (1,000 dollars)
Integrated producers----: 660,444 : 577,497 537,414 : 321,943 158,160
Nonintegrated pro- : : :
ducers-—---———=—==—————: 318,517 : 372,839 : 520,069 ; 251,349 : 228,899
Total-————————=———mm—: 978,961 : 950,336 :1,057,483 : 573,292 : 387,059
Average unit value (per short ton)
Integrated producers—---: $356 $358 $404 $397 $435
Nonintegrated pro- : :
ducers—-——=—=——===—m——m : 350 321 : 337 342 345
Total-—————————=—--——: 354 343 368 : 371 : 377
Percent of total quantity
Integrated producers-—-—-—-: 67.1 58.2 46.3 : 52.5 : 35.3
Nonintegrated pro- : : : :
ducers——————=—=——-——u—: 32.9 41.8 53.7 47.5 64.7
Total—————=—m———————: 100.0 100.0

100.0 : 100.0 : 100.0 :

l/ Noncaptive domestic sales plus exports.
2/ U.S. producers submitting usable data accounted for 98.3 percent of net
shipments of carbon steel wire rod in 1981 as reported by the American Iron &

Steel Institute.

Source:

U.S. International Trade Commission.

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

Compiled from data submitted in response to questionnaires of the
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Table 4.-—Carbon steel wire rod: U.S. producers' exports and total commercial
shipments 1/, 1979-81, January-June 1981, and January-June 1982

Producers’ Total :  Ratio of
Period : exports : commercial : exports to
shipments : shipments
§ m————— Short tons-—~——-——- : Percent
1979———=—m —————— e : 26,443 2,766,191 : 1.0
1980 : 246,495 : 2,772,629 : 8.9
1981----- ————— 3 84,126 : 2,874,321 : 2.9
January-June-—— : : :
1981-———————- ‘ : 18,728 : 1,544,927 : 1.
1982 - 10,844 : 1,027,590 : 1.]

l/’Noncaptive domestic sales plus exports.

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

Inventories

The quantity of U.S. producers' end-of-period inventories of carbon steel
wire rod fell by 9.8 percent from 1979 to 1980, but rose to 163,986 tons in
1981, representing an increase of 3.6 percent over the 1980 level. 1In each of
these years, however, end-of-period inventories were relatively stable as a
share of U.S. producers' total shipments of carbon steel wire rod (3.3 percent
in 1979, 3.5 percent in 1980, and 3.4 percent in 1981). Inventories, rose to
4.9 percent of shipments in January-June 1982, when they totaled 171,172 tons
(table 5).

U.S. importers' end-of-period inventories are shown in table 6. The data
show no inventories of carbon steel wire rod from Belgium, Brazil, or Vene-
zuela for 1979 and 1980 and declining inventories of carbon steel wire rod
from France from 1979 to 1980. 1In 1981, however, U.S. importers reported
significant inventories from Brazil and Belgium. Inventories from the four
cited countries totaled 14,931 tons and represented 8.8 percent of the imports
reported from these four countries.
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Table 5.-—Carbon steel wire rod: U.S. producers' end-of-period inventories
and total shipments, }/ 1979-81, January-June 1981, and January-June 1982

Producers'  Producers' Ratio of
End of period I . : . :inventories to
inventories shipments .
: : shipments
Do Short tons—-———---- : Percent
1979 - ———- : 175,497 : 5,386,953 : 3.3
1980-—~——=———————— e m : 158,296 : 4,537,926 : 3.5
1981----—- e L 163,986 : 4,767,594 : 3.4
June-- : : :
1981 == e 171,439 : 2,611,783 : 2/ 3.3
1982—————~—————m : 171,172 : 1,761,743 : Z/ 4.9

l/ Total shipments include intraplant and intercompany transfers as well as
total commercial shipments.
2/ Based on annualized shipments.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 6.-—Carbon steel wire rod: End-of-period inventories held by U.S.
importers and imports by these firms, by specified sources, 1979-81,
January-June 1981, and January-June 1982

Importers' Ratio of
Source and period . Imports :inventories to
inventories :
: imports
T Short tons—----—-- : Percent
Belgium: : - : -
1979 ——m e e kkk . *kk . Kk
1980 ————————m e : EX T I ET T kkk
1981~ *kk . k% . K%
January-June—— : : :
1981 ——— == e : ET T ET T Kk
1982~ e ey *kk . EX T Kk k
Brazil: : : :
1979~ e . *kk . kkk . Kk Kk
1980 —————— : *kk . *kk . Kk
1981 ————— S . *kk . *kk . Kkk
January-June-- : : :
198] ——— e e kkk . kxk fek%k
1982 m . k% . kkk . kkk
France: : : :
1979 e *kk . *kk . fedkk
1980 ~—m = e . ET TN kkk kkk
1981 e e e . LT T Kk . fekk
January-June-- : : :
1981~ —m k% . kkk . fekk
1982~ S *hk . khk k%
Venezuela: : : :
1979 - e kkk . Kkk K%k
1980————— — —_— _— *kk . kkk . kkk
1981 ———————m— e _— : E LT I EEL K% %k
January-June-— : : :
1981- ——— —_— . kkk . Kkk . *kk
1982 ———— : *kk . k% . 1) *k%
Total, specified sources: : : : -
1979-———-—————————mm o : 7,894 : 136,895 : 5.8
1980————————————m— e m e 4,485 : 130,135 : 3.4
1981————— ==~ e 14,931 : 170,226 : 8.8
January-June-- : : : HE
1981-——————— ooy 6,779 : 63,319 : 10.7
: 6.5

1982~=mmmmmmmmm e = T 5,327 : 81,846

1/ No imports in this period, hence, ratio is not applicable.

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

Apparent U.S. consumption of carbon steel wire rod, including captive
consumption, declined sharply from 1979 to 1980, but recovered somewhat in
1981 (table 7). Apparent U.S. consumption declined from 6.2 million tomns in
1979 to 5.4 million tons in 1981, or by 13 percent; consumption dropped by
over 28 percent in the first half of 1982 as compared to that in the corres-
ponding period of 1981.

Apparent U.S. noncaptive consumption of carbon steel wire rod has
followed a different trend from total U.S. consumption (table 8). Apparent
U.S. noncaptive consumption declined from 3.6 million tons in 1979 to 3.3
million tons in 1980, before recovering to 3.6 million tons in 1981. Such
consumption, however, declined almost 27 percent from that in January-June of
1981 to that in January-June 1982.

Table 7.--Carbon steel wire rod: U.S. producers' total shipments, imports
for consumption, exports, and apparent U.S. consumption, 1979-81, January-
June 1981, and January-June 1982

(In short tons)

January-June--

Item 1979 Y 1980 1 1981 :
: : : 1981 1982

U.S. producers' ship-

ments-——————————————--— :5,386,953 :4,537,926 :4,767,594 :2,611,783 : 1,761,743
Imports for consump- : : : : :

tion-———————-——-—-——-—- : 818,799 : 729,902 : 760,734 : 375,928 : 373,105
Exports———-——-——-==—-———=——: 26,443 246,495 : 84,126 : 18,728 : 10,844
Apparent U.S. consump- : : : :

tion-—~=———---—-——————— 6,179,309 :5,021,333 :5,444,202 :2,968,983 : 2,124,004

Source: U.S. producers' total shipments and exports compiled from data
submitted in response to questionnaires of the U.S. International Trade
Commission; imports for consumption compiled from official statistics of the
U.S. Department of Commerce.
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Table 8.--Carbon steel wire rod: U.S. producers' commercial shipments,
imports for consumption, exports, and apparent U.S. noncaptive
consumption, 1979-81, January-June 1981, and January-June 1982

(In short tons)

January-June--

Ttem ‘1979 ¢ 1980 ¢ 1981

1981 o 1982

U.S. producers' com-— : : : : :

mercial shipments----:2,766,191 :2,772,629 :2,874,321 :1,544,927 : 1,027,590
Imports for consump- : : : : : :

tion --: 818,799 : 729,902 : 760,734 : 375,928 : 373,105
Exports————————==——=———— : 26,443 : 246,495 : 84,126 : 18,728 : 10,844
Apparent noncaptive : : : : :

consumption—————====—-: 3,558,547 :3,256,036 :3,550,929 :1,902,127 : 1,389,851

Source: U.S. producers' commercial shipments and exports compiled from data
submitted in response to questionnaires of the U.S. International Trade
Commission; imports for consumption compiled from official statistics of the
U.S. Department of Commerce.

U.S. employment, wages, and productivity

The average number of all persons employed in U.S. establishments
producing carbon steel wire rod declined in each period under consideration,
from 114,429 in 1979 to 75,127 in January-June 1982, or by 34.4 percent
(table 9). The average number of production and related workers employed in
the production of carbon steel wire rod also declined, from 10,284 to 4,703,
or by 54.2 percent during the same period. The largest decline in each
instance was from January-June 1981 to January-June 1982,
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Table 9.--Average number of employees, total and production and related
workers, in U.S. establishments producing carbon steel wire rod, and
hours worked by and hourly wages and total compensation l/ paid to
the latter, 1979-81, January-June 1981, and January-June 1982

January-June-—

Item 1979 Y 1980 © 1981 ,
' : ' 1981 1982

Average employment:

All persons: : : : : :
Number-———====—=—=—== 114,429 94,349 90,746 : 94,766 : 75,127
Percentage change-—-: 2/ : (17.5): (3.8): 2/ : (20.7)

Production and related: : : : :

workers producing :
carbon steel wire :
rod: : : : : :
Number—--——=—=——=———==: 10,284 : 8,221 : 7,497 : 7,073 : 4,703
Percentage change---: 2/ : (20.1): (8.8): 2/ : (33.5)
Hours worked by produc- : : : : :
tion and related
workers producing
carbon steel wire
rod: : : : : :
Number----- thousands--: 20,764 16,111 : 14,852 : 8,225 : 5,502
Percentage change-----: 2/ : (22.4): (7.8): 2/ : (33.1)
Hourly wages paid to - : : : :
production and related:

workers producing

carbon steel wire rod:: : : : :

1,000 dollars--: 234,781 : 200,937 : 203,421 : 111,445 : 76,723

Percentage change-———-— : 2/ : (14.4): 1.2 : 2/ : (31.2)

Total compensation paid : - : : : - :

to production and

related workers pro-

ducing carbon steel

wire rod: : : : : :

1,000 dollars--: 303,053 : 266,555 : 274,719 : 149,904 : 106,348
Percentage change----- : 2/ : (12.0): 3.2 : 2/ : (29.1)

lj Includes hourly wages, contributions to social security, and other
employee benefits.
g/ Not available.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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The hours worked by production and related workers producing carbon steel
wire rod followed a trend similar to that of employment, declining from 21
million in 1979 to 15 million in 1981, or by 29 percent.

Hourly wages paid to production and related workers followed a slightly
different trend, declining from 1979 to 1980, but increasing slightly in
1981. Hourly wages, however, plunged in January-June 1982 compared with those
in the corresponding period of 1981, slipping by 31.2 percent. Hourly wages
paid to production and related workers producing carbon steel wire rod

accounted for an average of 75 percent of the total compensation paid to such
workers.

The productivity of the production and related workers in the carbon steel
wire rod industry varies significantly from producer to producer; however, the
trend is clearly upward (table 10). As mentioned earlier, it is extremely
difficult for multiproduct producers to accurately account for personnel and
materials devoted to carbon steel wire rod. Hence no attempt will be made to
address productivity on a company by company basis, or on an integrated/
nonintegrated producer basis.

Table 10.--Labor productivity, hourly wages, and unit labor costs in the
production of carbon steel wire rod, 1979-81, January-June 1981, and
January-June 1982

January-June--—

Item ‘1979 P 1980 P 1981

1981 ° 1982

Labor productivity: : : : :

Pounds per hour——-—----: 514 : 558 : 636 : 606 : 708

Percentage increase——-: 1/ : 8.6 : 14.0 : 1/ : 16.8
Hourly wages: _2_/ : - : : : - :

Per hour------—-—————- : $14.44 @ $16.54 :  $18.50 :  $18.23 : 19.33

Percentage change--——-: 1/ : 14.5 : 11.9 : 1/ : 6.0
Unit labor costs: : - : : : - :

Per ton——-—-—————————=—== : $57 : $59 : $58 $60 : $55

Percentage change---—-— : 1/ : 3.5 ¢ (1.2): l/ : (8.3)

1/ Not available.
.g/ Hourly wages includes fringe benefits provided to production and related
workers producing carbon steel wire rod.

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

Labor productivity increased during the period under investigation by
37.7 percent; the hourly cost of labor increased somewhat less at 33.9
percent. This discrepency between the growth in productivity and growth in
wages and fringe benefits, accompanied by a sharp decline in employment,
effectuated the aggregate diminution in unit labor costs.
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Financial experience of U.S. producers

Overall establishment operations.--Twelve producers of carbon steel wire
rod provided profit-and-loss data relative to the overall operatiouns of the
establishments or divisions within which such rod is produced. 1/ Total net
sales by these producers increased from $17.6 billion in 1979 to $18.6 billion
in 1981 (table 11). 1In the aggregate, the 12 firms derived about 7 percent of
the revenues of the overall establishment or division from the sale of carbon
steel wire rod.

The 12 firms sustained aggregate operating losses of $8 million in 1979,
and $658 million in 1980, and reported a profit of $266 million in 1981. The
results for January-June of 1982 were bleak, with an overall loss of over
$0.5 billion.

Operations on carbon steel wire rod.--The 12 firms which furnished
profit-and-loss data accounted for about 90 percent of total U.S. producers'
shipments of carbon steel wire rod in 1981. Their net sales of carbon steel
wire rod dropped by 12 percent between 1979 and 1980 but recovered to
$1.2 billion in 1981, nearly equalling the 1979 sales level (table 12).

The 12 firms' aggregated operations of carbon steel wire rod were profit-
able in 1979, but unprofitable for the remainder of the period under
investigation. The integrated producers sustained significant losses in every
period, losing as much as $56.8 million in 1980. 1In contrast, nonintegrated
producers showed operating profits in every period, except for January-June
1982, when they sustained operating losses of $4 million. The carbon steel
wire rod industry recorded a ratio of net operating loss to net sales of 9.2
percent in January-June 1982.

The ratio of cost of goods sold to net sales rose from 95 percent in 1979
to 101 percent in 1980, indicating that, in the aggregate, the 12 firms sold
carbon steel wire rod at less than the cost of production during 1980. 1In
1981, the ratio of cost of goods sold to net sales declined to 98 percent,
before once again rising to above 100 percent in January-June 1982. As a
whole, the carbon steel wire rod operations of the minimills * * * were the
most profitable operations of all; generally showing profits during 1979-81.

Cash flow from operations.--Cash flow generated by integrated producers
and nonintegrated producers from their operations producing carbon steel wire
rod are shown in table 13. Cash flow from overall operations ranged from a
low of ($9) million by the integrated producers in 1981 to a high of
$52 million for the nonintegrated producers in 1979.

1/ * * *,
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Table 13.--Cash flow for 11 U.S. producers' operations producing carbon
steel wire rod, by types of firms, accounting years 1979-81

(In thousands of dollars)
Ttem 1979 1 1980 1 1981

Integrated producers: : : :
Net operating profit or (loss)-———=————————-: 6,598 : (18,894): (23,129)

Depreciation and amortization---------- ———— : 11,397 : 12,282 : 13,905
Cash flow 1/——————=—————m e~ : 17,995 : (6,612): (9,224)
Nonintegrated E}oducers: : : :
Net operating profit or (loss)—————————————=—; 37,779 : 2,913 : 18,786
Depreciation and amortization-—----——=——————- : 13,946 : 14,686 : 18,863
Cash flow———————————m o : 51,725 : 17,599 : 37,649

Total cash flow-———-m—————————mm 69,720 : 10,987 : 28,425

}/‘Cash flow is understated to the extent that 1 large producer did not
supply depreciation and amortization data.

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

Investment in productive facilities.--Ten firms supplied data relative to
their investment in productive facilities during 1979-81. The ten firms'
investment, valued at cost, in facilities used in the production of carbon
steel wire rod increased by $64 million during 1979-81 (table 14). The book
value of such assets increased by $26 million. The relationship of operating
profit or loss to investment in productive facilities, whether valued at
original cost or book value, generally followed the same trend as did the
ratio of such profits to net sales, that is, the ratios declined from a high
in 1979 to a low in 1980, and recovered somewhat in 1981.

Table l4.--Investment in productive facilities by 10 U.S. producers of carbon
steel wire rod, as of the end of accounting years 1979-81

Item X 1979 . 1980 : 1981

Original cost-—————————mm—mmev 1,000 dollars--: 441,518 : 475,813 : 505,822
Book value-—————-——--m---mmm oo do----: 255,195 : 275,586 : 281,214
Operating profit or (loss)--—————~—-————- do—---: 43,294 :  (15,556): (4,035)
Ratio of operating profit or (loss) to-- : : :

Net sales———-—-—————==——-m———— e percent—-: 5.1 : (2.0): (0.4)

Original cost————~——~—-- s do-——-: 9.8 : (3.3): (0.8)

Book value~—————mmmmm e do———-: 17.0

(5.6): (1.4)

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Capital expenditures.--Fourteen firms supplied data relative to their
expenditures during 1979-81 for land, buildings, machinery, and equipment used
in the production of carbon steel wire rod. As shown in the following
tabulation, their aggregate capital expenditures rose from $16 million in 1979
to $40 million in 1981:

Capital expenditures
(1,000 dollars)

I £ T 15,804
1980- ——=- 37,747
1981 ~——— e e 39,723

Research and development expenses.--Only six producers supplied research
and development expenses relative to their carbon steel wire rod operations
during 1979-81. Such expenses are presented in the following tabulation:

Research and development
expenses
(1,000 dollars)

1979 ~—mmmmmm e ok
1) Hkk
1981-————===- Hkk

The Question of Threat of Material Injury

U.S. importers' inventories

In January-June 1982, U.S. importers reported significant inventories of
carbon steel wire rod only from Brazil. Inventories from all countries
subject to these investigations, along with their ratio to imports of
reporting firms, by countries, are shown in the following tabulation: g/

Ratio of inventories

Inventories to imports
Country (short tons) (percent)
Belgium——————=m=m—m— KKk Kk
Brazil-———=————— e %%k * k%
France ——————————————— *kk k%
Venezuela———————===—— *kk *kk
Total ————mmm e *kk TR

1/ Complete data on importers' inventories during 1979-81, January-June
1981, and January-June 1982, are presented in table 6. ‘
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Capacity of foreign producers to generate exports and the availability of
export markets other than the United States

Production of raw steel in Belgium, Brazil, France, and Venezuela totaled
53.9 million tons in 1981, or about 7 percent of total world production.
Production of raw steel by country is shown in the following tabulation.

Production 1/

Country (million tons)
Belgium— - 13.6
Brazil-—--————————=—= 14.6
France———-————======—= 23.5
Venezuela 2.2

3.9

}/ Source: World Steel in Figures, 1982, International Iron & Steel
Institute, 1982.

Belgium

Belgium was the 5th largest producer of raw steel in the European
Community and the 15th largest in the world in 1981, with total production of
13.6 million tons. The Belgian steel industry has undergone consolidation and
increased Government equity participation in recent years. As a result of an
extensive consolidation of independent steel producers, the Belgian steel
industry is now dominated by the integrated Cockerill-Sambre, which was formed
in mid-1981 by a merger of Cockerill and Hainaut-Sambre, the nation's two
largest steelmakers.

Cockerill-Sambre is the largest of the wire rod producers in Belgium,
accounting for over half the wire rod production in 1981. The other Belgian
producer of wire rod is Usines Gustave Boel, SA, a company which specializes
in the manufacture of small diameter wire rod.

Production of carbon steel wire rod in Belgium declined throughout
1979-81 (table 15) from * * * tons in 1979 to * * * tons in 1981, or by 10
percent. Concurrently, the capacity of firms in Belgium to produce carbon
steel wire rod increased from * * * million tons to * * * million tomns, or by
10 percent. Thus, the capacity utilization of producers of carbon steel wire
rod declined from * * * percent in 1979 to * * * percent in 1981. Total
exports of carbon steel wire rod from Belgium accounted for an average of 41
percent of production and decreased from * * * tons in 1979 to * * * tons in
1980, and declined further to * * * tons in 1981. Exports of carbon steel
wire rod to the United States accounted for 10 percent of total exports from
Belgium in 1979, 4 percent in 1980, and 7 percent in 1981.
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Table 15.--Carbon steel wire rod: Belgium's production, capacity, capacity
utilization, and exports, 1979-81, January-June 1981, and January-June 1982

.
.

January-June--—

Item © 1979 7 1980 1981

1981 ° 1982
Production : : : :

1,000 short tons--: *k% . *k%k . *k% . 1/ : 1/
Capacity————————-- do~——-: kk%k o kkk Xk o 1/ : 1/
Capacity utilization : : : - :

percent--: k% o kk%k *kk o i/ : 1/

Exports to--— : - -
United States- : : : : :

1,000 short tons—-: k% kkk o *kk . 1/ : 1/
European Community : : : :

Countries———--~ do-——-: *kk . *kk . k%% . 1/ : 1/

All other countries : : : - : -

do-—-——: *kk . *kk kk - 1/ . 1/

Total-—-—————- do——--: kkk . k%% . *%k% . 1/ : 1/

l/ Not available.

Source: Compiled from data obtained from U.S. Embassy, Brussels.

Brazil

The Brazilian steel industry produced 14.6 million tons of raw steel in
1981, ranking 13th among world steel-producing countries. This represented a
l4-percent decrease from production in 1980, when Brazil ranked 10th among
world steel producers.

Although there are reportedly 14 firms in Brazil which produced carbon
steel wire rod, 2 companies accounted for the bulk of the wire rod produced in
1981. These companies are COSIGUA and Belgo Mineira, 1/ with reported steel-
making capacities of * * * and * * * tons per year, respectively.

The Brazilian Government has pursued a Jong—~term policy of expansion of
the Brazilian steel wire rod industry. Additional carbon steel wire rod
productive capability is scheduled for 1982, when Siderurgica FI-EL and Mendes
Junior will be expanding their capacities by 275,000 tons and 700,000 tonmns,
respectively. 2/

Production of carbon steel wire rod in Brazil increased significantly in
1980, but declined in 1981 (table 16). Production increased from 1.3 million
tons in 1979 to 1.7 million tons in 1980, or by 31 percent. However,
production then declined to 1.4 million tons in 1981, or by 18 percent. The

l/ Belgo Mineira is wholly owned by the integrated Luxembourg steel producer
ARBED.

2/ Metal Bulletin, Aug. 19 1980, and Department of Commerce, "Brazil
Government Assistance to Plate Producers,” Nov. 11, 1981.
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Table 16.--Carbon steel wire rod: Brazil's production, capacity, capacity
utilization, and exports, 1979-81, January-June 1981, and January-
June 1982

January-June--

Item ‘1979 Y 1980 ¢ 1981

1981 o 1982
Production—--—- : : : : :
1,000 short tons—-: 1,283 : 1,675 : 1,371 : 644 750
Capacity————-—————— do———-: 1/ : 2,039 : 1,958 : 979 : 850
Capacity utilization - : : : :
percent——: 1/ : 82.1 : 70.0 : 65.8 : 88.2

Exports to-- : - : : : :

United States-— : : : : :
1,000 short tons--: 3 : 0 : 50 : 37 : 26

All other countries : : : :
do——--: 29 : 14 : 107 : 52 : 37

Total-—-—-——-———- do——--: 32 14 : 157 : 89 : 63

l/ Not available.

Source: Compiled from data obtained from U.S. Embassy, Rio de Janeiro.

capacity of firms in Brazil to produce carbon steel wire rod declined
slightly, by 4 percent from 1980 to 1981. The capacity utilization of
producers in Brazil declined from 82 percent in 1980 to 70 percent in 1981.
Total exports of wire rod from Brazil increased sharply in 1981, accounting
for 11 percent of total Brazilian production. Exports to the United States
accounted for 32 percent of total exports from Brazil in 1981.

France

France was the third largest producer of raw steel in the European
Community (and seventh in the world) in 1981, with total production of 23.5
million tons in that year. France's steel industry has undergone continued
consolidation and rationalization in recent years, with the result that it is
now dominated by two major groups, Usinor and Sacilor, both of which produce
carbon steel wire rod in their own facilities and through acquired
subsidiaries. On November 27, 1981, both Usinor and Sacilor were nationalized
by the French Government.

Of the two groups, Usinor is the larger, with a reported steelmaking
capacity in 1981 of 12.5 million tons, which represents a 23-percent decline
in such capacity from 1977. Usinor's capacity is projected to increase
marginally in 1982, and then remain constant at about 12.9 million tons
through 1984.

Sacilor maintained a reported steelmaking capacity of 4.4 million tons in
1981, which represents a 20-percent decline from that in 1977. Like Usinor,
A-31
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Sacilor's capacity is projected to increase marginally by the end of 1982,
then remain stable. Also like its counterpart, Sacilor will concentrate on
closing down antiquated facilities and expanding and modernizing others, which
should result in a more efficient, competitive steel group with a capacity
equal to or slightly less then late-1970's levels.

Another major producer of wire rod in France is Normandie, which was
formed by merger on Jan. 1, 1982, and on June 1, 1982, became owner of the
steelmaking facilities known as Societe Metallurgique et Navale Dunkerque-
Normandie. Normandie has a raw steelmaking capacity of 1.3 million tons, and
produced over 500,000 tons of wire rod in 1981.

Normandie, formerly a private sector steelworks, has now come under joint
control by Usinor and Sacilor, and although not legally merged, all three
companies are to be directed by a coordinating committee of the French
Government. l/

Together, the Usinor-—-Sacilor-Normandie Group will constitute Europe's
largest steel producer, with a combined raw steel capacity of over 18 million
tons per year. The group will also rank as the largest European producer of
wire rod, with an estimated 3.5 million tons of capacity in 1984 (or 16
percent of total European Community wire rod capacity). 2/

Production of carbon steel wire rod in France declined each year during
1979-81 from 2.9 million tons in 1979 to 2.6 million tons in 1981, or by 9
percent (table 17). The capacity to produce carbon steel wire rod in France
has also declined--from 3.8 million tons in 1979 to 3.5 million tons in 1981,
or by 8 percent. The capacity utilization of producers in France was 76
percent in 1981. Exports of carbon steel wire rod from France consistently
accounted for about 40 percent of production in France. Exports from France
declined from 1.2 million tons in 1979 to 1.0 million tons in 1981, or by 11
percent. Exports to the United States declined from 116,000 tons in 1979 to
95,000 tons in 1980 and remained the same in 1981. However, such exports
increased sharply between January-June 1981 and January-June 1982. Exports of
carbon steel wire rod to the United States accounted for 9 percent of total
exports from France in 1981, and 11 percent of total exports in the
January-June 1982.

1/ Metal Bulletin, "France Sets Up EEC's Biggest Steelmaker,” Apr. 6, 1982.
2/ Ibid., "State May Control French Mills-EEC, Apr. 23, 1982.
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Table 17.--Carbon steel wire rod: France's production, capacity, capacity
utilization, and exports, 1979-81, January-June 1981, and January-
June 1982

January-June——

Ttem ‘1979 % 1980 P 1981

1981 o 1982
Production——— : : : : :

1,000 short tons--: 2,899 : 2,797 : 2,647 : 1,294 : 1,253
Capacity——-—————=~—— do——--: 3,813 : 3,472 : 3,499 : 1,764 : 1,764
Capacity utilization _ : : : :

percent-—: 76.0 : 80.6 : 75.6 : 73.4 : 71.0
Exports to—-— : : : : :
United States- : : : : :
1,000 short tons--: 116 : 95 : 95 : 30 : 51
European Community : : : : :
Countries——--- do———-: 566 : 583 : 580 : 1/ : 1/
A1l other countries : : : : - : -
do-———-: 494 438 : 365 : 1/ : 1/

Total-——==———— do——--: 1,175 : 1,116 : 1,040 : 530 : - 458

. o .

Source: Compiled from data obtained from U.S. Embassy, Paris.

Venezuela

The Venezuelan steel industry produced 2.2 million tons of raw steel in
1981, which placed it 34th among the world's steel-producing countries. The
only producer of carbon steel wire rod in Venezuela is the state-—owned
enterprise--SIDOR.

SIDOR'S recent "Plan IV" capacity expansion program is an element of
Venezuela's industrialization program, which is built around a modern steel
industry. By the end of the 1980's, the national plan envisages Venezuela as
a heavy net exporter of raw steel and semifinished and finished products. 1/
For the present, however, SIDOR's capacity to produce wire rod is no more ‘than
80 percent of Venezuela's requirements. 2/ Consequently, Venezuela remains a
net importer of carbon steel wire rod.

SIDOR's production of carbon steel wire rod grew each year during 1979-81
(table 18), increasing from * * * tons in 1979 to * * * tons in 1981.
Production capacity, on the other hand, has remained fairly stable, at
about * * * tons. SIDOR's capacity utilization has increased from * * *
percent in 1979 to * * * percent in 1981. Total exports from Venezuela
declined from * * * tons in 1980 to * * * tons in 1981, or by 43 percent. In
contrast, exports to the United States have increased significantly. However,
counsel for SIDOR states that these exports consisted of a "one-time excess

lj See transcript of the conference in the preliminary phase of this
investigation, p. 149.

2/ Ibid.
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Venezuela's production, capacity, capacity
utilization, and exports, 1979-81, January-June 1981, and January-June 1982

January-June--—

Item o 1979 1980
’ 1981 1982
Production-——- : : :

1,000 short tons—-: kkk . *kk *kk k¥ * k%
Capacity —————————— do————: dekk . k% kk%k . kk%k . %% %
Capacity utilization : : :

percent_—: kkk . %k %k . k% . k% k%%
Exports to—- :
United States-— : : : :
1,000 short tons—-: *kk kkk *kk . *kk . Kk
All other countries : : :
do————: kkk . ki . kkk . *kk . * ke
Total-———————— do—-——-: L ) k% . *k% . *k % : %% %

l/ Not available.

Source: Compiled from data obtained from the U.S. Embassy, Caracas.

inventory disposal created through extraordinary sales by foreign producers
into Venezuela” and further that "SIDOR has no intention or capability of
selling wire rod to any user which may import it into the United States in the

range of the foreseeable future.” 1/

The Question of the Causal Relationship Between Subsidized

or Dumped Imports and the Alleged Injury

U.S. imports

The quantity of U.S. imports of carbon steel wire rod from all

declined from 1979 to 1980, but increased in 1981 (table 19).

U.sS.

declined slightly from 375,928 tons in January-June 1981 to 373,105
the first half of 1982. The value of total U.S. imports followed a

trend, although the increase in 1981 was relatively greater.

sources
imports
tons in
similar

The total value

of U.S. imports increased from $260 million in 1979 to $264 million in 1981,
or by 1.3 percent. The value of imports in January-June 1982 was 1.2 percent

below that in January-June 1981

1/ See letter addressed to Chairman Alberger dated Mar. 2, 1982.
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Table 19.--Carbon steel wire rod: U.S. imports for consumption, by principal
sources, 1979-81, January-June 1981, and January-June 1982

January-June--

Source f 1979 3 1980 f 1981 =
: : : 1981 o 1982

Quantity (short tons)

Canada~-~———-—————————— : 310,572 : 355,583 : 314,599 : 199,315 : 119,599

Japan-—————————————-— : 264,103 : 198,055 : 167,390 : 68,143 : 68,668
France-—-—-——————===——=: 98,267 : 93,138 : 101,921 : 44,291 : 58,290
Brazil-—————————=———m : 33 : 0 : 32,579 : 0 : 69,199
United Kingdom------=: 10,678 : 711 : 29,089 : 6,389 : 5,388
Venezuela———==—====—=: 0 : 4,461 : 25,443 : 21,026 : 0
Belgium———-—-—————=-—= : 30,697 : 20,012 : 21,547 : 11,589 : 6,703
Argentina———--———-——--- : 0 : 0 : 21,167 : 0 : 6,761
Republic of South : : : :
Africag——————————mem : 13,503 : 17,642 : 17,991 : 17,337 : 1,470
All other--——-—-=—=—=—-- : 90,945 : 40,300 : 29,008 : 7,838 : 37,027
Total-——————m——=- : 818,799 : 729,902 : 760,734 : 375,928 : 373,105
Value (1,000 dollars) 1/
Canada--——----—--------: 91,191 : 109,203 : 102,351 : 65,119 : 40,014
Japan——- -~ : 92,566 : 71,194 67,668 : 26,901 : 27,454
France————————==————v : 30,525 : 28,387 : 33,357 : 14,154 18,224
Brazil-————————==——==: 10 : - 10,553 : 0 : 21,757
United Kingdom——-———- : 3,754 : 289 : 11,875 : 2,908 : 2,499
Venezuela—————==—m——— : - 1,445 : 7,986 : 6,728 : 0
Belgium——--——-———————— : 9,141 : 6,014 : 6,749 : 3,572 : 2,187
Argentina-—--————-——-- : - - 7,063 : - 1,680
Republic of South : : : :
Africa——————-——=—-~ : 4,167 : 5,614 : 5,959 : 5,705 : 603
All other-——-——————u- : 28,723 : 13,301 : 10,003 : 2,967 : 12,077
Total-————————=—=~ : 260,079 : 235,447 : 263,564 : 128,054 : 126,495

See footnotes at end of table.
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Table 19.--Carbon steel wire rod: U.S. imports for consumption, by principal
sources, 1979-81, January-June 1981, and January-June 1982--Continued

January-June—-

Source © 1979 C 1980 G 1981 -
: ' : 1981  © 1982

Unit value (per short ton)

Canada—-— : $294 $307 : $325 : $327 : $335

Japan-——————————————- : 350 : 359 : 404 395 400
France———————=—==————=: 311 305 : 327 : 320 : 313
Brazil--————————————- : 307 : - 324 - 314
United Kingdom--—-——- : 352 : 407 : 408 : 455 464
Venezuela——————=—=—————: - 324 : 314 : 320 : -
Belgium——————=—=m———— : 298 : 301 : 313 : 308 : 326
Argentina—-——-—————-—~ : - - 334 : - 248
Republic of South : : : : :
Africag————-—=—=m—~—~ : 309 : 318 : 331 : 329 : ‘ 410
All other—-————~—=——==: 316 : 330 : 345 378 : 326
Average————————————=- : 318 : 323 : 346 : 341 : 339

Percent of total quantity

Canada-———-—-===—=—=—=—: 37.9 : 48.7 41.4 53.0 : 32.1
Japan-—————=——=—————-—: 32.3 : 27.1 22.0 18.2 : 18.4
France - 12.0 : 12.8 13.4 11.8 : 15.6
Brazil-—-———-————————- : 2/ : - 4.3 - 18.5
United Kingdom---—-——-: 1.3 1 3.8 1.7 1.4
Venezuela—-—————=———=——=1: - .6 : 3.3 5.6 : -
Belgium -- : 3.7 : 2.7 : 2.8 : 3.1 : 1.8
Argentina-—---——-——-—- : - - 2.8 : -1 1.8
Republic of South : : : : :
Africa-——-—————==——= : 1.6 : 2.4 : 2.4 4.6 : A
All other--—-—-—-—-- ———— 11.1 : 5.5 : 3.8 : 2.1 : 9.9
Total-——————————~: 100.0 : 100.0 : 100.0 : 100.0 : 100.0

1/ Landed, duty-paid value.
2/ Less than 0.05 percent.

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

Note. Because of rounding, figures may not add to the totals shown.
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Imports of carbon steel wire rod from Belgium declined from 30,697 tons
in 1979 to 21,547, tons in 1981, and fell even further, from 11,589 tons in
January-June 1981 to 6,703 tons in January-June 1982. Imports of carbon steel
wire rod from Belgium have comprised less than 4 percent of imports from all
countries during the period under investigation. :

Imports of carbon steel wire rod from Brazil have been sporadic, reported
~only in 1979, July-December 1981, and January-June 1982. During these periods,
such imports comprised less than 0.05 percent, 4.3 percent, and 18.5 percent
of total imports, respectively.

Imports of carbon steel wire rod from France increased as a share of
total U.S. imports from 12 percent in 1979 to 15.6 percent in January-June
1982. Imports from France increased from 98,267 tons in 1979 to 101,921 tonmns
in 1981, or by 3.7 percent, and then increased by 31.6 percent from
January-June 1981 to the corresponding period of 1982.

No imports of carbon steel wire rod were reported from Venezuela in
1979. However, imports from Venezuela increased from 4,461 tons in 1980 to
25,443 tons in 1981. Imports from Venezuela accounted for 0.6 percent of
total U.S. imports in 1980 and 3.3 percent in 1981. No imports from Venezuela
were reported for January-June 1982.

On a cumulated basis, imports from the four countries subject to the
Commission's investigation increased from 1979 to 1981 by 40.7 percent. Such

imports increased by 74.5 percent between January-June 1981 and January-June
1982 (table 20).

Monthly imports from Belgium, Brazil, France, and Venezuela have been
cumulated and are shown in figure 2 for 1981 and the first half of 1982.
Imports from the cited countries in 1982 were greater than imports reported in
1981 in four out of six months.

Market penetration of imports

As a share of total apparent U.S. consumption (including captive consump-
tion), U.S. imports of carbon steel wire rod from all sources increased from
13.3 percent in 1979 to 17.6 percent in January-June 1982 (table 20). As a
share of apparent U.S. noncaptive consumption, such imports increased during
the same period from 23.0 to 26.8 percent.

Imports of carbon steel wire rod from Belgium declined both as a share of
apparent U.S. consumption and as a share of apparent U.S. noncaptive
consumption during 1979-81. Imports from Belgium accounted for 0.5 percent of
U.S. consumption in 1979 and 0.3 percent in January-June 1982.

Imports of carbon steel wire rod from Brazil were insignificant or
nonexistent in 1979 and 1980. 1In 1981, imports from Brazil accounted for 0.6
percent of apparent U.S. consumption and 0.9 percent of apparent U.S.
noncaptive consumption; this figure rose to 3.3 percent of U.S. consumption
and 5.0 percent of noncaptive consumption in January-June 1982.
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Table 20.--Carbon steel wire rod: U.S. imports for consumption by selected

sources, 1979-81, January-June

1981, and January-June 1982

Source i 1979

January-June—-

1980 : 1981
’ ~1981 1982
Quantity (short tons)

Belgium-————=——==————=: 30,697 20,012 : 21,547 : 11,589 : 6,703
Brazil-———————m——————— 33 0 : 32,579 : 0 : 69,199
France-———-————=====——-==: 98,267 93,138 : 101,921 : 44,291 : 58,290
Venezuela————————-———- : 0 4,461 : 25,443 21,026 : 0
Subtotal-———-—————- :128,997 : 117,611 : 181,490 : 76,906 : 134,192
Argentina————-———————= : 0 : 0 : 21,167 : ~ 0 : 6,761

Republic of South : : : : :
Africa———----——-—-—-=: 13,503 : 17,642 17,991 : 17,337 : 1,470
Subtotal--————~——- :142,500 : 135,253 : 220,648 : 94,243 : 142,423
All other--—-——==—=———--:676,299 : 594,649 : 540,085 : 281,685 : 230,682
Total-——————=——-—- :818,799 729,902 : 760,734 : 375,928 : 373,105

: Ratio of imports to apparent
U.S. consumption (percent)

Belgium~— - 0.5 0.4 : 0.4 : 0.4 0.3
Brazil-——————=————————: 1/ - 0.6 : - 3.3
France-———---—-======= : 1.6 : 1.9 : 1.9 : 1.5 2.7
Venezuela——————=————=—w : - .1 .5 ¢ .7 -
Subtotal——————————: 2.1 : 2.3 : 3.3 : 2.6 6.3
Argentina-———————————— : - - N/ - 0.3

Republic of South : : : : :
Africa~—-——————m—e——m : 2 A4 ot Aot .6 0.1
Subtotal-————————- : 2.3 : 2.7 : 4.1 3.2 : 6.7
All other-—-————=====—m : 10.9 : 11.8 : 9.9 : 9.5 : 10.9
Total-—==—====————=:  13.3 : 14.5 : 14.0 : 12.6 : 1/.6

See footnote at end of table.
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Table 20.--Carbon steel wire rod:
sources, 1979-81, January-June 1981, and January-June 1982--Continued

A-39

U.S. imports for consumption by selected

.
.

January-June--

Source 1979 1980 1981
1981 1982
Ratio of imports to apparent U.S. non-
captive consumption (percent)

Belgium————————==————=: 0.9 0.6 : 0.6 : 0.6 : 0.5
Brazil-———————————————— 1/ - .9 - 5.0
France-- —— 2.8 2.9 : 2.9 : 2.3 4.2
Venezuela—~——=——=—===—m : -2 .1 : .7 1.1 : -
Subtotal-~—~—=———- : 3.6 3.6 : 5.1 : 4.0 : 9.7
Argentina—--——-——-———--- : - - 0.6 : - .5

Republic of South : : : : :
Africa : 4o .5 ¢ .5 .9 .1
Subtotal-—————===— : 4.0 : 4.2 6.2 5.0 : 10.2
All other-—————————=—- : 19.0 18.3 15.2 14.8 : 16.6
Total--———===—====: 73.0 775 7T.% 19.8 : 76.8

1/ Less than 0.05 percent.

Source:

Department of Commerce, and AISI data.

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

A-39
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Imports of carbon steel wire rod from France increased their share of
apparent U.S. consumption and apparent U.S. noncaptive consumption from 1979
to January-June 1982. As a share of total apparent U.S. consumption, imports
from France increased from 1.6 percent in 1979 to 1.9 percent in 1981l. As a
share of apparent U.S. noncaptive consumption, imports from France increased
from 2.8 percent in 1979 to 2.9 percent in 1981. 1In 1981, subsidized French
imports comprised 0.8 percent of total apparent U.S. consumption and 1.3
percent of apparent U.S. noncaptive consumption. In January-June 1982,
subsidized French imports accounted for 2.2 percent of total apparent U.S.
consumption and 3.3 percent of apparent U.S. noncaptive consumption.

Imports of carbon steel wire rod from Venezuela increased as a share of
both apparent U.S. consumption and apparent U.S. noncaptive consumption during
1979-81. There have been no imports of carbon steel wire rod from Venezuela
since 1981.

On a cumulated basis, imports of carbon steel wire rod from all four
countries increased their U.S. market penetration each year during 1979-81,
both as a share of total apparent U.S. consumption (2.1 percent in 1979 to 3.3
percent in 1981), and as a share of apparent noncaptive consumption (3.6
percent to 5.1 percent).

Monthly data on U.S. producers' net shipments and on U.S. imports from
selected sources are presented together in figure 3. "Selected sources”
represent the aggregated imports from Belgium, Brazil, France, and Venezuela.
"Net shipments"” represents U.S. producers' net shipments as reported by AISI.
Figure 4 illustrates the same data presented on a quarterly basis, but
additionally includes data for imports from all countries.,

Prices

Demand for carbon steel wire rod is dependent on the demand for wire and
wire products drawn or fabricated from the rod. Such products include
fencing, wire reinforcing mesh, welding rod, nails, bolts, springs, and other
articles used in construction and manufacturing. Demand for many of these
articles has been adversely affected by the recessionary period that began in
the last half of 1981. It is reported that, although all geographical areas
have not suffered either simultaneously or to an equal extent from the
recession, even once thriving markets have more recently shown declines in
demand for wire rod products. Wire drawers report that their sales have
declined since July-September 1981 by as much as 50 percent and that both they
and their customers are experiencing increased competition from foreign
suppliers of wire and wire products. 1/ Accordingly, there is in-
creased competition for the lower volume of business at all levels of
distribution and increasing downward pressure on transaction prices of wire
rod.

1/ See "Lost Sales"” section of this report.
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Prices of wire rod are generally quoted by producers based on established
list prices. Such prices are calculated from a base price set for a
particular standard type and quality rod with additional charges for different
carbon content, temper, surface characteristics, impurity level, or other
physical and chemical specifications. 1/ Such extra charges are generally
based on the cost of producing wire rod to meet customer requirements. It is
reported by producers that in times of more intense competition the premiums
attached to the extra processing are often subject to negotiation in any sales
arrangement, resulting in downward price adjustment. Producers state that,
beginning in late 1981 and continuing into 1982, wire rod falling within wide
ranges of specifications has been sold for essentially the same price owing to
competition for fewer orders in the marketplace. Producers allege that a
significant portion of this competition results from offerings in U.S. markets
of wire rod originating in the countries subject to these investigations.

Transaction prices of wire rod are also affected by the relative location
of suppliers to their customers. Freight costs are generally charged to the
customer's account, or are paid directly by the customer. However, it is
common, particularly during periods of slack demand, for producers to offer
allowances for certain freight costs. This practice, known as freight equali-
zation, provides that a customer will pay no more for shipping wire rod from
his actual supplier than he would for shipping from his closest potential
supplier. The difference between the actual freight charges and the equalized
charges is absorbed by the supplier. This practice, although not necessarily
affecting delivered costs to the customer, may significantly reduce the net
return realized by the producer of the wire rod. Accordingly, profits from
sales made to a distant customer located close to a competing producer may be
small or nonexistent. For these reasons, in periods of high demand producers
may choose not to seek orders from distant customers, whereas in periods of
slack demand such low margin sales may be desirable in order to minimize costs
per unit of production or to avoid shutting down a production line.

Since January 1979, the Producer Price Index for low-carbon steel wire
rod 2/ has increased by about 40 percent. Although the index shows similar
pricz'increases from yearend to yearend, the index remained relatively
constant from July 1981 to June 1982, indicating some moderation in increases
in list prices coinciding with declining demand during this recent period.
During January 1979-December 1981 the trigger price applicable to imports of
standard quality carbon steel wire rod increased by 22 percent, as shown in
the following tabulation (January-March 1979=100.0):

1/ Certain of these characteristics are a function of the method by which
the steel is produced as noted in the description and uses section of this
report. o

2/ The Producer Price Index of the U.S. Bureau of Labor Statistics is based
on reported list prices of standard quality, AISI designation 1008, hot-
rolled carbon steel wire rod, 7/32 inch in diameter, in coils, in quantities
of 20 net tons or more, f.o.b. mill to customer.
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Period Producer Price Index Trigger—-price index
1979:
January-March-——————=———-——— 100.0 100
April-June-——-—————————~— 108.3 100
July-September—-————=—————— 110.1 99
October-December-—————=———= 109.7 99
1980:
January-March-——————————-- 114.7 103
April-June-—---——————————= 118.0 1/
July-September-—--~---—--—- 118.7 1/
October-December—-———-———-—— 123.6 116
1981:
January-March-—-—-——=—=——-- 129.8 117
April-June—---———=——=————— 129.6 122
July-September-——-----—--- 139.0 122
October-December———---—~—- 139.2 122
1982:
January-March----—-———————- 139.6 1/
April-June------—————————- 139.5 1/

1/ No trigger price was in effect during this period.

The Commission requested data from U.S. producers and importers on prices
of five product categories of carbon steel wire rod. Domestic producers
provided weighted average prices realized f.o.b. their mill, net of all
shipping or other allowances; importers provided weighted average prices
f.o.b. their shipping point in the United States (generally landed, duty-paid
at the port of entry). Price data for two of the product categories (those
with the best data for analysis) are discussed below; indexes of prices for
the other three product categories are presented in appendix tables E-1
through E-3. Price data received from importers of wire rod from Brazil and
Venezuela were insufficient to construct indexes.

Standard quality low-carbon steel wire rod accounts for the largest share
of both U.S. production and of imports, and is generally considered by the
industry to be fungible for most applications. Parties to the investigations
agreed that the most intense price competition is found in wire rod fitting
this description. 1/ The Commission requested price data on small diameter
(7/32 inch to 27/6%4 inch) rod, AISI designation 1008.

Average net prices for small diameter standard quality wire rod reported
by both integrated and nonintegrated producers followed similar trends from
January 1980 through June 1982, ending at a lower level than in January 1980.
Prices reported by integrated producers generally showed smaller declines and
larger increases than those of nonintegrated producers (table 21). Integrated
producers' prices declined by 2.6 percent in late 1980 but increased by 10.1
percent in 1981. Prices then declined by 9.5 percent during January-June 1982

l/ Purchasers responding to the Commission's questionnaires overwhelmingly
rated price as their most important consideration. Quality was frequently
rated high in importance but only occasionally above price. A-45



A-46

to a level 3.2 percent below that of January-March 1980. Prices reported by
nonintegrated producers declined by 11.2 percent in July-September 1980 but
recovered through early 1981 to about the level of January-March 1980. Net
prices declined irregularly after June-1981, and in April-June 1982 were 5.9
percent below the level of early 1980.

Net prices of small diameter standard quality wire rod imported from
Belgium and from France also both declined in July-December 1980, followed by
increases in 1981. Although prices declined in late 1981 or early 1982, they
finished the period well above the level of January-March 1980 (table 21). 1In
October—-December 1981 prices of wire rod from Belgium reached a peak 27 per-
cent above the level of January-June 1980 before declining by 8.4 percent by
April-June 1982. Prices of wire rod from France peaked in January-March 1981
at 31.9 percent above the level of a year earlier, but then declined by year-—
end to a level 3.7 percent below that of early 1980. Prices of imports from
France then increased by 8 percent in January-March 1982, and again by 14.6
percent in April-June 1982.

Table 21.--Carbon steel wire rod: Indexes of weighted average prices of low-
carbon steel wire rod, lj 7/32 to 27/64 inch in diameter, realized by U.S.
producers and by importers of wire rod from Belgium and France, 2/ by
quarters, January 1980-June 1982

(January-March 1980 = 100.0)

U.S. producers

Period : ° Belgium France
: Integrated : Non- : :
: : integrated :

1980: : : : :
January-March-—-—-————==———- : 100.0 : 100.0 : 100.0 : 100.0
April-June-——————————————= : 98.9 : 100.9 : 108.0 : 115.4
July-September——————=————m : 97.7 : 89.8 : 97.7 : 110.0
October-December—-————-—=———-— : 97.4 92.4 : 93.3 : 97.2

1981: : : : :
January-March——————=mm——-- : 103.8 : 98.2 : 116.3 : 131.9
April-June - : 105.5 : 99.7 : 103.4 112.6
July-September———————————=: 106.6 : 98.2 : 118.2 : 112.9
October-December-———-——--- : 107.2 : 94.9 : 127.2 : 96.3

1982: : : : :
January-March-—-—--—-==~-————=: 98.6 : 97.4 : 124.3 : 104.0

April-June——————————-—————- : 96.8 : 94.1 : 116.5 : 119.2

1/ Standard quality wire rod, AISI specification C-1008.
2/ Data insufficient to construct indexes for prices of wire rod imported
from Brazil and Venezuela.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Weighted average net prices of the remaining four product categories for
which data were requested followed trends which were similar in some respects
to those of standard quality wire rod prices; these prices showed declines in
the latter part of 1980, increased in 1981 to levels at or above those of
early 1980, and declined somewhat in 1982. However, the changes which occurred
were not of the same magnitude for integrated producers as those for noninteg-
rated producers (table 22 and appendix tables E-1 through E-3). 1In each of
the four categories, integrated producers' prices in April-June 1982 were
higher than those of 1980 (by an average of 13 percent), although slightly
below the peak prices prevailing in 1981. Average net prices reported by
nonintegrated producers, however, increased in 1981 but did not generally
exceed the level of January-March 1980, and were lower in April-June 1982 than
in most of the earlier periods covered by these investigatioms.

Importers of wire rod from France reported prices for only two of these
four products; no prices were reported for sales of any of these four products
by importers of Belgian, Brazilian, or Venezuelan wire rod. Average prices of
French welding quality wire rod and of French high-carbon wire rod declined in
the last half of 1980, but have remained above the January-March 1980 level
throughout 1981-82, and were 10.6 percent higher in April-June 1982. l/

The Commission requested purchasers 2/ of U.S.-produced and imported
carbon steel wire rod to provide information on prices paid for wire rod,
including all costs associated with the delivery of the product to the
purchaser's plant. Thirty-four purchasers provided usable data, 3/ of which
the majority reported that their most common purchases were of low-carbon
steel (1008) standard quality wire rod with a diameter between 7/32 inch and
27/64 inch. 4/ Prices of domestically produced wire rod included those paid
for purchaség from both integrated and nonintegrated producers. Weighted
average prices reported are shown in table 23.

1/ Fluctuations in these averages are to some degree caused by changes in
praﬁuct mix. Because of the smaller quantities of imports in these categories
such changes have a relatively greater effect on the price index than occurs
with the price index for U.S.-produced wire rod.

2/ The purchasers to whom questionnaires were sent were chosen from
documents submitted by the petitioners.

3/ These 34 firms reported total purchases of wire rod from all sources
accounting for at least 17.9 percent of total U.S. apparent consumption (27.5
percent of non-captive consumption) in 1981-82. ,

4/ Petitioners have emphasized that this is the product most affected by
import competition and most purchasers named by them in documents use wire rod
of this type. Purchasers did not provide sufficient data on delivered prices
of other products to allow meaningful comparisons.
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Table 22.--Carbon steel wire rod: Indexes of weighted average
prices of carbon steel wire rod other than small-diameter
low carbon wire rod 1/ realized by U.S. producers and by
importers of wire rod from France, 2/ by quarters,

January 1980-June 1982 -

(January-March 1980 = 100.0)

U.S. producers

Period . - Nomns f France
: Integrated : integrated :

1980: : : :
January-March----—=-————===: 100.0 : 100.0 : 100.0
April-June-——————-———v———- : 102.1 : 100.6 : 114.3
July-September——————=—=———- : 99.8 : 90.0 : 100.4
October-December—————-————-— : 98.5 : 95.0 : 93.3

1981: : : :
January-March--———=—=———=- : 106.8 : 99.3 : 107.1
April-June-————————=——————-- : 106.6 : 100.5 : 110.9
July-September-———————=——- : 115.5 : 99.3 : 118.7
October-December—————————- : 116.5 : 98.4 104.5

1982: : : :
January-March-——-——--—nmu- : 114.5 : 98.3 : 112.0

April-June - : 112.8 : 91.8 : 110.6

.

}j Large diameter 1008, welding quality medium-high carbon (1025 to
1040), and high carbon (1045 to 1085),

2/ Includes only welding quality and high-carbon wire rod imported
from France. No sales were reported of these products imported from
Belgium, Brazil, or Venezuela.

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

Delivered prices reported by purchasers of U.S.-produced wire rod
generally followed a trend similar to that found for net prices reported by
U.S. producers. The average price of domestic wire rod in January-March 1980
was $16.88 per hundredweight. Prices declined by 5.9 percent from April 1980
through December 1980, and at year-end the average price was $15.88 per
hundredweight. Average delivered prices increased in 1981 and remained
relatively stable at about $16.50 per hundredweight from April through
December of that year. However, delivered prices declined by 4.1 percent in
January-March 1982 and again by 4.0 percent in April-June, reaching $15.13 in
that quarter, 10.4 percent below the average price at the beginning of 1980.
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Purchasers reported delivered prices for imports of wire rod from Belgium
exceeding 100 percent of official imports from January 1981 to June 1982. 1/
Delivered prices of wire rod imported from Belgium fluctuated considerably
during the period for which data are available, but followed the pattern of
U.S. prices overall. During 1980 prices were generally near * * * per hundred-
weight, increasing slowly to almost * * * by the end of 1981. Prices declined
to * * * in January-March 1982 and fell sharply to * * * in April-June 1982,
owing primarily to a single large purchase in the Houston region. 2/ The

average delivered prices were higher than those of U.S.-produced wire rod in
every period covered by the data.

Purchasers reported prices on imports accounting for 32 percent of total
imports from Brazil from January 1981 through June 1982. Delivered prices of
wire rod imported from Brazil declined in each of the four quarters of 1981-82
for which purchases were reported. An average of * * * per hundredweight was
paid in July-September 1981, declining to * * * per hundredweight in October-
December. Prices of Brazilian rod declined to * * * in January-March 1982 and
to * * * in April-June 1982. The decline in prices from July 1981 through
June 1982 was 11.5 percent. Only in January-March 1982 did the average
delivered price paid for imports from Brazil decline below that paid for
domestically produced wire rod. This price, * * * per hundredweight, was * * *
percent below the price of the domestic product in the same period.

Purchasers reported prices of imports accounting for 38 percent of total
imports from France during January 1981-June 1982. Delivered prices for
standard quality wire rod imported from France generally increased from * * *
per hundredweight in January-March 1980 to * * * per hundredweight in
April-June 1981. Prices reported by purchasers declined by 10.3 percent in
July-December 1981 to * * * recovered slightly in January-March 1982, but
declined to * * * per hundredweight in April-June 1982. 1In every period
covered by the data, average prices paid for wire rod from France were higher
than those paid for U.S.-produced wire rod in the same quarter.

Only two purchasers reported buying wire rod produced in Venezuela.
These purchases, accounting for about 63 percent of all known imports from
that country, were made in January-March and April-June 1981 at delivered
prices of * * * and * * * per hundredweight, respectively. These prices
exceeded the average price of U.S.-produced wire rod in those periods.

As discussed above, only one instance of underselling was found in
comparing the weighted-average delivered price of U.S.-produced wire rod with
that paid for imports from the four countries covered by these investigations.
However, 11 of the purchasers from whom questionnaires were received did not
report having purchased any imports from these countries, 3/ suggesting that
prices of imports to those customers may not have been codEétitive because of

1/ It is possible that some of these were imports officially recorded in

19§b, but not delivered to customers until 1981.
2/ * * %,

37 These 11 purchasers accounted for 50.5 percent of total wire rod
consumption by the 34 firms responding to the Commission's questionnaire.
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considerations such as transportation, quality, delivery time, or other
factors. Accordingly, an additional weighted average was constructed using
data on delivered prices of U.S.-produced wire rod for only those customers
who reported buying both imported and domestically produced wire rod. This
series is also shown in table 23.

In general, the average prices paid for U.S.-produced wire rod by
purchasers of both imports and domestic rod followed the same trends as those
paid by all purchasers. However, with only one exception, prices paid by this
group of purchasers were higher than the average delivered price of the U.S.
product to all purchasers. This pattern may indicate that purchasers who
bought imported wire rod were those who had received prices from U.S.
producers less attractive than the average of all purchasers. In addition,
the average price paid by this group for wire rod imported from Brazil was
below that of U.S.-produced rod in both July-September and October—December
1981. The margins of underselling in these instances were * * * and * * *
percent, respectively.

Petitioners argued at the public hearing that, when imports are competing
for customers in a given market, the offering price of imports in one period
(for delivery three months later) is the price against which domestic
producers must bid for delivery in the current period. The problem, according
to petitioners, occurs because customers may avail themselves of the "cancel
option” on purchases of domestic wire rod until the date the rod is actually
shipped. As a result, the current import offering price for future delivery
may be used by customers to negotiate lower prices for domestic wire rod until
shipment is made, despite prices which may have been agreed upon earlier.
Petitioners observed that the prices provided to the Commission reflect the
time of delivery rather than the time of the offer. Petitioners believe that
the Commission should compare prices of U.S.-produced wire rod in a given
period with prices ot imports delivered in the following calendar quarter.

When comparisons are made according to the procedure proposed by the
petitioners, instances of underselling are found for wire rod from Brazil and
France; 1/ no underselling is found, however, for wire rod from Belgium or
Venezuela. Prices of wire rod imported from Brazil and reported in
January-March and April-June 1982 were * * * and * * * percent, respectively,
below the average price reported by all purchasers for U.S.-produced wire rod
in the preceding periods. Additionally, when the prices reported by the
smaller selected group of purchasers are compared under the petitioners’
proposal, imports from Brazil undersold domestic wire rod from October 1981
through June 1982 by margins between * * * and * * * percent, and imports from

France undersold the domestic product by * * * percent in October-December
1981.

1/ This comparison may introduce bias into the determination of margins of
underselling when prices are declining owing to general economic conditions or
other nonimport related factors. This bias occurs because the price of the
imported product, as well as that of the domestic product, under those
conditions usually will be lower in succeeding periods.
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The following tabulation shows indexes for the fluctuation in exchange
rates relative to the U.S. dollar for the currencies of the four countries
whose wire rod exports are subject to these investigations, (January-March
1979=100.0):

Belgium Brazil France Venezuela

Period (franc) (cruzeiro) (franc) (bolivar)
1979:

January-March—-——---- - 100.0 100.0 100.0 100.0

April-June----~-————= 96.7 89.4 97.6 100.0

July-September—-———-- 100.6 80.4 100.8 100.0

October-December—-—--— 102.4 64.5 103.1 100.0
1980:

January-March--—————- 101.7 48.7 102.9 100.0

April-June-——--—-————- 100.8 44.0 101.3 100.0

July-September-————-- 103.0 40.1 103.6 100.0

October-December-———-— 95.4 35.8 96.5 100.0
1981:

January-March-—--—---—- 86.6 31.0 87.8 100.0

April-June--———-—---~ 78.8 26.2 78.8 100.0

July-September-————-- 73.6 22.0 73.5 100.0

October-December—-—-——— 77 .6 18.6 75.5 100.0
1982:

January-March—-——-———- 70.6 15.9 71.2 100.0

April-June-——---—-——~ 65.1 13.7 68.0 100.0

Source: Compiled from official statistics of the International Monetary
Fund.

With the exception of the Venezuelan bolivar, which maintained its
official value relative to the dollar, each of these currencies declined in
value against the U.S. dollar. The most severe depreciation occurred with
respect to the Brazilian cruzeiro. By the second quarter of 1981, the
cruzeiro had declined in value by 86.3 percent. The two European currencies
had appreciated relative to the U.S. dollar through January-September 1980 but
reversed this trend by the final quarter. The value of the French franc had
declined in April-June 1982 by 32.0 percent from its value in early 1979; the
Belgian franc had declined in value by 34.9 percent during the same period.

Lost sales

Only 6 of the 14 producers who responded to the Commission's
questionnaries provided usable information concerning sales lost to the cited
imports for the period January 1980-June 1982. The producers who provided
lost sales information were generally the larger nonintegrated producers,
although two integrated producers also provided lost sales allegations. The
aggregate lost sales information therefore concentrated on imports of carbon
steel wire rod from Brazil since the primary imports from Brazil are
low-carbon wire rod-—the mainstay of the larger nonintegrated producers.
Lost-sales allegations totaled approximately 182,750 tons.
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The Commission staff investigated * * * of these claims and found price
to be a major reason for purchasing the imported product in * * * of the
allegations which were confirmed. The following tabulation shows the total

allegations submitted, the number checked, and the number confirmed because of
price:

Instances in

Total Total Total which price
allegations allEEEETbns allegations cited as

made checked confirmed major reason
Belgium——————--- 4 4 2 2
Brazil---——————- 27 25 20 14
France---——---—-- 9 8 3 2
Venezuela———-—— 3 3 Kk kkk
Total-———mmv sy %0 T ETT3

All of these allegations involved low-carbon, industrial-quality wire
rod, regardless of the country cited. The majority of the lost sales both
alleged and verified involved companies located in the Gulf area--mainly the
Houston area. Many of the purchasing firms in the Gulf area have
long~standing traditions of purchasing imported carbon steel wire rod. It
should be noted that the Gulf was primarily served by imports prior to the
opening of the Georgetown plant (in Beaumont, Tex.) in 1980.

On an aggregate basis, imports were reported to bhe of higher quality than
wire rod coming from the continuous-cast facilities of the nonintegrated
producers. Hence, quality of rod was an important issue for many of the
purchasers. Other purchasers cited alternate sourcing as a determining factor
in continuing a mix of domestic and imported wire rod, emphasizing both the
importers' price gouging during the mid-1970's and the domestic mills'
inability to supply sufficient quantities of wire rod in the early 1980's.

Of the allegations which were not confirmed, seven cases involved
instances in which the purchasers did not purchase any of the cited imports.
In two instances, the purchasers had bought carbon steel wire rod from sources
outside the scope of the instant investigation. 1In the remaining cases, the
purchasers stated that they had quality problems with their normal domestic
supplier which necessitated a shift to an alternative (i.e., foreign) source.
In these cases, the purchaser had a long-standing policy of procuring a
portion of their carbon steel wire rod from offshore (again, these purchasers
are located in the Southeast and in the Gulf areas, which were formerly served
almost exclusively by imports).

Belgium.--0f the four allegations of sales lost because of imports of
carbon steel wire rod from Belgium, all were checked, and two were confirmed
because of price. These purchasers stated that price was their primary
consideration in their purchasing decision.

Brazil.-—0f the 27 allegations of lost sales because of imports of carbon
steel wire rod from Brazil, 25 were checked, 20 confirmed, and 14 confirmed
because of price. The 27 allegations, provided by 6 domestic producers for

January 1980-June 1982, amounted to approximately 150,000 touns. During theA™3
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same period, the official statistics of the Department of Commerce show that
less than 103,000 tons of carbon steel wire rod from Brazil entered the United
States.

The 20 confirmed lost sales amounted to approximately 50,000 tons. A
substantial portion of this tonnage was purchased from Brazil for reasons
other than price; quality in general, a desire to purchase rimmed rod, and a
desire to maintain long-standing alternative sources were cited as the main
reasons for purchasing Brazilian rod. Such purchases amounted to
approximately 25,000 tons and were consumed by various plants operated by
large-volume purchasers of wire rod.

A number of companies, however, reported purchasing carbon steel wire rod
from Brazil solely on the basis of price. These firms expressed the need to
remain competitive with other wire drawers since the price of the wire rod
sometimes constituted up to 80 percent of their production costs. The 13
firms which verified their purchases because of price accounted for almost
25,000 tons of Brazilian rod since 1980, or over 20 percent of wire rod
imports from Brazil since 1980.

France.--Domestic producers provided nine allegations of sales lost to
carbon steel wire rod from France. Of these nine, eight were checked, and two
were confirmed (both of these were confirmed because of price considerations).
These two sales amounted to * * * tons. In one of the instances, the
purchaser stated that he also felt the French rod was of higher quality than
was available from domestic sources. This purchaser is located * * *,

Venezuela.——* * * allegations of sales lost to imports of carbon steel
wire rod from Venezuela were submitted. The Commission staff was able to
contact all purchasers and * * *. These purchases amounted to approximately *
* * tons and were made in 1981.
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Federal Register / Vol. 47, No. 145 / Wed%xesday. July 28, 1982 / Notices

' 32665

[Investigations Nos. 701-TA-148 Through
150 (Finai)]

Carbon Steel Wire Rod From Belgium,
Brazil, and France

AQENCY: International Trade
Conimission. _

ACTION: Institution of final
countervailing duty investigations and
scheduling of a hearing to be held in
connection with the investigations.

EFFECTIVE DATE: July 14, 1982.
SUMMARY A3 a result of affirmative
preliminary determinations by the
United States Department of Commerce
that thers is a reasonable basis to

. believe or suspect that the Governmen
of Belgium, Brazil, and France are
providing, directly or indirectly,
subsidies with respect to the
manufacture, production, or exportation
of carbon steel wire rod within the
meaning of section 701 of the Tariff Act
of 1930 (19 U.S.C. 1671), the United

. States International Trade Commission

hereby gives notice of the institution of

the following investigations under
section 705(b) of the Act (19 U.S.C.
1671d(b)) to determine whether an
industry in the United States is
matenally m]ured. or is threatened with
material injury, or the establishment of
an industry in the United States is
materially retarded, by reason of
imports of carbon steel wire rod, ¢
provided for in item 607.17 of the Tariff
Schedules of the United States, from—

Belgium [mvesngatmn No. 701-Ta-148

- (Final)),

Brazil (investigation No. 701-TA-149
(Final)), and
" France (investigation No. 701-TA-150
{Final)).
Carbon steel wire rod is defined as a
coiled, semifinished, hot-rolled carbon
steel product of approximately round,

. solid cross section not under 0.20 inch.
nor over 0.74 inch in diameter, not
tempered, not treated, and not partly
manufactured, and valued over 4 cents
per pound.

FOR FURTHER INFORMATION CONTACT:
Mr. Stephen Miller (202-523-0305),
Office of Investigations, U.S.
International Trade Commission.

SUPPLEMENTARY INFORMATION:
Background

On March 25, 1982, the Commission
determined, on the basis of the
information developed during the course
of its preliminary investigations, that
there was a reasonable indication that
an industry in the United States was

, matenally injured or threatened with

material injury by reason of alleged]y
subsidized imports of carbon steel wire
rod from Belgium, Brazil, and France.
The preliminary investigations were
instituted in response to petitions filed
on February 8, 1982, by seven U.S.
producers of carbon steel wire rod. The
Department of Commerce will make its
final subsidy determinations in these
cases on or before September 21, 1982,
The Commission must make its final
injury determinations in the
investigations within 120 days after the
date of Commerce's preliminary subsidy
determinations or by November 12, 1982
(19 CFR 207.25). A public version of the
staff report containing preliminary
findings of fact will be placed in the
public record on September 1, 1982,

' pursuant to § 207.21 of the Commission's

ts Rules of Practice and Procedure (19 CFR

§ 207.21).

Hearing

The Commission will hold a heafing in
connection with these investigations
beginning at 10:00 a.m,, e.d.t., on
September 23, 1982, at the U.S.
International Trade Commission
Building, 701 E Street, NW., Washington,
D.C. 20436. Requests to appear-at the
hearing shold be filed in writing with the
Secretary of the Commission not later
than the close of business (5:15 p.m.) on

* August 31, 1982. All persons desiring to

appear at the hearing and make oral
presentations may file prehearing briefs
and should attend a prehearing
conference to be held at 9:30 a.m., e.d.t.,

. on September 8, 1982, in Room 117 of the

U.S. International Trade Commission
Building. Prehearing briefs miust be filed
on or before September 16, 1982.

Testimony at the public hearing is
governed by section 207.23 of the
Commission’s Rules of Practice and
Procedure (19 CFR 207.23, as amended,
47 FR 6191). This rule requires that
testimony be limited to a

.. nonconfidential summary and analysis

of material contained in prehearing
briefs and to new information. All legal_
arguments, economic analyses, and
factual materials relevant to the public
hearing should be included in prehearing
briefs in accordance with § 207.22 (19
CFR 207.22, as amended, 47 FR 6191).
Posthearing briefs must conform with
the provisions of § 207.24 (47 FR 6191)
and must be submitted not later than the
close of business on October 6, 1982.

Written submissions

Any person may submit to the
Commission a written statement of
information pertinent to the subject of
these investigations. A signed original
and fourteen (14) true copies of each
submission must be filed with the
Secretary to the Commission on or
before October 6, 1982. All written
submissions except for confidential
business data will be available for
public inspection.

Any business information for which
confidential treatment is desired shall

_be submitted separately. The envelope

and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidential
submissions and requests for
confidential treatment must conform’
with the requirements of § 201.6 of the
Commission’s Rules of Practice and
Procedure (19 CFR 201.8).

Service of Documents

Any interested person may appear in
these investigations as a party, either in

- person or by representative, by filing an

entry of appearance with the Secretary
in accordance with § 201.11 of the -
Commission’s rules (19 CFR 201.11, as
amended, 47 FR 6189). Each entry of

_ appearance must be filed with the

Secretary on or before August 18, 1982.
The Secretary will compile a service
list from the entries of appearance filed
in these final investigations and from
the Commission’s record in the
preliminary investigations. Any party
submitting a document in connection
with these investigations shall, in
addition to complying with § 201.8 of the
Commission's rules (19 CFR 201.8 41 FR
17710, as amended 47 FR 6188, and 47 FR
13791), serve a copy of each such
document on all other parties to the

- investigations. Such service shall

conform with the requirements set forth
in § 201.[16(b) of the rules (19 CFR
201.16(b) as amended, 47 FR 6190).~

In addition to the foregoing, each
document filed with the Commission in
the course of these investigations must
include a certificate of service setting
forth the manner and date of such
service. This certificate will be deemed

_proof of service of the document. - -

Documents not accompanied by a
Zertificate of service will not be

-accepted by the Secrtary.

For further information concemmg the
conduct of the investigations, hearing
procedures, and rules of general
application, consult the Commission’s
Rules of Practice and Procgdur®, part
207, subparts A and C (19 CFR 207, 44
FR 76457 as amended in 47 FR 6190 and
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47 FR 12792) and Part 201, subparts A
through E (19 CFR Part 201).

This notice is published pursuant to -
§zo7.mo£theCommiwonaRuleaof
Pracﬁmandpmcedum(isCI"R
§ 207.20). ~

By order of the: Cammission:

Issued: july 22, 1882
Kenneth R. Mason,

. Secrstary -
. mmmmﬂ»&cw-} -
BILLING CODE 7020-02-M )
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INTERNATIONAL TRADE
COMMISSION - :

[investigation No. 731-TA-88 (Finaf)]

Carbon Steel Wire Rod From
Venezuela .

AGENCY: International Trade
Commission.
ACTION: Institution of final antidumping
duty investigation and scheduling of a

- hearing to be held in cennection with
the investigation. - : ’

EFFECTIVE DATE: July 23, 19862.

SUMMARY: As a result of an affirmative
preliminary determination by the United
States Department of Commerce that
carbon steel wire rod from Venezuela is
being sold or is likely to be sold in the
United States at less than fair value
(LTFV) within the meaning of section
731 of the Tariff Act of 1930 (18 U.S.C.
(1673)) the United States International
Trade Commission hereby gives notice
of the institution of an investigation
under section 735(b) of the Act (19 -
U.S.C. 1673d(b)) to determine whether
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 of such merchandise. For the
purposes of this investigation, carbon
steel wire rod is defined as a coiled,
semifinished, hot-rolled, carbon steel

" product of approximately round, solid
cross section, not under 0.20 inch nor
over 0.74 inch in diameter, not tempered,
not treated, and not partly
manufactured, and valued over 4 cents
per pound. As defined, carbomgtegl wire
rod is provided for in item 607.17 of the
Tariff Schedules of the United States.

FOR FURTHER INFORMATION CONTACT:
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Mr. Stephen Miller (202-523-0305) Office

of Investigations, U.S. International
Trade Commission

. SUPPLEMENTARY INFORMATION:
Background

On March 25, 1982, the Commission
determined, on the basis of the
information developed during the course
of its preliminary investigation, that
there was a reasonable indication that
an industry in the United States was
materially injured or threatened with
material injury by reason of less than
fair value imports of carbon steel wire
rod from Venezuela: The preliminary
investigation was instituted in response
to petitions filed on February 8, 1982, by
seven U.S. producers of carbon steel
wire rod. The Department of Commerce
will make its final subsidy
determination in this case on or before
October 1, 1982. The Commission must
make its final injury determination in
this investigation within 120 days after

- the date of Commerce’s preliminary
subsidy determination or by November
20, 1982 (19 CFR 207.25).

However, the Commission will
conduct this investigation concurrently
with countervailing duty investigations
Nos. 701-TA-148-150 (Final) carbon
steel wire rod from Belgium, Brazil, and
France, so that the Commission’s final
determination in these four
investigations concerning carbon steel
wire rod will be made by November 12,
1982. Accordingly, this antidumping
investigation will follow the same
schedule as countervailing duty
investigations, Nos. 701-TA~148-150. A
public version of the staff report
containing preliminary findings of fact

_will be placed in the public record on
September 1, 1982, pursuant to § 207.21
of the Commission’s Rules of Practice
and Procedure (19 CFR 207.21).

Hearing

The Commission will hold a hearing in

connection with these investigations
beginning at 10:00 a.m., e.d.t., on
September 23, 1982, at the U.S.
International Trade Commission
Building, 710 E Street, NW., Washington,
D.C. 20436. Requests to appear at the
hearing should be filed in writing with
the Secretary to the Commission not
later than the close of business (5:15
p.m.) on August 31, 1982. All persons
desiring to appear at the hearing and
make oral presentations may file
prehearing briefs and should attend a
prehearing conference to be held at 9:30
a.m., e.d.t., on September 8, 1982, in
room 117 of the U.S. International Trade
Commission Building. Prehearing briefs
must be filed on or before September 16,
1982.

Testimony at the public hearing is
governed by § 207.23 of the
Commission’s Rules of Practice and |
Procedure (19 CFR 207.23, as amended,
47 FR 6191). This rule requires that
testimony be limited to a
nonconfidential summary and analysis ~
of matetjal contained in prehearing
briefs and to new information. All legal
arguments, economic analyses, and
factual materials relevant to the public
hearing should be included in prehearing
briefs in accordance with rule 207.22 (19
CFR 207.22, as amended, 47 FR 6191).
Posthearing briefs must conform with
the provisions of rule 207.24 (47 FR 6191)
and must be submitted not later than the
close of business on October 6, 1982.

Written Submissions.

Any person may submit to the
Commission a written statement of
information pertinent to the subject of
these investigations. A signed original
and fourteen (14) true copies of each
submission must be filed with the
Secretary to the Commission on or
before October 6, 1982. All written
submissions except for confidential
business data will be available for
public inspection.

Any business information for which
confidential treatment is desired shall
be submitted separately. The envelope
and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidential
submissions and requests for
confidential treatment must conform
with the requirements of § 201.6 of the
Commission’s Rules of Practice and
Procedure (19 CFR 201.6).

Service of Documents

Any interested person may appear in
these investigations as a party, either in
person or by representative, by filing an
entry of appearance with the Secretary
in accordance with section 201.11 of the
Commission'’s rules (19 CFR 201.11, as
amended, 47 FR 6189). Each entry of
appearance must be filed with the
Secretary no later than August 25, 1982.

The Secretary will compile a service
list from the entries of appearance filed
in these final investigations and from
the Commission’s record in the
preliminary investigations. Any party
submitting a document in connection
with these investigations shall, in :
addition to complying with § 201.8 of the
Commission’s rules (19 CFR § 201.8 41
FR 17710, as amended 47 FR 6188 and 47
FR 13791), serve a copy of each such
document on all other parties to the
investigations. Such service shall
conform with the requirements set forth
in § 201.16(b) of the rules (19 CFR
201.16(b) as amended, 47 FR 6190).

In addition to the foregoing, each
document filed with the Commission in
the course of these investigations must
include a certificate of service setting
forth the manner and date of such
service. This certificate will be deemed
proof of service of the document.
Documents not accompanied by a
‘certificate of service will not be
accepted by the Secretary.

For further information concerning the
conduct of the investigations, hearing
procedures, and rules of general
application, consult the Commission’s
Rules of Practice and Procedure, Part
207, Subparts A and C (19 CFR Part 207,
44 FR 78457 as amended in 47 FR 6190
and 47 FR 12792 and part 201, Subparts
A through E (19 CFR Part 201).

This notice is published pursuant to
§ 207.20 of the Commission’s Rules of
Practice and Procedure (19 CFR 207.20).

" By order of the Commission.
Issued: July 28, 1982.
_Kenneth R. Mason,
Secretary.

[FR Doc. 82-21051 Filed 8-3-82; 8:45 am])
BILLING CODE 7020-02-M
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States
International Trade Commission's hearing:

Subject : Carbon Steel Wire Rod from Belgium,
Brazil, France and Venezuela

Inv.. Nos. : 701-TA-148 through 150 (Final)
731-TA-88 (Final)

Date and time : September 23, 1982- 10:00 a.m., e.d.t.
Sessions were held in connection with the investigation in the
Hearing Room of the United States International Trade Commission,
701 E Street, N.W., in Washington.

In support of the petition:

Patton, Boggs & Blow--Counsel
Washington, D.C.
Fried, Frank, Harris, Shriver & Kampleman--Counsel
Washington, D.C.
on behalf of

Atlantic Steel Company,

Georgetown Steel Corporation,
Georgetown Texas Steel Corporation,
Keystone.Consolidated Industries, Inc.,
Penn-Dixije Steel Corporation,

Raritan River Steel Company

Roger R. Regelbrugge, President, Korf Industries, Inc.
W. 0. Riley, President, Atlantic Steel Company

Thomas N. Tyrrell, Vice President, Marketing, Raritan
River Steel Company

John Pisarkiewicz, Ph.D., Senior Consultant, National
Economic Research Associates

Patton, Boggs & Blow
Charles Owen Verrill, Jr.--OF COUNSEL
Fried, Frank, Harris, Shriver & Kampleman

David E. Birenbaum--0F COUNSEL .
AP-6



In opposition to the petition:

Graubard, Moskovitz, McGoldrick, Dannett & Horowitz--Counsel
New York, N.Y.
on behalf of

Cockerill-Sambre, S.A.

Eve Houlihan, Vice President of Cockerill-Stinnes
Steel Corporation

Michael H. Greenberg ) '
Charles L. Rosenzweig) ~0f COUNSEL

Windels, Marx, Davies & Ives--Counsel
Washington, D.C.
on behalf of

Sacilor, Acieries et Laminoirs de Lorraine

Pierre F. de Ravel d'Esclapon--0F COUNSEL
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Final Atfirmative Countervalling Duty
Determination: Carbon Steel Wire Rod
From Belgium

AGENCY: International Trade
Administration, Commerce.

ACTION: Final Affirmative
Countervailing Duty Determination.

SUMMARY: We have determined that
certain benefits which constitute
subsidies within the meaning of the
countervailing duty law are being
provided to manufacturers, producers,
or exporters in Belgium of carbon steel
wire rod, as described in the “Scope of
the Investigation™ section of this notice.
The estimated net subsidy is indicated
under the *“Suspension of Liquidation”
section of this notice. The U.S.
International Trade Commission (ITC)
will determine within 45 days of the
publication of this notice whether these
imports are materially injuring, or
threatening to materially injure, a U.S.
industry.

EFFECTIVE DATE: September 27, 1982.
FOR FURTHER INFORMATION CONTACT:
Francis R. Crowe, Office of
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue, NW.,
Washington, D.C. 20230, telephone: (202)
377-3003.

SUPPLEMENTARY INFORMATION:

Final Determination .

Based upon our investigation, we have
determined that certain benefits which _
constitute subsidies within the meaning
of section 701 of the Tariff Act of 1930,

as amended (the Act). are being
provided to manufacturers, producers,

B-2
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or exporters in Belgium of carbon steel
wire rod. as described in the “Scope of
the Investigation” section of this notice.
The following programs are found to
confer subsidies.
* capital grants
* exemptions from real property tax
¢ exemptions from capital registration-
tax
Hoans to unu-editworthy companies
* equity participation by the
government of Belgium (GOB)
¢ assumption of financing costs
¢ preferential loans
* industrial investment loans from the
European Coal and Steel Community
(ECsq -
* reimbursement of worker training
costs
¢ readaptation and retraining assistance
« funds for loss coverage
We determine the estimated net
subsidy to be the amount indicated in
the “Suspension of quuxdaﬁon" sacﬁon
of this notice.

Case History
On February 8, 1982, we received a
petition from counsel for Atlantic Steel
- Corp., Georgetown Steel Corp.,
Georgetown Texas Steel Corp.,
Keystone Consolidated, Inc., Korf
Industries, Inc., Penn-Dixie Steel Corp.,
and Raritan River Steel Co.; filed on -
behalf of the U.S. industry producing
" carbon steel wire rod. The petitioners
alleged that certain benefits which -
constitute subsidies within the meaning
of section 701 of the Act are being
provided, directly or indirectly, to the
manufacturers, producers, or exporters
in Belgium of carbon steel wire rod.
Counsel for petitioners alleged that
“critical circumstances” exist, as '
defined in section 703(e} of the Act. We
found the petitions to contain sufficient
grounds upon which to initiate a
countervailing duty investigation, and
on March 1, 1982 we initiated a
countervailing duty investigation (47 FR
9261).

" Since Beigium is a “country under the
Agreement” within the meaning of
section 701(b) of the Act, an injury
determination is required for this
investigation. Therefore, we notified the
ITC of our initiation. On March 25, 1982
the [TC preliminarily determined that
there is a reasonable indication that
imports of carbon steel wire rod from
Beigium are materially injuring, or
threatening to materially injure, a U.S.
industry.

We presented questionnaires
concerning the allegations to the
Delegation of the Commission of the
European Communities and to the
Government of Belgium in Washington,

D.C. On May 7, 1982 we received the
responses to the questionnaires. A
supplemental response. was received on
May 25, 1982. On July 8. 1982 we issued
our preliminary determination in this
investigation (47 FR 30541). This stated
that the government of Beigium was
providing its manufacturers, producers,
or exporters of carbon steel wire rod

with-benefits which constitute subsidies.

The programs preliminarily determined’

to bestow countervailabie benefits were:

¢ “interest rebates”

¢ capital grants

* loan guarantees

¢ exemptions from real property tax

°* exemptions from capital registration
tax

* loans to uncreditwonhy compam’es

¢ equity participation by the GOB -

* assumption of finanting costs

¢ labor assistance

* preferential loans

¢ industrial investment loans from the
ECSC (Article 54)

¢ research and development aid

Scope of the Investigation )
The product covered by this )

investigation is carbon steel wire rod. It

is fully described in Appendix 1, which

follows this notice.
Cockerill Sambre (Cockenll), is the

only known Belgian producer and

exporter of the subject product to the

* United States.

Cockerill Sambre is a company which
resulted from the merger in June 1981 of
Cockerill, which itself is a merger of

. several steel mills, and Hainaut-Sambre.

Hainaut-Sambre was composed of three
major components: Carlam, a recently
constructed flat products mill which was
mostly owned by Hainaut-Sambre; Thy-
Marcinelle et Providenca (TMP), which
resulted from a merger of a Providence
mill of the former Cockerill company
with Thy-Marcinelle et Monceau in 1979;
and the old Hainaut-Sambre Company.
TMP merged with Hainaut-Sambre in

. 1980.

The penod for which we are
measuring suba1dlzatxon is the calendar
year 1981.

Analysis of Programs

In their responses, the GOB and the
Delegation of the Commission of the
European Communities provided data
for the applicable periods. Additionally,
we received information from Ceckerill.

Throughout this notice, general
principles applied by the Department of
Commerce to the facts of the current
investigaticn concerning carbon steel
wire rod are described in detail in
Appendices 24, which follow this
notice. Where benefits were provided to
the specific product, they were allocated

over the value of sales of only that
product in calculating the subsidy rate.
Based upon our analysis of the petitions.
responses to our questionnaires, our
verification and oral and written
comments by interested parties, we
determine the following:

L. Programs Determined To Confer
Subsidies

We have determined subsidies are
being provided under the programs
listed-below to manufacturers,
producers, or exporters in Belgium of
carbon steel wire rod.

A. Programs Administered Under the

* Laws of July 14, 1968 and December 30,

1970 on Economic Expansion

The laws of July"18, 1959 and July 14.
1966 (the 1966 law) were economic
development laws providing regional
assistance. They predated the Law of
December 30, 1970 (the 1970 law), whick
applies to the same regions covered by
the earlier laws. The 1970 law provided
for regional assistance to companies
located in certain development areas to
promote activities which contribute to
the establishment, expansion,
conversion or modernization of
industrial enterprises. The 1966 law
provided for assistance for economic

-reconversion and development. of coal-

producing regions and certain other
regions experiencing grave and urgent
problems. We have determined that
benefits were provided under both the
1966 and 1970 laws (items 1-3 below)
and that these benefits are
countervailable because they are
targeted to companies in specific areas.
1. Capital Grants, This program
provides assistance in ﬁnancing capital’
investments made by companies. A
grant may be given which totally or
partially replaces an “interest rebate"
for which the investment is otherwise

- eligible under both laws. The

methodology for calculating the subsidy
value of grants is described in Appendix .
2. The benefits are allocated over the
average useful life of steel assets, 15
years, and are applied to the value of
sales of the appropriate products of the
company. Cockerill received several
grants for less than $50 miilion. Where
grants were not tied to any particular
mill or product, but benefited carbon
steel production, we allocated the
benefits over the total sales value of
carbon steel products prodxﬁegi by
Cockerill » B

The grants received by Cockerill
amounted to a subsidy rate of .112
percent ad valorem.

2. Exemptians from Real Property
Tax. Under the 1970 law, qualifying
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investments may be granted an
exemption from the real property tax
levied by the state, province, or local
community on the estimated rental
income from fixed assets. The
exemption may be granted for a period
of up to five years, depending on the
degree to which the investment program
achieves the objectives of the 1970 law.
Exemptions received by companies
were treated as grants that are normaily
expensed in the year received and
applied to the total sales value of carbon
steel products of the company.

The subsidy rate for Cockerill under
this program is 0.073 percent ad
valorem. -

3. Exemptions from Capital
Registration Tax. Assets transferred to
a company which makes investments
pursuant to the 1970 law may be
exempted from the one percent capital
registration tax. We treated exemptions
under this program as grants that are
normally expensed in the year received.
The entire amount of the benefit was
allocated over the total sales value of all
products of the company.:

Cockeriil received exemptions’
amounting to a subsidy rate of 0.404
percent ad valorem.

B. Restructuring Plan Programs

The GOB has mandated a
reorganization of the steei industry in
Belgium under the following enactments
and agreements:
¢ The Reorganization Plan of 1978

(Hanzineile Agreement)

* Council of Ministers decision of

November 23,1978 -
¢ Royal Decree of December 15, 1978
¢ Council of Ministers decision of May

15, 1981
* Related and additional agreements

between the government and the

individual steel companies

These are intended to assist the -
modernization of the steel industry.
Specific programs include loans to
uncreditworthy companies, equity
participation by the GOB and
assumption of financing costs. We find
these programs to provide
countervailable benefits.

1. Loans to Uncreditworthy
Companies. Petitioners allege that
Cockerill, Hainaut-Sambre and TMP
(now merged with Cockerill) were
uncreditworthy at the time that loans
from government institutions were made
to them. We determine Cockerill to be
uncreditworthy from 1978 through 1981.
The company received a large,
unguaranteed private loan (for which
there is no evidence of government
direction) during 1977 which establishes
its creditworthiness despite negative

indicators. Cockerill has been
uncreditwaorthy since 1977 for several
reasons. First, the company sustained
losses ranging from 2.4 to 7.3 billion
Beigian francs (BF) in each of the last
four years prior to its merger with
Hainaut-Sambre in 1981. Second, certain
significant financial ratios for this
company indicate an uncreditworthy
situation. including successive years
(1975 through 1981) of negative cash
flow and low current ratios. Third.
Cockerill apparently lost access to loans
from independent commercial sources
after 1977. Fourth, the government-
directed moratorium on Cockerill's debt
service is a further indication of
uncreditworthiness, as is the amount,
timing and nature of some of the
government equity participation.

We determine Hainaut-Sambre to be
uncreditworthy from 1977 through 1981. .
First, Hainaut-Sambre sustained losses
ranging from 0.7 to 5.4 billion BF during
the five years preceding its merger with
Cockerill in 1981. Second, certain .
significant financial indicators for this -
company indicate an uncreditworthy
situation, including successive years

" (1978 through 1978 and 1980) of negative

cash flow, and very low current ratios.
Third, the government-directed
Moratorium on this company’s debt
service is a further indication of
uncreditworthiness, as is the amount,

" timing and nature of some of the

government equity participation.

In our preliminary determinations, we
made no decision concerning the -.
uncreditworthiness of TMP because we
lacked sufficient information to identify
loans to the company. On the basis of
information subsequently received we
have identified separate loans made to
TMP. It was therefore necessary to .
evaluate TMP's creditworthiness.

We determine TMP to be ’
uncreditworthy from 1877 through 1979.
First, the company sustained losses
ranging from 0.5 to 1.8 billion BF in the 4
years prior to its merger with Hainaut-
Sambre. Second, certain significant
financial indicators for this company
indicate an uncreditworthy situation,
including successive years (1976 through
1978) of negative cash flow and very low
current ratios. Third, the government-
directed moratorium on this company's
debt service is a further indication of
uncreditworthiness, as is the amotnt,
timing and nature of some of the
government equity participation.

Because we consider Cockerill (and
before their acquisition, TMP and
Hainaut-Sambre) to have been
uncreditworthy, loans and loan
guarantees issued by the GOB during
the period of uncreditworthiness are
treated essentially as equity

investments. Under the equity
methodology for loans to
uncreditworthy companies as discussed
in Appendix 2, we compared the.
national rate of return on equity in
Belgium to the rate realized by Cockerill.
To prevent countervailing a higher
subsidy amount than if the loan had
been an outright grant to the company,
we limited the 1981 benefit under this
methodoiogy to the result that would be-
found if the loans were treated as grants -
under the grant methodology discussed
in Appendix 2. The countervailable
benefit from each loan was allocated
over the total sales value of all steel
production of the company. Loans
actually converted to equity of
convertible debentures are treated
separately under the section entitled
“Equity Participation by the GOB,"”
which follows.
The benefits to Cockerill under this
program amounted to a subsidy rate of
1.075 percent ad valorem. ’
2. Equity Participation by the GOB.
The GOB has purchased equity in
certain steel companies and has
converted “medium-" and long-term
debt to equity. Equity infusions by the
GOB took place as follows:
¢ Cockerill :
1979—Converison of debt to equity and
convertible debentures
1981—Conversion of debt to equity and
convertible debentures: purchases of
equity to cover “cash drains”

¢ Hainaut-Sambre .

1979—Conversion of debt to equity and
convertible debentures

* TMP

1979—Conversion of debt to equity ani
convertible debentures’

Equity participation by the
government is not a subsidy per se.

- Petitioners allege, however, that

government infusions of equity in
Belgian steel companies were made at a
time when these infusions did not
represent sound commercial
investments. Under the-methodology
described in Appendix 2, the treatment
of government equity in a company
hinges essentialy on an analysis of the

- soundness of the investment. If such an

investment was not reasonably sound at
the time it was made, we will consider it
as giving rise to a potential subsidy.

As described supra, all the companies
listed above recorded substantial and
persistent losses over the lastseveral

. years. Cockerill sustained losges|from

1975 through 1981. Hainaut-Sambre
sustained losses from 1975 through 1980,
and TMP incurred losses from 1975
through 1979.
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Under normal business or financial
criteria. companies exhibiting a pattern
of deep or significant continuing losses
and unfavorable financial rativs would
not be regarded as sound commercial
investments. In view of these histories
of losses and other factors aiready
discussed in the preceding section
entitled “Loans to Uncreditworthy
Companies,” we do not regard these
Belgian steel companies as representing
sound.commercial investments at the
time the GOB acquired equity positons
in them, Therefore, we deterraine that
the equity infusions were inconsistent
with commercial considerations.

Since the stocks. of Cockerill, Hainaut-
Sambre and TMP were traded on
Belgian markets during the time span
covering the government’s equity
infusions, we looked to the market and
‘determined the value of the benefit by
comparing the market value of these
stocks at the.beginning of the manth in-

which the equity infusions were made to -

the actual price paid by the government.
If the value paid by the GOB was .
greater than the market value, we
treated the difference as a grant and
allocated it over the average useful life
of steel assets, 15 years, and over the _
total value of the company’s sales.

In 1979 and 1981 the GOB entered into
arrangements with Cockerill whereby it
converted the company’s-debt into
convertible debentures. Because these
debentures will be repavable only at
such time as the company makes
sufficient profits to overcome its presect
heavy debt burden, we treated these
conversions as tantamount to. purchases
of equity in amounts equal to the value
of the debentures.

The benefit to Cockerill under this ,
program amounted to-a subsidy rate of
4.981 percent ad valorem.

3. Assumption of Financing Costs. The
GOB. in addition to converting debt to’
'debentures, has assumed all financing
costs on “medium-" and long-term
borrowing for Cockerill for the years
1979-83 and postponed the repayment of
principal until 1984. We treated the
assumption of interest charges as grants
to Cackerill and followed the
methodology described in Appendix 2.
Because the grants under this program
were ot tied to specific capital
equipment, we allocated the benefits
over the average useful life of steel
assets, 15 years, and over the total sales
value of steel products produced by
Cockerill

The benefit to Cockerill under this
program amounted to a subsidy rate of
2.619 percent ad valorem.

C. Preferential Loans

The Societe Nationale de Credita
I'Industrie (SNCI) is a lending institution
created by the GOB which sets the long-
term interest rates generally adhered to
by private banks in Belgium. Loans were
provided to Cockerill (prior to the years
in which we find it to be’
uncreditworthy) by SNCI at interest

rates lower than those provided by the

lender to other customers. We treated
these loans as preferential loans to the
recipient-companies. Ta calculate the
benefit from these preferential loans, we
followed the methodology outlined in
Appendix 2,

Cockerill also received a short-term
loan from the GOB in 1981 that we have

determined to be preferential. Far short- -

term benchmark rates we used the
representative money-market rates for
Belgium for the month the loan was
received. We found the difference
between the interest rate provided by
the GOB and our benchmark to
represent an interest subsidy to
Cockerill. We calculated the interest
saved by Cackerill on that loan during
the applicable period of 1981 and treated
it as a grant expensed in the year .

received.

The subsldy rate to Cockerill for t!ns
program is 0.025 percent ad valorem. .

D. [ndustrial Investment Loans From the
ECSC (Article 54)

For the reasons described in
Appendix 3, we have determined that
ECSC industrial investment loans
(pursuant to Article 54 of the Treaty of
Paris) provide countervailable benefits.
Cockerill received such loans between
1962 and 1976. We calculated the
benefits from these loans made to
Cockerill by using the methodology for
loans to companies not considered
uncreditworthy described in Appendix
2. We allocated the benefits of these
loans over the total sales value of
carbon steel products of the company.

The benefits for Cockerill amounted to
a subsidy rate of 0.036 percent ad
valorem.

E. Reimbursement of Worker Training
Costs

The National Employment Office in

Belgium reimburses firms for various in-

plant and outside professional training
costs. Increased benefits are provided to
enterprises located in development
areas or in areas in which coal mine
closings have adversely affected the
economic or social situation in the area.
We have determined that this program
is countervailable because of its
regional nature.

The benefit of Cockerill amounted to a
subsidy rate of 0 014 percent ad
valorem.

F. Readaptation and Retraining

_ Assistance

The GOB finances a portion of
readaptation and retraining assistance
for laid-off employees under Article 56
of the ECSC Treaty (described in
Appendix 3). The program provides for

— the assumption by the government of a

portion of the training costs of the steel
companies for the.re-employment of
laid-off workers. We have determined
that laid-off workers are being retrained
to assume jobs in the steel industry and
that the assistance is. therefore, a
subsidy to a participating steel
company.

The benefits to Cockerill amounted to
a subsidy rate of 0.045 percent ad
valorem.

G. Funds for Loss Coverage

The GOB has provided equity
infusions to Cockeriil for “cash drains.”
These funds have been treated as grants
.used to cover operating deficits. Since
these funds were for loss coverage, the
benefits were used fully in the year
received (see Appendix 2).

The benefits to Cockeriil amounted to

T a subsidy rate of 3.841 percent ad

valorem.

IL Programs’ Determmed Not To Confet
Subsidies

We have determined that subsidies
are not being provided under the
following programs to manufacturers,
producers, or exporters in Belgium of
carbon steel wire rod.

A. Environmental Incentives

" The GOB provides funding for certain
environmental projects. Cockerill
received small grants under this
program. We have reviewed the
applicable laws and have found no
provisions which limit aid for
environmental projects to specific
industries or regions. Since the grants
are generally available and we have no
evidence that the steel industry in
Belgium is a major beneficiary, we have
determined that this program does not
provide subsidies to the steel industry.

B. Assistance to the Coal Industry

In our preliminary determination, we
found that subsidies to Belgian coal
producers did not bestow a RB-5
countervailable benefit upon the
production, manufacture or export of
Belgian steel.

Between the preliminary
determination and this final
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determination, we have analyzed and
verified aspacts of the Belgian coal
subsidy program as it applies to steel,
Based upon the verified information in
the-records of these investigations, we
find that this program does not confer a
countervailable benefit on Belgian steel
producers for the following reasons.

Benefits bestowed upon the
manufacturer of an input do not
necessarily flow down to the purchaser
of that input, if the sale is transacted at
arm’s length. In an arm’s-length _
transaction the seller generally attempts
to maximize its total revenue by
charging as high a price and selling as
large a volume as the market will bear.

These principles apply to Belgian coal
sales as follows. With respect to sales of
Belgian coal outside Belgium, the price
charged for subsidized Belgian coal
certainly does not undercut the freely
available market price. Therefore, non-

- Belgian purchasers of subsidized Belgian
coal do not benefit from Belgian coal
subsidies. -

In support of this conclugjon, we note
+that if non-Belgian steel producers did
benefit from Belgian coal subsidies, they
would attempt to purchase more Belgian-
coal rather than unsubsidized coal from
other sources, including the U.S. The
fact that they purchase significant
amounts of unsubsidized coal from other
sources indicates that the subsidies on
Belgian coal do not flow to non-Belgian
coal consumers. .

Moreover, it is extremely unlikely that
the Belgian government would subsidize ~
non-Belgian coal consumers uniess
compelled to do so by obligations to the

-European Communities.

Since there is no evidence of such
obligation, we conclude that the Belgian
government is not in fact subsidizing
non-Belgian coal consumers.

With respect to sales of Belgian coal
within Belgium—which account for the
vast majority of all sales of Belgian.

coal—we likewise find that the price of
Belgian coal does not undercut the
market price. Absent special
circumstances warranting a contrary
conclusion, Belgian steel producers
apparently do not benefit from Belgian
coal subsidies at least as long as the
price for Belgian coal does not undercut
the market price.

Further consideration is warranted for
two reasons. First. the major Belgian
coal producer and Cockerill are both
largely government-owned. The issue
arises whether transactions between

"them are conducted on an arm's-length
basis. We do not believe that
government ownership per se confers a
subsidy, or that common government
ownership of separate companies
necessarily preciudes arm's-length

transactions between them. To
determine whether coal sales between
Belgian government-owned coal and
steel producers appear to have been
consummated on arm’s-length terms, we
considered two factors: (1) Whether the
government-owned coal producer sold
to the government-owned steel producer
at the prevailing market price, and/or (2)
whether the government-owned coal
producer soid coal at the same prices to
steel producers not owned by the
government (e.g., Clabecg). We found
that Belgian coal producers did charge
the prevailing market prices, and that
the same coal prices were charged
regardless of whether the purchaser was
or-was not Belgian government-owned.
On this basis, we conclude that coal

. subsidies were not conferred on steel

producers as a result of government
ownership.

Second, we were told by one Belgian
government official that Belgian steel
companies are pressured to purchase all

_coking coal produced by Belgian coal

companies at the price established by
the government, based upon market
prices. This indicates that there are de
facto, although not de jure, restrictions
on the importation of coal into Belgium.
However, the Belgian coal companies
collectively produce only enough coking:
cual to satisfy less than 50% of the
Belgian steel companies’ requirements.
Therefore, the market prices outside
Belgium remain relevant, both directly
for the coking coal purchased outside
Belgium, and indirectly for the Belgian
coking coal since the Beigian price is
based on market prices outside Belgium.
Moreover, there is no evidence that
the Belgian government-would pressure
Belgian steel producers to buy Belgian

" coal if the price for such coal were to
-rise significantly above the market

price—a factor over which the Belgian
government has control since it )
establishes prices.

Based upon the above considerations,
we determine that Belgian coal
subsidies do not confer upon Belgian
steel producers a subsidy within the
meaning of the Act. --

Regarding the allegation that the
Beigian steel industry benefits from
German government assistance
provided to the coal industry in the FRG,
we do not consider such assistance to
confer a countervailable benefit on the
Belgian steel industry for the reasons
outlined in Appendix 2.

Téle ECSC provides various
production and marketi ants to
ECSC coal and coke pg:c?uits.
Haowever, we do not consider this
assistance to confer a countervailable
benefit an the Beigian stee] industry for
the reasons described in Appendix 3.

C..Programs Contained in the Law of
July 17, 1959 for Economic Expansion

The Law of July 17, 1959 for economic
expansion (the 1958 law) contains
programs which are designed to promote
economic expansion and modernization.
The 1959 law provides for interest
rebates, grants for capital investments,
government loan guarantees,
exemptions from property taxes on
investments approved under the law
and grants for research and
development (R.&D.). Cockerill received
benefits under this law, but these
benefits are generally available to all
industries in Belgium on equal terms,

and we have no evidence that the steel -

industry in Belgium is a major
beneficiary. Thus, absent other evidence
of preferentiality, the benefits under this
law are not countervailable.

D. GOB Advancss for R&D Under the
Economic Expansion Laws

Interest-free advances can be
provided under the 1959 law and the
1970 law up to a maximum of 80 percent
of the expense incurred for the R&D of
prototypes. The GOB responded that it
has provided this type of aid to the steel
industry under the 1959 law, which we
have concluded does not confer
countervailable benefits, as discussed
above.

E. Supplier Credji

Subsequent to the preliminary
determination in this investigation, it
was alleged in the case of Certain Steel
Products from Belgium that, but for
government assistance, Cockerill would -
not have been able to obtain supplier
credit. We have no information that
would cause us to believe that the
supplier credits are provided on terms-
inconsistent with commercial -
considerations. Since these credits have
been provided by independent, private
sources and we have no evidénce that
the GOB has influenced financial
institutions in this regard, we have
determined that this program does not
provide subsidies to the steel industry.
For further discussion of this program,
see Appendix 2.

F. Maribel Program

Subsequent to the preliminary
determination in this investigation, it
was alleged in the case of Certain Steel
Products from Belgium that Belgian steel
producers benefited from a change in
the social security system institﬁeéi on
July 1, 1981. Under the “Maribel"
Program,” contributions to social
security programs by employers of
manual workers were reduced by 6.17
percent. Counsel for Bethlehem

-
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'maintains that since the progranr is
restricted to manual workers, it provides

benefits to a specific industry or group
of industries and is, therefore,
countervailable. We have decided that
assistanca to virtuaily all manual
workers does not create a program-
targeted to.steel or to a specific
enterprise or industry or group of .
enterprises or industries. Therefore, we
determine that the program does not

~ confer countervailabie subudies to the

steel industry.

G. Labor Assistance (Prepenszon
Program)

The government-mandatad
restructuring of the steel industry
included provisions for the early
retirement of certain workers. The
government assumed responsibility for
funding costs for which the company

" would not normally be obliged. We have

determined that this government
assistance does not confer
countervailable benefits to the
companies becausa it is really extra
assistance to the workers passed
through the companies. .

H. Research and Development (R&D)
From the GOB

The GOB provides R&D funds to a
wide range of disciplines through the
Institute for Scientific Research-in
Industry and Agriculture (IRSIA):
Funding is provided fors projects which
“ensure the progress” of industry and
agricuiture. IRSIA is administered by a
board of directors which has /
representation from various sectors of
industry and agricuiture, trade unions
and educational institutions.

In the preliminary determination the
Department considered that this
program conferred countervailable
henefits to Cockerill because of direct
grants to it by IRSIA. Because of the
broad scope-and administration of the
IRSIA program, we have determined
that the program is not countervailable
since there i3 no evidence of targeting.
funds for an industry under
investigation. In the 1980-81 research
cycle. approximately 11 percent of .
IRSIA’s budget went to the entire
metalilurgical sector for research
involving steel and non-ferrous metais.

II1. Programs Determined Not To Be

. Used

We have determined that the
following programs which were listed in
the notice of “Initiation of
Countervailing Duty Investigations”
were aot used by the manufacturers,
producers, or exporters in Belgium of
carbon steel wire rod.

A. Accelerated Depreciation

Companies that receive investment
benefits provided for by the 1970 law
may take twice the normal annual
straight-line depreciation for assets
acquired as the resuit of the investment.
The benefit from the program is reduced
taxable income. Cockeriil had losses
during the period for which we are
measuring subsidization greater than the
amounts that would have been saved by
use af accelerated depreciation.

B. Employment Premiums

Article 14 of the 1970 law provides for
employment premiums for investments

‘that create new jobs. The assistance

may be given for new enterprises or for
the expansion of existing enterprises.
Nonrepayable premiums may be paid
for as long as five years depending on
the rate at which new jobs are created
and filled. We have found no evidence
that Cockerill participated in this
program. Employment has dropped
approximately 30 percent in the steel
industry as the result of-actions taken
u?der the steel industry restructuring
plan.

'C. Contractual Aid

_The 1970 law provides for aid in-
realizing specific objectives related to
certain long-term, large scale
investments. The government and an
enterprise negotiate the specific terms of
the program and enter into a “progress
contract.” The GOB has stated that this
provision of the 1970 law bas not been
applied. Companies may also receive
aid for reorganizations. Under
“management contracts,” the . .
government may grant interest-free aid.
to be repaid within three years, for up to
75 percent of management advisory fees.
The GOB stated that of the twelve
management contracts it has entered
into, none were with steel companies.

. D. Export Assistance

Certain export assistance programs,
such as export financing and
commercial risk guarantees, are
provided by the Office National du
Ducroire. We have found no evidence
that Cockerill has received assistance
under this program.

- E. The European Regional Development

Fund (ERDF)

On the basis cf our inve'sn'gations we
have concluded that Cockerill has not
received ERDF funds (see Appendix 3).

F. European Investment Bank {EfB)

We have determined that Cockerill
did not carry loans from the EIB in 1981
(see Appendix 3).

G. Loan Guarantees From the ECSC

We have-determined that Cockerill
did not receive loan guarantees from th
ECSC. For further discussion of this
issue, see Appendix 3.

H. “Interest Rebates”

“Interest rebate"” programs are
administered by the Ministry of
Economic Affairs. The rebates may be
given on investment loans for tangible
and intangible assets. The law also
provides for “interest rebates” on
interest payable by the companies to
holders of bonds and convertible
debentures. Rebates are variable
depending upon the degree to which thi
investmnent projects meet the cbjective:
of the 1970 law.

Upon verification we discovered that
Cockerill did not receive “interest
rebates” during the period for which wi
are measuring subsidization.

I ECSC Interest Rebates and R&D
Grants .

We have determined that Cockerill
did not participate in this program. For
our treatment of these programs in
general, see Appendix 3.

J. Reduction of Capital Gains Tax

Capital gains on the sales of tangible
property may be exempt from corporati
taxes if receipts are reinvested in
Belgium in the development areas of th
1970 law within one year of the end of
the tax period. We have determined th:
Cockerill did not receive any benefits
under this program.

K. Einployment Premiums for New
Workers and Trainees

The “De Wulf Plan” (Royal Decree of
October 15, 1979) grants employment
premiums of 62,500 BF per quarter to
companies that reduce their work week
and increase their labor force. Under
another plan. 30,000 BF may be paid for
each trainee in excess of a number
equaling one percent of the workforce ¢
a company in 1980 and 1981. We have
no evidence that Cockerill participated
in this program.

Petitioners’ Comments

Comment 1: Counsel for petitioners
argue that programs contained in the
Law of July 17, 1959 for economic
expansion are countervailable and that
the Department’s interpretation of
specificity under the Act is incorrect.

DOC Position: Two laws were passet
in July 1959. Programs und e Law of
July 18, 1958 are countervailable on the
basis of regional preferentiality.
Programs under the Law of July 17, 195¢
are not countervailable because they a1
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availabie to companies in all regions
and are not directed to a specific
enterpnise or indusury or group of )
enterprises or industries. See Appendix
4 for a discussion of the Department’s
interpretation of preferentiality under
section 771(5} of the Act.

Comment 2: Counsel for petitioners
argue that the availability of
unsubsidized substitutes for Belgian
coal at comparable prices does not
obviate the conclusion that Belgian coal
subsidies provide a countervailable
benefit to the steel industry. Petitioners
state that Belgian coal subsidies are
targeted to the steel industry. They
argue further that transactions between
Belgian coal and steel producers are
unlikely to be conducted at arm’s length
since both buyer and seller are
government-owned. -

DOC Position: In our preliminary
determination, one reason cited for
concluding that Belgian subsidization of
its coal industry does not indirectly
subsidize its steel industry is that
Belgian governmental assistance is
provided to producers of all types of
coal, not just coking coal. On this basis,
we preliminarily determined that
assistance does not subsidize “* * * a
specific enterprise or industry or group
of enterprises or industries” under
investigation.

Upon verification, we determined that
the great majority of subsidized Belgian
coal is coking coal, which is used
primarily by the steel industry {although
the Belgian steel industry acquires 55-60.
percent of its coking coal from foreign
sources, including the U.S.). In this final
determination, therefore, we are basing
our determination on a different basis,
as indicated supra. Also as explained
supra, we do not believe that govrnment
ownership of separate companies
necessarily preciudes them from
conducting some transactions on an
arm's-length basis. Since the major
Belgian coal producer and Cockerill are
both largely government-owned, we
consider whether (1) the coal prices
charged to Cockerill were at the
prevailing market rates; and (2} whether
the same prices were charged to
Cockerill and to othe steel producers not
owned by the Beigian government. Since’
we reached affirmative determinations
in both cases, we concluded that it is
reasonable to assume that coal
transactions between the Belgian
government's coal producer and
Cockerill were conducted on an arm’s-
length basis.

Comment 3: Petitioners claim that
there are implicit restrictions on the
amount of coal Belgian steel companies
can buy from abroad.

DOC Position: As-indicated supra,
and in the Department’s verification
report concerning the GOB, there is
some evidence that Belgian steel
companies are pressured by the Belgian
government to purchase the entire
output of Belgian coal companies. (There
is no evidence that there are any de jure
restrictions on the importation of coal).
However, Belgian coal producers at best
can satisfy less than 50 percent of the

-requirements of Belgian steel producers.

Therefore, market prices outside
Belgium remain relevant in determining
whether Beigian steel producers benefit
from assistance to Belgian coal
producers for the following reasaons.
First, the price for Belgian coal _
established by the Belgian government
is based upon that market price, which
is thus indirectly relevant. Second, ove:
50 percent of the Belgian steel '
companies’ requirements for coking coal
are satisfied through coking coal
imports. Their prices are therefore _
directly relevant. Moreover, there is no
evidence that the Belgian government
would continue to pressure its steel
producers to buy Belgian coal if the-

- price for Belgian coal rose significantly

above market price. We, therefore,

- determine that even if there are de facto’

restrictions on-the importatian of coking
coal into Belgium, the Belgian steel
producers nanetheless received no .

" countervailable benefits from’

subsidization by the GOB of its coal -
industry. - .

Comment 4: Counsel for petitioners
argue that the portion of ECSC
assistance funded by producer levies.is
countervailable.

DOC Position: For reasons set forth in
Appendix 3, we determine that.the
portion of ECSC assistance funded by
producer levies is not countervailable.

Comment 5: Counsel for petitioners
argue that the discount rate for grant
calculations for uncreditworthy }
companies should be increased to reflect
the more limited access of these
companies to private funding. -

DOC Position: For a discussion of this
issue, refer to Appendix 2. :

Respondent’s Comments

Comment 1: Counsel for Cockerill
argues that the Department adopted
new methodologies for the caiculation of
subsidy rates without the normal
regulatory notice and comment
procedures. They stated that the concept
of “creditworthiness” and the
methodologies described in Appendix B
of the preliminary determinations have
no basis in law.

DOC Position: For a discussion of this
issue, refer to Appendix 4. )

Comment 2: Counsel for Cockerill
argues that the stock market price used
by the Department does not-represent
an adequate basis for comparison with
the price paid by the GOB because it
does not include the added value of a
premium for gaining control of the
company. In addition, they state the
prices paid by the GOB were below
book value and were comparable to
those paid by purchasers of stock in
other European steel mills.

DOC Position: The Department_
believes that the price set by the market
for Cockerill's stock is the most
appropriate measure of the true value of
its equity. For further discussion of this
issue, see Appendix 2. .

Comment 3: Counsel for Cockerill
argues that the Department’s
creditworthiness decision concerning
Cockerill is incorrect. They assert that
Cockerill and Hainaut-Sambre have
received substantial private lending in
the form of short-term loans. They
further argue that the GOB does not
implicitly stand behind Cockerill to help
it get private credit because the GOB
has let several companies it owns go
bankrupt. Thus, they argue, Cockerill is
creditworthy independent of the backing
of the GOB. - _

DOC Position: Respondent argues that
Cockerill is creditworthy because it has
received short-term credit from private
sources. We determine, however, that
such lending, which is largely backed by
receivablez, does not imply a judgment
of creditworthiness. .

We determine Cockerill to be
uncreditworthy from 1978 through 1981.
For each of those years, various
financial indicators pointed to the
uncreditworthiness of the company. For
further discussion of this issue, see the
section titled “Loans to Uncreditwarthy
Companies” supra. ~

Comment 4: Counsel for Cockerill
argues that programs under the law of
December 30, 1970 are not i
countervailable for the following
reasons:

* The law is regional but not targeted to
specific industries.”

* The 1970 law is similar to-the general -
law of July 17, 1959,

DQC Position: The 1970 law provides
benefits only to companies in certain
regions. Consequently, these benefits
are provided to a specific group of
enterprises or industries and are g_
countervailable under section 771(5) of
the Tariff Act of 1930. Further, past
administrative practice, judicial
decisions, and the legislative history of
the Trade Agreements Act of 1979 make
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Comment-5: Respondent argues that
since the 1970 law, which provides
benefits only to certain regions, provides
only marginally higher benefits than
would be available under the July 17;
1959 law, only the incremental benefit
should be countervailed.

DOC Position: The benefits to which.
respondents refer were provided under.
the 1970 law. The Department would
have to ignore the facts in the record to -
treat benefits provided under the 1970
law as if they were provided under the.
July 17, 1958 law.

Comment & Counsel for Cockerill
argues that the benefits from the capital
registration tax resuited from a
corporate reorganization and that
similar tax exemptions exist in the
United States. They state that there
would have been no such benefit if the
funds received from the GOB were -
grants rather than equity.

DOC Position: Regardless of the
circumstances of the increase in capital,
this exemption from a statutory
obligation, provided under the regional
incentive law of December 30, 1970,
confers a countervailable benefit on
cockerill

- Comment 7: Counsel for cockerill
argues that the GOB “prepension”
benefits are not countervailable

subsidies. They argue that , but for these.

provisions, the company would have
had to pay 3-6 months of severance pay.
to retiring workers, which is less than
the obligations under the “prepension”
program. They state that under the
restructuring plan the government
mandated these extraordinary benefits
to retirees and at the same time helped -
the companies to pay for them.

DOC Position: The Department ha; L
determined that since the government
mandated these payments to the
workers as part of the steel restructuring
plan, the company is merely a conduit
for the flow of funds from the
government to the workers, and the
government's contribution is not
countervailable. See additional
discussions of this issue at petitioner's
comment on the “prepension program”
and the section of this notice titled
“Labor Assistance (Prepension
Promm)". .

Comment 8 Counsel for Cockerill
argues that the largest instance of
research and development funding to
Cockerill was made available under the
general incentive law of July 17, 1959.

DOC Position: The Department
verified that this benefit was granted
specifically under the law of July 17,
1959 and determined that it is not a
countervailable benefit to Cockerill.

The petition alleged that imports of
carbon steel wire rod under
investigation present “critical
circumstances.” Under §§ 355.29 and.
355.33(b) of the Department’s :
regulations, critical circumstances exist

-when the alleged subsidies inciude an

expart subsidy inconsistent with the
Agreement and there have been massive
imports of the clase or kind of
merchandise which is the subject of the
investigation over-a relatively short
period. We have not found any export
subsidy in this investigation. Therefore,
“critical circumstances” do not exist in.
this investigation fora carbon steel wire
rod from Beigium.

Verification .

In accordance with section 778(a) of
the Act, we verified the data used in
making our final determinations. During
this verification, we followed normal
procedures, inciuding inspection of
documents, discussions with
government officials on-site inspection
of manufacturers’ operations and
records. -

Administrative Mdms :

The Department has afforded-
interested parties an opportunity to -
present oral views in accordance with
its regulations (19 CFR 355.35). A public
hearing was held on August 11, 1982. In
accordance with the Department’s
regulations (19 CFR 355.34 (a)), written
views have been received and -
considered.

Suspension of Liquidation

The suspension of liquidation ordered
in our preliminary affirmative
countervailing duty determination shall

remain in effect until further notice. The
estimated net subsidy is as follows:

Ad
" valoram
P by rate
(porcent)
Name:
C M Sambx 13.225
Al other P export- .
ors 13.225

We are directing the U.S. Customs
Service to require a cash deposit or
bond in the amount indicated above for
each entry of the subject merchandise
entered on or after the date of the
publication of this notice in the Federal
Register, [f the manufacturer is
unknown, the rate for all other
manufacturers/producers/exporters
shall be used.

In accordance with section 705(d) of
the Act, we will notify the [TC of our
determinations. In addition. we are
making available to the [TC all non-
privileged and non-confidential
information relating to these
investigations. We will allow the ITC
access to all privileged and confidential -
information in our files, provided the
ITC confirms that it will not disclose
such information, either publicly or
under an administrative protective order
without the written consent of the
Deputy Assistant Secretary for Import
Administration. The ITC will determine

- within 45 days of the publication of this

notice whether imports of carbon steel
wire rod are materially injuring, or
threatening to materially injure, a U.S. .
industry. If the ITC determines that.
material injury, or threat of material
injury, does not exist, this proceeding
will be terminated and all securities.
posted as a result of the suspension of
liquidation will be refunded or
cancelled. If, however; the ITC
determines that such injury does exist,
within 7 days of notification by the ITC
of that determination, we will issue a
countervailing duty order, directing
Customs officers to assess a
countervailing duty on carbon steel wire
rod from Beigium entered or withdrawn -
from warehouse. for consumption after
the suspension of liquidation, equal to
the net subsidy determined or estimated
to exist as a result of the annual review _
prescribed by section 751 of the Act. The
provisions of section 707 of the Act will
apply to the first directive for )
assessment.

This.notice is published pursuant to
section 705(d) of the Act and § 355.33 of
the Department of Commerce
Regulations (19 CFR 355.33).

Dated: September 21, 1982.
Lawrence Brady, '
Assistant Secretary for Trade Administration.

Appendix 1.—
Description of Product

For the purpose of this investigation
the term “carbon stee{ wire rod” covers
a coiled, semi-finished, hot-rolled
carbon steel product of approximately
round solid cross section, not under 0.20
inch nor over 0.74 inch in diameter, not
tempered., not treated, not partly
manufactured; and valued over 4 cents
per pound, as currently provided for in
item 607.17 of the Taﬁ%ﬁfbedules of the
United States. B

Appendix 2.—Methodology

Several basic issues are common to
the countervailing duty investigations of
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carbon steel wire rod initiated by the
Department of Commerce (the
Department) on March 1. 1982: ¢.g.,
government assistance through grants.
loans, equity infusions, loss coverage,
research and development projects and
labor programs. This appendix describes
in some detail the general principles
applied by the Department when dealing
with these issues as they arise within
the factual contexts of these cases. This
appendix..aithough substantially the
same as Appendix B to the preliminary
determinations (see “Preliminary
Affirmative Countervailing Duty
Determinations, Carbon Steel Wire Rod
from Beigium (47 FR 30541)), does
describe some changes in methodology.
These changes are principally in the
areas of the discount rate value, funds
for loss coverage, and preferential loans
with deferred principal payment.

Grants -

Petitioners alleged that respondent
forgign steel companies have received
numerous grants for various purposes.
Under section 771(5)(B) of the Tariff Act
of 1930, as amended (the Act) (19 U.S.C.
1677(5)(B)), domestic subsidies are
countervailable where they are
“provided or required by government
action to a specific enterprise or
industry, or group of enterprises or
industries” (emphasis added).

The legislative history of Title VII of.
the Act states that where a grant is
“tied” to—that is, bestowed specifically
to purchase—costly pieces of capital
equipment, the.benefit flowing from the
grant should be allocated in relation to
the useful life of that equipment. A .
subsidy for capital equipment should
also be “front-loaded” in these
circumstances; that is, it should be
allocated more heavily to-the earlier
years of the equipment’s useful life,
reflecting its greater commercial impact
and benefit in those years.

Prior to these cases on carbon steel
" wire rod. the Department allocated the
face value of the grant, in equal
mcrements, over the appropriate time
period. For large capital equipment, we -
used a period of half the useful life of
the equipment purchased with the grant.
In each year we countervailed only that
year's allocated portion of the total
grant. For exampie, a hypothetical grant
of $100 million used to purchase a
machine with a 20-year life wouid have
been countervailed at a rate of $10
million per year (allecated over the
appropriate product group) for 10 years,
beginning in the year of receipt.

This allocation technique has been
criticized for not capturing the entire
subsidy because it ignares the fact tirat
money has a changing value as it moves

through time. It has been argued that
$100 million today is much more
valuabie to a grant recipient than $10
million per year for-the next 10 years,
since the present value (the value in the
initial year of receipt) of the series of
payments is considerably less than the
amount if mitially given as a lump sum.
We agree with this position and., as
indicated in the preliminary
determinations, have now changed our

- methodology of grant subsidy

calculation to reflect this agreement. As
long as the present value (in the year of
grant receipt) of the amounts allocated
over time does not exceed the face vaiue
of the grants, we are consistent with
both our domestic law and international
obligations in that the amount :
countervailed will not exceed the total
net subsidy.

The present value of any series of
payments is calculated using a discount
rate. As indicated in the preliminary
determinations, we considered using
each company’'s weighted cost of capital
at the time of the grant receipt as the
appropriate measure of the time value of
its funds. However, we lacked sufficient
information to do so for the preliminary
determinations, and instead used the
national cost of long-term corperate
debt as a substitute measure of a
company’s discount rate. .

Between the preliminary and final
determinations we reviewed the :
comments and suggestions of various
interested parties, principally-contained
in the pre- and post-hearing briefs. In
addition, we sought the advice of an
outside consultant with experience in
the field of international investment ~
banking.

On the bais of those discussions and
the advice, we determine that the most
appropriate discount rate for our
purposes is the “risk-free” rate as -
indicated by the secondary market rate
for long-term government debt (in the
home country of the company under
investigation). The basic function of the -
“present value” exercise is to allocate
money received in one year to other
years. Domestic interest rates perform
this function within the context of an
economy. The foundation of a country’s
interest rate structure is usually its
government debt interest rate (the risk-

free rate). All other borrowings

incorporate this risk-free rate and add
interest overlays reflecting the riskiness
of the funded investment.

When we allocate a subsidy over a-
number of years it is not the intention of
the Department to-comment on or judge
the riskiness of the project undertaken
with the subsidized funds. nor to
evaluate the riskiness of the company as
a whole. We do not intend either to

speculate how a project would have
been financed absent government:
involvement in the provision of funds.
Rather, we simply need a financial
mechanism to move money through time

" 50 as to accurately reflect the benefit the

company receives. We believe that the
best discount rate for our purposes is
one which is risk free and applicable to
all commercial actors in the country.
Therefore we-have used in. these final
determinations long-term government
debt rates (as reflected in the secondary

. market) as our discount rates.

For a costly piece of capital
equipment, we believe that the
appropriate time period over which to
allocate the subsidy is its entire useful
life. In-the past, we allocated the
subsidy over only half the useful life in
order to “front-load™ the countervailing
duties, thereby complying with the
legislative intent of the Act. However, so
long as we allocate the subsidy in equal
nominal increments over the entire
useful life, it will still be effectively front
loaded in real terms'(as long as a
positive discount rate is used) since
money tomorrow is less valuable than
money today. o

For these steel investigations we have
allocated a grant over the useful life of
equipment purchased with it when the

" value of that grant was large (in these

investigations, greater than $50 million)

.and specifically tied to pieces of capital -

equipment. Where the grant was amalil
(generally less than one percent of the
company’s gross revenues and tied to
items generally expensed in the year
purchased, such as wages orpurchases
of-materials), we have.allocated the
subsidy solely to the year of the grant -
receipt. We construe that a grant is
“tied” when the intended use is known
to the subsidy giver and so
acknowledged prior to or concurrent -
with the bestowal of the subsidy. All
other grants—the vast majority of those
involved in these investigations—are
allocated over.15 years, a period of time
reflecting the average life of capital
assets in integrated steel mills. The 15-
year figure is based on Internal Revenue
Service studies of actual experience in
integrated mills in the U.S. Furthermore,
we understand that a 15-year period is a
common useful life adopted in some of
the countries invoived in these
investigations for steel capital
equipment. We are using this time
period because we-sought a uniform
period of time for these allocations and
this was the best available estnk{e of
the average steel asset life worldwide.
We could not calculate the average life
of capital assets on a company-by-
company basis, since different
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accounting principies, extraordinary
write-oifs, and corporate
reorganizations yielded extreme!y
inconsistent results.

Funds to Cover Losses

In the preliminary determinations we
did not distinguish funds (either in the
form of untied grants or equity
infusions) which were available for loss
coverage from other grants or equity
infusions. We stated that since grants
used for loss coverage often have the
. effect of helping keep the firm in
. business, we allocated the benefit over

15 years when the funds were in the-
form of a grant or used the appropriate
equity methodoiogy when the loss
coverage funds were in the form of
-equity.

Between the preliminary and final
determinations we received the -
comments and suggestions of various
interested parties principally contained
in the pre- and post-hearing briefs. In
addition, we sought the advice of the
Department's accountants and outside
consultants on the issue of the
appropriate treatment of funds for loss
coverage. Based on the above; we have
decided not to allocate the subsidy
benefit of these funds over time but
rather to allocate them to the year of -
receipt.

We-have done so on the advice of
these accounting experts in order to
reflect the nature of the liabilities giving
rise to the loss. These liabilities are
generally the basic costs of operations
(e.g.. wages, materials, certain overhead

expenses)—items generally expensed. in-

the year incurred.

We calculated the magnitude of the
loss from a company’s financial
statements beginning with net earnings
and working back to a cash-based
measure of loss. We allocated to loss
coverage only those grants and equity
infusions which were truly cash inflows
into the company and were actually

"available to cover losses.
In any instances in which infusions
were specifically tied to loss coverage,

we allocated such infusions accordingly.

If infusions were not so tied, we
concluded that generai, untied grants
were a more logical source of loss
coverage assistance than general
infusions of equity. Accordingly, in
making these allocations we treated
funds available from grants as the
primary source of monies availabie for
loss coverage. We allocated funds
available from equity infusions to loss
coverage only in the absence of grants
or after available grant funds had been
exhausted.

We generally treated such cash
inflows as covering the losses incurred

in the previous fiscal year and allocated
the subsidy benefit flowing from such
funds to the year of their receipt. An
exception was made where losses were
continually covered by a special
arrangement with the government (as
through the use of a special reserve
account). In these cases, since the funds
for loss coverage were accessible as the
losses arose, we allocated the benefit
flowing from these funds to the period in
which the losses occurred.

Loans and Loan Guarantees for
Companies Considered Creditworthy

In these investigations, various loan
activities give rise to subsidies. The
most common practices are the -
extension of a loan at a preferential
interest rate where the government is
either the actual lender or directs a
private lender to make funds available
at a preferential rate, or where the
government guarantees the repayment
of the loan made by a private lender.
The subsidy is computed by comparing
what a company would pay a normal
commercial lender in principal and
interest in any given year with what the
company actuaily pays on the

. preferential loan in that year. We ..

determine what a company would pay a
normal commercial lender by
constructing a comparable commercial
loan at the appropriate market rate (the
benchmark) reflecting standard
commercial terms. If the preferential
loan is part of a broad, national lending
program. we used a national average
commercial interest rate as our .
benchmark. If the loan program is not
generally available—like most large
loans to respondent steel companies—
the benchmark used instead, where
available, is the company’s actual
commercial credit experience (e.g., a
contemporaneous loan to the company
from a private commercial lender). If
there were no similar loans, the national
commercial loan rate is used as a
substitute rate. Finally, where a national
loan-based interest rate was not
available, an average industrial bond
rate was used as best evidence.

For loans denominated in a currency
other than the currency of the country
concerned in an investigation, the
benchmark is selected from interest
rates (either national or company-
specific, as appropriate) applicable to
loans denominated in the same currency
as the loan under consideration (where
possible, rates on loans in that currency
in the country where the loan was
obtained: othierwise, loans in that
currency in other countries, as best
evidence). The appropriate discount rate
remains the risk-free rate as indicated
by the secondary market rate for long-

term debt obligations of the company’s
home country government. The subsidy
for each year is calculated in the foreig
currency and converted at an exchange
rate applicable for each year.

After calculating the payment
differential in each year of the loan. we
then calculated the present value of thi
stream of benefits in the year the loan
was made, using the risk-free rate (as
described in the grants section of this
appendix) as the discount rate. In other
words, we determined the subsidy valu
of a preferential loan as if the benefits
had been bestowed as a lump-sum grar
in the year the loan was given. This
amount was then allocated evenly over
the life of the loan to yield the annual
subsidy amounts. We did so with one
exception: where the loan was given
expressly for the purchase of a costly
piece of capital equipment, the present
value of the payment differential was
allocated over the useful life of the
capital equipment concerned.

For loans not tied to capital
equipment with mortgage-type
repayment schedules, this methodology
results in annual subsidies equivalent t
those calculated under the methodolog)
previously employed by the Departmen
whereby we considered the difference i
total repayments in each year of a loan

- difetime to be the subsidy in that year.

For loans with constant principal
repayments (i.e., declining total
repayments), loans with deferral of
repayments, and loans for costly capita
equipment. the value method results in
even allocations of the subsidy over the
relevant period. This effectively front
loads countervailing duties on these
loan benefits in the same manner as
grants are front loaded.

A loan guarantee by the government
constitutes a subsidy to the extent the
guarantee assures more favorable loan
terms than for an unguaranteed loan.
The subsidy amount is quantified in the
same manner as for a preferential loan.

If a borrowing company preferentiall
received a payment holiday from a
government lending institution or from :
private lender at government direction,
an additional subsidy arises that is
separate from and in addition to the
preferential interest rate benefit. The
subsidy value of the payment holiday it
measured in the same manner as for
preferentiai loans, by comparing what
the company pays versus what it would
pay on a normai commercial loan in an;
given year. A payment holiday early in
the life of a loan can result inBuch large
loan payments near the end of its term
that, during the final years, the loan
recipient’s annual payments on the
subsidized loan may be greater than
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they wouid have been on an
unsubsidized loan. By resilocating the
Denefit over the enure life of e ioan
througn the present vaiue methodoliogy
described above, we avoid imposing
countervaiiing duties in excess of the
aet sudsidy. YWiaere we have sufficient
evidence that deferment of principal is a
Jormai and/or customary lending
practice in the country under
caonsideration. thea such deferral has not
been considered as conierring an
additional subsidy.

' Loans and Laan Guarantees for )
Comparues Consigered Uncreditworthy

[n a number of cases petitioners have
aileged that certain respondent steei
companies were uncreditworthy for
purposes of these investigations at the
time they recasived preferential loans for
guarantees, and that they could 2ot have
obtained any commercial loan without
government interventon.

Where the company under
investigation has a history of deep or
significant continuing losses, and

(if any) access to private
lenders, we generaily agree with
pedtioners, This does not mean that
such a company is totaily
uncreditworthy for all purposes.
Virtually all companies can obtain
limited credit, such as snort-term
supplier credits, no matter how
precarious their Snanciaj sitnation. Qur .
use of the term uncreditworthy means
simoiy that the company ‘n question
would not. in our view, save been abie
to obtain comparabie loans in the
apsence of govercment intervention.
Accordingly, in these situations neither
national nor company-specific market
interest rates provide an appropriate
bencamark since, by definition, an
uncreditworthy company could a0t
receive loans on these or any terms
without zovernment interventicn. Nor
ave we been abie !0 find ady
reasonabie and practcal basis for
seiecting a risk premuum to be added to
3 nadonai interest rate in arder to
2stablisa an appropnate interest
bencahmark or companies considered
un:::edinvonhy. Taerefore, we contizue

Teat (oars to an uncreditwaorthy
mnany as an equty inrfusion by or at

“"e cirecdon of the gcvernment. Ve
Ceiieve this rsament is justified by the
great risk. very junior status. and lew
crocacuity of repayment of these ioans
apsent government intervention or

dirscdon. To ke extent that princpal
an:'/'or terest :s acmuaily zaid oa these
‘cans. we 2ave aciustag our sutsidy
caiculation (whica is .,e..ur:::ec' using
cur equuly Metncaciogy. LIrs) 1o redect
tmis. We nave acplieq ine sate of rerura
snorad (e amount ov waiea e

corporate rate of retum on equity was
lower than the nadonai average rate of
return on equity) oniy ‘o the cutstanding
prmmpm in the year wihick we are
measuring subsidization. From this
amount. we admnonaﬂy substract any
interest and fees paid in that year.
Moreover, in no case do we countervail
a lcan subsidy to a creditworthy or
uncreditworthy company more than if
the government gave the principal as an
outrignt grant.

Short-Term Credits

In all our cases, even the most
financially Troubied companries reguiarly
receive short-term supplier credits. We
find. this type of deot different and
easily distinguishabie rom the loans
previousiy discussed. Where a company
receives private-sourced suppiier credits
we have found this countervaiiable only
where they were at preferential rates
because of explicit government
direction,

Where supplier credits were not given
at a preferental rate directed by the
government, we found no subsidy.
Furthermore, since the risk involved and
basis for giving suppiier credits is -
qualitatively different than for long-term
loans, we did not interpret the presence
of suppiier credits as an indication of
ceditworthiness.,

Egquity

Petdtioners allege that government
purchases of equity.in respondent stee]
companies confer a subsidy equal to the
entire amount of the equity purchased.
Many respondents claim that such
equity purchases are investments on
commerciai terms, and thus do not
confer subsidies on these companies.

Itis well settled that neither
government equity ownership per se, nor
any secondary beneft ‘o the-company
reilecting the private market's reaction
‘o government ownersiip, confers a
supsidy. Government ownersnip coniers-
a subsidy only when it is on terms
inconsistent with commereial
considerations. An equity subsidy
potentiaily arises when the goverament
makes equity infusicns into a company
wilch is sustaining deep or significant
condzuing losses and for whica thers
does 10t appear ‘o be any reasonabie
.nn...aucn of a rapid recavery. If suca
iosses 2ave Deen incurred. then we
consider Tem wiom the equity was
purciased and at what Jrice. or, absent
a market vaiue for the equity, we
exarmine ‘ne rate of "emurn on e

ccmpany’s equity and comeare it o the
zaticnai average rate of remar= on
aquitr.

I ‘ze government Suys jreviousiv
issued spares cn a marxet cr direciy

from sharenoiders rather than from the
company, there is no suosidy to the
company. This is ttue no matter wanat’
price the government pays. sinca any
overpayvment benefits oniy the prior
sharenoiders and not the company.

If the government buys snares directly
from the company (either a new issue or
corporate treasury stock) and simiiar
shares are traded in a market, a subsidy
arises if the government pays more than
the prevailing market prica. The
Department has a strong preferencs for
measuring the supsidy by refersnca to a
market price. TRiS price, we peligve,
rigaty incorporates private investors'
perceptions of the company’s future
earning potendal and worth. To aveid
any effect on the market price resulting
from the government's purchase or
specuiation in anticipation of such
purchase, we used for comparison a
market price on a date sufficiently
preceding the goverzment's action. Any
amount of overpayment is treated as a
grant to the company.

1t is more difficuit o judge the
possibie subsidy effects of dirsct
government infusions of equity where
there is no markat price for the snares
(as where, for exampie,, the government
is already sois owner of the compary).
Gavernment equity participation can ce
a legitimate commerciai verture. Cftan,
however, as in many cf these steei
cases, equity infusions foillow massive
or continuing icsses and are part of
nationai government programs-to
sustaig or rationaiize an industry whica
otherwise would not be competitive. We
respect the government’s
characterizadon of its infusion as equity
in a commercial venture. However, to
the extent in any yesr that the
government reniizes a rate of rezum on
its equity investment in a particular
comrany wihich is iess than the average
rate of remurn on equity investment or
the counoy as a wioie (thus incinding
Teturns on both successrui and
unsuccessiui investments), its equity
infusion is considered to confer a
supsidy. This “rate of rerurn sportfail”
(the differenca between the company's
rata of return on equity and the national
average rate of retura on equity) is
muitiviied ov *he originai equity mrusion
(less any !oss coverage to waicohe
equity Sunds were appiied) to yieid the
arpuai sugsidy amount. Under ao
circumstances do we cSunt e-vax.l in any
vesar an amount greater ‘tan that which

‘s caicuiated weadrg the governmernt's
equily 1nfusion as an cux:-ﬁnl.zgran'

< ,:'g"/e:zess “7' Zeor

"Nnere we zave fouzd ‘hat ke
goverzment 1as forgiven an cutstanding
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debt obligation, we have treated this as
a grant to the company equal to the.
outstanding principal at the time of
foregiveness. Where outstanding debt

has been converted into equity (i.e., the

government receives shares in the
company in return of eliminating debt.
obligations of the company), a subsidy
may resuit. The existenca and extent of
such subsidies are determined by
treating the canversions as an equity
infusion in the amount of the remaining
principal of the debt. We then calculate
the-value of the subsidy by using our
equity methodology, supra.

Coal Assistance

As explained in detail in our notica of
“Final Affirmative Countervailing Duty
Determinations: Certain Steel Products
from the Federal Republic of Germany”
(47 FR 39345), we have analyzed and
verified aspects of the German coal
subsidy program as it applied to steel.
Based upon the verified information in
the records of these investigations, we
have determined that this particular .
program does not confer a .
countervailable benefit on either non-
German or German steel producers.

As we stated in some of the
preliminary determinations reached on
June 10.(47 FR 28309), benefits bestowed
upon the manufacturer of an input do
not flow down to the purchaser of that_
_ input if the sale is transacted at arm’s .

length. In an arm’s length transaction, .

the seller generally attempts to
maximize its total revenue by charging
as high a price and selling as large a
volume as the market will bear.

The application of these principles to
sales of German coal outside Germany
is as follows. The records of these
transactions show that the prices
charged for subsidized German coal
outside Germany certainly do not
" undercut the freely available merit
prices. Therefore, non-German
purchasers of subsidized German coal
do not benefit from Germany coal
subsidies. ) .

In support of this conclusion, we note
that if non-German steel procedures did
benefit from German coal subsidies,
they would attempt to purchase German
coal rather than unsubsidized coal from
other sources including the U.S., since
there are no restrictions on their ability
to do so. The fact that they purchase
significant amounts of unsubsidized U.S.
coal indicates that the subsidies on
German coal do not flow to non-German
coal consumers. -

Moreover, it is extremely unlikely that
the German government would
significantly subsidize non-German coal
consumers unless compeiled to do so by

obligations with respect to the European
Communities.

Since there is no evidence of such
obligation, we conclude that the German
government is not in fact subsidizing
non-German coal consumers.

For these reasons, we determine that
non-German steel procedures do not
be:fﬁt from subsidization of German
co

Research and Development Gronts and
Loans ‘

Grants and preferential loans
awarded by a government to finance
research that has broad application and
yields results which are made publicly
availabie do not confer subsidies. -
Programs of organizatfons or instttutions
established to finance research on
problems affecting only a particular
industry or group of industries (e.g..
metallurgical testing to find ways to
make cold-rolled sheet easier to
galvanize) and which yield results that

' are available only to producers in that
- country (or in a limited-number of

countries) confer a subsidy on the -
products which benefits from the results'
of the research and development (R&D).
On the other hand, programs which -
provide funds for R&D in a wide range

- of industries are not countervailable.

even when a portion of the funds is
provided to the steel sector.
Once we determine that a particular

program is countervailable, we calculate -

the value of the subsidy by reference to

- the form in which the R&D was funded.

An R&D grant is treated as an.“untied”
grant; a loan for R&D is treated as any

other preferential loan. -
- Labor Subsidies

To be countervailable, a benefit
program for workers must give
preferential benefits to workers in a
particular industry or in a particular
targeted region. Whether the program
preferentially benefits some workers as
opposed to others is determined by
looking at both program eligibility and
participation. Even where provided to
workers in specific industries, social
weifare programs are countervailable
only to the extent that they relieve the.
firm of costs it would ordinarily incur for
example, a government’s assumption of
a firm's normal obligation partially to
fund worker pensions.

Labor-related subsidies are generally
conferred in the form of grants and are
treated as untied grants for purposes of
subsidy caiculation. Where they are
small and expensed by the company in
the year received, we likewise allocated
them only to the year of receipt.
However, where they were more than
one percent of gross revenues we

allocated them over a longer period of
time generally reflecting the program
duration.

~

Comments by Parties to the Proceeding
* Grants

Comment 1: Respondents claim that
the present value methodology used in
these investigations does not provide a
“real” value and that it is based on -
assumptions which do not reflect the
realities of the manufacture of the
products under investigation.

DOC Position: The present value
concept is a widely recognized tool of
financial and economic analysis. Its
utility and necessity derive from the fact
that money has a time value: For — :
example, as stated above, $100 million
today is considerably more valuable to a
grant recipient than $10 million per year
for the next.ten years. To move a sum of
money through time without adjusting
the nominal amount would seriously
understate the value of the money. So
long as the present value (in the year of
grant receipt) of the amounts allocated
over time does not exceed the face value
of the of the grant, the amount
countervailed will not exceed the total
net subsidy. )

Comment 2: Petitioners argue that
grants and preferential loans awarded

‘axpressly for the benefit of products not

under investigation should aiso be
considered countervailable benefits for
the product(s) under investigation. They
base their argument on the contention
that aid thus received is fungible.

DOC Position: We have not viewed
all aid received for any purpose by
companies under investigation as
fungible, and thus equally beneficial to
all products made by the company in
question. While the law clearly
envisions reaching subsidies which
benefit the product under investigation
indirectly, as 'well as directly, it would
distort and be inconsistent with the
clear intent of the statute, as reflected in
its legislative history, to allocate to
products under investigation any portion
of benefits clearly tied to products not
under investigation. This is particularly
true since we are compelled to allocate
fully to the products actualily being
investigated any subsidies directly tied
to them. To allocate tied subsidies fully”
to the products to which they are tied
and simultaneously to allocate any part
of the same subsidies to other products
would result in double-counting, which
would be inconsistent with both the Act
and the Subsidies Cade.

¢ Loans and Loan Guarantees for
Companies Considered
Uncreditworthy
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Comment 3: Respondents argue that
the Department’s msthod of determiming
uncreditworthiness was unfair in that it
was based on hindsight which was not
available to a lender it the time it made
a decision whether or not to provide °
funds to a company.

DOC Position: As outlined in each of
these notices in which
uncreditworthinsss was found, ail
determinations as to the |
Creditworthiness of firms were based
upon information reasonably available
to a potential lender at the time a loan
was given. For instancs, aithough British
Steel Corporation’s financial results. for-
the fiscal year 1978/77 were a major

- factor pointing to uncreditworthiness, in
our final determinations were found
uncreditworthy begimming in fiscal year
1977/78, when the lending community
could reasonably have known of the
weakness of the firm's financial position
in the preceding year. This approach
allows the 1 lender time to
evaluate its behaviorin light of the . .

circumstances of the firm.

- Comment «: Petitioners state that to
the extent that the Department
calculates the benefit from a loan to an
uncreditworthy company as if it were a
grant, failure to use a discount rate to
reflect the greatdr risk of providing
credit to uncreditworthy firms which
could not borrow at any average or
national rate leads to an understatement
of the true value of the subsidy received.

DOC Position: We disagree. Although
we used the average national debt rate
as the discount rate in the preliminary
determinations, we did not intend this to
imply that the choice of the discount

- rate reflected our speculation as to the
riskiness-of the company or the cost of
alternative financing. As discussed in
the Grants section of this appendix, we
view the discount rate as simply a
financial tool to move money-

time. It is not our intention to embed in

this rate any project-specific risk or
company risk. For this reason we are
changing the discount rate used in these
final determinations to the risk-free rate,

a rate equally accessible to all

companies (including very risky ones)
country-wide.

¢ Equity

Comment 5: Respondents argue that

premiums paid over market value of

stack are common in takeovers where
the objective is to gain controi of a firm,
and that therefore such a payment
should not be considered a subsidy.

DOC Position: Payment of a premium

over market value for stock (including

where the objective is to gain controi} is

a special commercial circumstance

which occurs under fairly unique

conditions. Payment of such a premium
for stock in a firm in weak or. distressed

~ financial condition is unlikely, for as a

firm approaches near-bankruptcy, its
market price of equity fails to the
liquidation value range. Furthermorse, it
is highly unlikely for a control premium
to be warranted when the government is
the sole bidder for the troubled firm.

~ Therefore in the absence of compeiling

evidence that a premium payment by a

‘government was warranted and

motivated by commercial conditions (as
evidenced, for example, by similar
competing private bids), the Department
has a strong preference for measuring a
subsidy by the difference between the.
market prica of the stock and the stock
price paid by the government. We
believe that this market price correcﬂy
incorporates private investor's

" perceptions of the worth of thé’ stock.

¢ Coal Assistance

Comment 6: Petitioners reject the
Department’s view that a party receiving
a benefit on the production of its
merchandise is not assumed to share
that benefit with an unrelated
purchaser. They maintain that a party
may market its products at a lower price
than it would be able to charge absent
the subsidy in-order to secure or hold on
to a larger share of the market, and thus
to increase its profitability by realizing
lower unit costs and increased unit
sales.

DOC Position: We agree that there is
more than one way to seek to achieve
maximum profitability. In these

" investigations, in fact, assistance to coal
-has been provided to enable some coal

companies to sell below their cost of
production. However, the German coal
companies do not sell below the prices
of coal as soid in Europe and elsewhere.
In fact, German steel producers are
required to pay a slight but significant
premium for German coal. Under these
circumstances, we disagree with
petitioners’ argument that German steel
companies are indirectly subsidized
through German coal subsidies.
Comment 7: Petitioners argue that the
Department should have considered
German coal subsidies to subsidize all
steel companies purchasing that coal,
both German and non-German, because
the intent of the coal subsidies is to
stabilize coal supplies to the ECSC steel
industry and to insure that industry
against the risk of adverse price
developments on the world market.

" Petitioners claim that without this

subsidized coal, the ECSC steel
companies would have had to pay
higher world market prices.

DOC Position: For the reasons
indicated supra, we believe that it i3 too

speculative to consider possible effects
on world pricss for coal in the
hypothetical absence of German:
subsidization of its coal industry.
However, if coal prices would rise in

- that event, we believe that they would -

rise throughout the worid. We do not
believe that prices would rise for
European purchasers of coal rather than
non-Europeans.

As also indicated in detail supra, we
believe that the real economic effect of
German subsidies is to penalize, not to
assist, German steel companies. As a
result of the German coal policy,
German steel companies are required to
pay a slight premium above the worid
market price for their coal purchases;
Non-German purchasers of subsidized
German coal similarly receive no
demonstrabie price advantage.

Comment 8: Petitioners argue that the
ECSC and the FRG government, through
an “intense program of coordinated
subsidy financing,” have assisted the-
German coal and steel industries in
order to sustain production at cost
efficient levels, in significant part by
producing for export.

DOC Position: Although the -
arguments seem ambiguous, we believe
that petitioners mean to imply that the
German and ECSC coal assistance
programs constitute an export subsidy
for steel. If so, then we disagree, since in
both cases coal assistanca is provided
without the establishment of any

. condition concerning the exportation of

steel produced using that coal.

. Comment 9: Petitioners object to the

Department’s alleged requirement that a
subsidy on an imput be demonstrated to
confer an unfair competitive advantage.
Petitioners imply that in so doing, the
Department is usurping the jurisdiction
of the International Trade Commission
which is authorized to determine injury.
DOC Position: Under the Act, the
Department is required to determine
whether respondents have received
subsidies within the meaning of the Act.
To do so, the Department seeks to
determine whether or not respondents
have received directly or indirectly an
economic benefit. Whereas this is
relatively easy in the case of the direct
bestowal of a grant, it is quite difficult
with regard to indirect subsidies
allegedly conferred through the
subsidization of imputs used in a final
product. In this more complex area, we
believe it is required for the Department
to consider whether there is an
economic benefit to foreign
manufacturers of an individuaRBinmyut.
This is quite distinct from the ITC's
determination whether imports of the
final product into the United States
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'injura a U.S. industry. The Department
therefore disagrees with petitioners on.
this issue..

Appendix 3.—~Programs Administered
byomﬁmofthn&mpun

L 7720 ECSC

On April 8, 1965..the three separate :
European communities—the European
Coal and Steel Community (ECSC), the
European Economic. Community (EEC),
and the Eurapean Atomic Energy
Community—signed a treaty to merge
into the Enropean Communities (EC).
Article 9 of the merger treaty
established the Commission of the
European Communities to take the place
of the High Authority of each of the
formerly independent institutions: The
merger became effective in 1967.

The ECSC itself was established by
. the Treaty of Paris in 1951 to modernize

production. improve quality, and assure
a supply of coal and steel to the membes
countries. The Treaty of Paris governs
"all programs.intended directly to affect
the steel industry. Funds for these
programs flow from two sources: (1)
ECSC borrowings on international

capital markets, and (2) the ECSC’
budget. .
A. ECSC Determined To Be

Subsidies.—1. ECSC Loan Guarantees.
Under Article 54 of the Treaty of Paris,
the ECSC is authorized to guarantee
loans from commercial lenders to coal
and steel companies. Since these
guarantees are intended specifically for
the steel industry, we find the resulting
benefits to be countervailable. The
countervailable benefit is the difference
between tha interest rate charged by
private lenders to commercial customers:
in the ordinary course of business and
the rates available with an ECSC loan
guarantee:.

2. Pz‘agrams Funded Through ECSC
Borrowings. Because of its quasi-
governmental nature, the ECSC is able
to raise funds at interest rates lower  _
than those which would be available on
commercial terms to European steel
companies. When the ECSC relends
these borrowed funds to a company
without increasing the interest rate, any
difference between the lower rate
passed on and the rate otherwise
available to the steel company in the
commercial financial market (the-
“benchmark’™) is a benefit to the
company. For this reason, we determine
that ECSC loans raised threugh capital
market funding are countervailable
insofar as they offer preferential interest
rates (i.e., rates which would not be
available on commercial terms) to steel
companies. Consequently, any loan to a

~. steel company involving ECSC funds

borrowed on international capital
markets, provided under an ECSC
assistance program, confers
countervailable benefits to the extent
that the loan is made at a preferential
interast rate.

a. ECSC Industriaf Investment Loans.
Article 54 of the Treaty of Paris
authorizes the ECSC to provide loans to-
steel companies in member countries for
reducing production costs, increasing
production, or facilitating product
marketing. Loans provided under this
program are funded exclusively from
ECSC borrowings on world capital
markets. For the reasons discussed
above, we reaffirm our preliminary
determination that this program confers
countervailable benefits to loan
recipients to.the extent that the interest

" . rates are preferential.

b. ECSC Industrial Reconversion
Loans. Under Article 58 of the Treaty of
Paris, the ECSC provides loans to
companies or public authorities for
investments in new non-steel ventures
in regions of declining steel industry
activity. The goal of the loan program is
to provide employment for former steel
workers in new industries. In our
preliminary determinations, we
concluded that this program did not
appear to benefit steel companies.
Therefore, we preliminarily determined
that it does not confer subsidies on
steel. However, since 6ur preliminary
determinations, we verified that some
industrial reconversion loans have been

‘made for use in the iron and steel

industry. Therefore, to the extent that
such loans were made for steel
production, they confer benefits on steel
production generally or possibly on
particular types of steel products if the
loans were tied. Since this program is
funded exclusively from ECSC

" borrowing on worid capital markets, we

determine, for the reasons discussed
above, that these loans to steel
producers confer subsidies on steel to
the extent that the mterest rates are
preferential.

3. Programs Funded Through the
ECEC Budget. With respect to programs
funded by the ECSC budget, we
preliminarily determined that they do
not confer countervailable benefits
because for 19711980 (thé Tast year for
which complete data were available)
their total amount did not exceed total
levies collected from coal and steel
producers within the ECSC member
states. Since our preliminary
determinations were made we have
verified the following facts about the

composition of the ECSC budget: -

¢ From 1952 through 1956, the ECSC
budget was financed exclusively
through producer-generated levies.

e From 1971 through 1977, the ECSC

« budget was financad exclusively
through producer-generated levies,
funds generated from unexpected
levies, and other relatively small
amounts obtained from steel -
companies (e.g., fines and late
payment fees).

¢ Beginning in 1982, the member state
contribution is to-be used exclusively
to fund one particular program,
rehabilitation aid provided under

Article 58 of the Treaty of Paris.

We continue to believe that programs
funded by the ECSC budget through 197
do not confer countervailable benefits.

However, since 1978 member state
contributions have constituted a portior
of the ECSC budget. Upon consideratio
of this newly available information, for
the years 19781981 we believe it is
more reasonable to assume that

- programs funded by the ECSC budget

are subsidized to the extent that the
budget derives from member state
contributions. To assume to the contrar
(i.e., that a/l program assistance derives

" from levies and levy-generated funds,

and that member state contributions art
used exclusive{y for expenses other
than program assistance) is
inappropriate unless member state
contributions are expressly earmarked
for particular programs. Accordingly, w
have treated as a subsidy in 1981 a
proportion of the benefits received
under programs funded by the ECSC
budget.

Although not relevant to the subsxdxe:
being determined and measured in thes:
investigations, we note that for 1982,
member state contributions have been
so earmarked for one particular
program, rehabilitation aid provided
under Article 56 of the Treaty of Paris. [
all member state contributions are
expended in funding that program, othe:
programs would then be funded by
levies and levy-generated funds, not
from member state contributions.

a. ECSC Labor Assistance ‘
Rehabilitation Aids. Under Article 56 of
the Treaty of Paris, the ECSC provides
matching grants to member states for
programs that assist former steel
workers currently unemployed or in
training for a new trade. In our
preliminary determinations, we implied
that this assistance may confer a
subsidy on the industries for which
waorkers are newly trained, b% (§§cided

" that it does not confer a subsidy on

steel. However, upon verification we
learned that some. though not 4ll of this
assistance has been provided to retrain
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workers for other jobs within the same
industry: and to cover worker
unempioyment and early retirement
expenses, for some of which the
empioying companies may have been
legally responsibie. If such assistance
has been provided to retrain stesl
workers for new steel jobs, and/or to .
cover unemployment and early
retirement expenses which steel
companies would normally be required
to pay, then it benefits the steel

_industry. To that extent, it is considered
a subsidy in these investigations.

This program is funded from the ECSC

budget. In view of the relatively smalil
amounts concarned, we are expensing
this assistance in the year it was
received. Therefore, for purposes of
these investigations, we are capturing
only assistance provided in the period °
for which we are measuring subsidies
(generally 1981). In 1982, member state
contributions accounted for.20.05

percent of the ECSC budget. Therefore,

- for the reasons discussed above, 20.05
percent of the assistancs under Article
56 provided to steel companies for
programs benefitting steel prodnctmn in
1981 constitutes a subsidy on the
manufacture or production of steel.

b. ECSC Interest Rebates. i. Certain
Article 54 industrial investment loans
qualify for further interest reduction
depending on whether they are for
environmental projects, removal of
industrial bottlenecks, promotion of
steel industry competitiveness, or
stabilization of coal production. The
rebates generally reduce the interest
expense for the first five years of the
loan repayment schedule by three
percentage points. The interest rebates -
are paid out of the ECSC budget.
Therefore, we preliminarily determined
that this program does nat confer
countervailable benefits. )

ii. Certain Article 58 industrial
reconversion loans qualify for further
. interest reductions. Like the interest
- rebates on Article 54 industrial
investment loans, these rebates are paid
out of the ECSC budget. In a few
instances the underlying loans made
under Article 56 benefit the products
under investigation (most Article 58
loans were given to non-steel ventures).

For the reasons discussed above, we
have now determined that both these
programs described under (i} -and (ii)
above confer countervailable benefits to
the extent that the ECSC budget in the
year concerned is financed by member
state contributions. In view of the
relatively small amounts concerned, we
are expensing this assistance in the year
it was received. Therefore, for purposes
of these investigations, we are capturing
only assistance provided in the period

for which we are measuring subsidies -
(generally 1981). In 1981, member state
contributions accounted for 20.05
percent of the ECSC budget. Therefore,
for the.reasons discussed above, 20.05
percent of the assistance provided in
1981 consititues a subsidy on the
manufacture or production of steel.-

¢. ECSC coal and Coke Aids.

. Petitioners have alleged that.ECSC

assistance to coal producers in EC
countries constitutes an indirect benefit
to steel produners purchasing that coal.
In our p determinations, we'
did not consider this to confer
counteravailable benefits on steel. The
basis for this conclusion was our
understanding at that time that the
ECSC coat aids are bestowed on all
types of coal, used widely throughout
many industries.

Therefore, we me.soned. the ECSC

. aids on coal cannot be intended to

benefit, and do not benefit, the steel
industry in paritcular; consequently,
under section 1771(5)(B) of the Act; there
is no subsidy to steel in these
circumstances, even though steel
producers in ECSC countries purchase
some ECSC coal. :

However, we have verified that, in
fact, certain ECSC coal aids are
bestowed exclusively on coking coal,
which is used primarily by the iron and -
steel industry. Nonetheless, we continue
tc believe, for other reasons, that the.
ECSC coking coal aids do not confer a
countervailable benefit on the
manufacture or production of steel. We
have no evidence that ECSC-assisted
coking coal is sold to ECSC steel
companies at prices less than the prices
for other freely available coking coal
produced in ECSC member countries but
not assisted by.the ECSC, or for freely
available coking coal produced outside
ECSC member countries. To the
contrary, we have verified information -
that some coking coal is sold in Europe
at prices below the prices of ECSC-
assisted coking coal. This indicates that
the. coking:coal subsidies to coal
producers are not being passed along, in
whole or in part, to steel producers
purchasing that coal in arm’s leng'th
transactions.

Where a subsidized coal producer and
a steel producer are related- companies,
it is reasonabie to question whether, in
fact, the transfer price for coking coal is
established on an arm’s length basis. In
general, our tests for whether the prices
for coking coal ed to a related
company were established on'an arm's
length basis include: (1) Whether the
coal producer sold to its related steel
producer at the prevailing price, and/or
(2) whether the coal producers sold to
its related:steel producers and all other

purchasers of coking coal at the same
price.

B. ECSC Programs Determined Not to
Confer Subsidies.—1. ECSC Housing
Loans for Workers. Article 54(2) of the
Treaty fo Paris authorized the ECSC to
provide loans for residential housing for

. steel workers. In some cases these loan
“funds are provided directly to steel

companies which relend them to their
workers. In other cases, they are

" administered through financial

institutions or housing authorities. These
loans for the construction or purchase of
homes are at highly concessionary one
percent interest rates.

The preferential ECSC housing loans
provide substantial benefits directly to
steel workers. In our preliminary :
determinations, we assumed that they
also indirectly benefit the employer steel
companies by relieving tirem of certain
labor wage costs. However, we have
been unable to substantiate and verify -
this assumption. To the contrary, in
many of the countries concerned there is

‘a high rats of unemployment, which

reduces upward pressure on wages.
Moreover, we found no instance in

which wage rates varied—depending
upon the presence or absence of these
mortgage loans to steel workers—either .
within a steel company or between steel

‘companies. Since we have no firm basis

for determining that the wage demands
of steel. workers would be responsive to
the (non)availability of this mortgage
subsidy, we conclude that the
hypothetical benefits to their employer
steel companies are too remote to be
considered subsidies to these
companies.

2. ECSC R&D Grants and Loans. a.
Article 55 of the Treaty of Paris provides
funding in the form of grants for up to 60

- percent of an R&D project’s cost. The

projects must be for improvements in
the production and use of coal and steel.
On the ground that these grants are
funded exclusively from the ECSC
budget, we preliminarily determined
that this program does not confer
countervailable benefits.
For the reasons discussed above, we
have decided to consider ECSC budget-
funded-programs as countervailable to
the extent that the ECSC budget for the
year concerned is financed by member
state contributions. Nevertheless,
because we have evidence that the’
results of the R&D are made publicly .
available, we have determined that this
program does not confer countervailable
benefits. B-16 °
b. With respect to ECSE R&D loans—
also made under Article 55 of the Treaty
of Paris—we preliminarily determined
that additional information was
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necessary: i.e., information as to how
widely available the resulits of research
are, and from which source the funds
derive. Upon verification, we learned .
that the resuits of the research are made
publicly availabie. Therefore, we
determne that ECSC R&D loans do not
confer countervailabie benefits.

1. The European Investment Bank

The European Investment Bank (EIB)
was created by the Treaty of Rdme
establishing the EEC to fund projects -
that serve regional needs in Europe.
Article 130 of the Treaty of Rome
authorized the EIB to make loans and
guarantee financial projects in ail
sectors of the economy. These projects
include the provision of funds to further
the development of low income regions.
Funds are drawn from debt instruments
floated on world capital markets and.
from investment earnings. Because EIB
loans are designed by charter to serve
regional needs, we find them to be

countervailable where the interest rate .

is less than the rate which would have
been available commercially from a
private lender without govermment
intervention.

The EIB also provides loan guarantees.
to companies in EC member countries.
Again, because this gnarantee was
available in some but not ail regions, it
is regarded as a countervailabie benefit.
These determinations remain unchanged
from our treatment of this issue in our
preliminary determinations.

IIL The European Regional Development
Fund .

The European Regional Development
Fund was established by the EEC to
provide funding in the form of low-
interest loans for industrial projects
designed to correct regional imbalances
within the EEC. The fund also awards
interest subsidies on EIB loans.

We preliminarily determined that this
program is not used by any of.the
manufacturers, producers or exporters
for any of the products from countries
under investigation. We confirmed this
determination through our verification,
s0 it remains unchanged.

Comments Received from Parties to
the Proceeding.—Comment 1: Petitioners
argue that the Department did not
correctly interpret the term “subsidy”
and did not countervail ECSC assistance
programs to the extent that funds for
these programs were derived ffom the
ECSC budget.

DOC Position: As explained in detail
supra, the Department has determined
that ECSC budget-funded assistance is
potentially countervailable to the extent

that the ECSC budget for the year

concerned is financed by Member State
contributions. ’

Whether or not wa found particular
ECSC budget-funded assistance to
confer a subsidy on the products subject
to these investigations depended on
other factors as well. For example, we
found that the resuits of ECSC funded
research and development projects were
made publicly available, and therefors
did not consider subsidies. v

Comment 2: Petitioners argue that
ECSC budget-funded assistance
programs confer subsidies on ECSC.
steel producers despite levy financing of
the budget, because the ECSC must-
borrow massively to suppiement the
levies. . .

DOC Position: As indicated in detail
supra, to the extent that the ECSC -
budget in a given year is funded by
Member Statecontributions, we -
‘consider any assistance funded

-generally from the budget in that year to

be partially countervailable. Also as
explained supra, to the extent that ECSC
loans financed by ECSC borrowings on
world capital markets are made to steel
-companies at preferential interest rates,
we believe that they are’
countervailable. )

Comment 3: Petitioners maintain that
ECSC budget-funded programs confer
subsidies even when financed through
levy funding; that the ECSC borrows to
finance its programs, and there is no
delineation between the programs
funded by the levy and the programs
funded by debt:

DOC Position: As explained in detail
supra, we agree that many (though not
all ECSC) budget-funded programs

- confer some countervailable benefit if

~ the assistance was provided in a year in
which the ECSC budget was derived
partially from Member State
contributions. Where it can be shown
that ECSC budget-funded assistance
derives exclusively from levies and
levy-generated funds ultimately derived
from steel producers, no countervailable-
benefit is conferred upon steel
producers by the return to them of their
own funds. However, for the period of
investigation we did not find that any
program's funding derived could be
shown to derive exclusively from levy
financing.

Comment 4: Some petitioners have
claimed that ECSC assistance funded by
producer levies confers subsidies
wherever an individual producer
receives assistance in excess of levies
paid by that producer. -

DOC Position: As-explained
elsewhere in this Appendix and in
Appendix 4, we do not consider ECSC
budget-funded programs to confer
subsidies on steel producers to the

extent such programs are funded by
producer levies. Our view is not affected
by the degree to which individuai
producers which have contributed levies

" do not participate in or receive benefits

from these programs. The producers
probably should be viewed as pooling
their resources, for their mutual benefit,
to create and maintain certain programs
which are available to all the producers.
Qver the reiatively short period for
which we are measuring subsidies,
certain producers have more frequent

-occasion to use certain programs than

other producers. In principle, this is not
different from other types of cooperative
behavior, such as jointly funded risk
insurance, under which not all .
participants will have identical claims
although all contribute equal premiums.
Accordingly, insofar as producer levies
are directly funding the programs, no

. subgidies can be said to arise from any

-

apparent short-term disparity of benefits
received.

Comment 5: Petitioners have.
challenged our preliminary .
determinations that benefits received
under cgrtain ECSC programs funded by
ECSC coal and steel producer levies
were not subsidies. They assert that, in -
reaching such a determination, we have
allowed offsets from subsidies in a
manner contrary to law.

DOC Position: We disagree with

" petitioners’ characterization of the

determination on.this issue. To the
extent that we have viewed benefits
received under ECSC programs as

_ attributable or allocable to producer

levies, we find that no gross subsidy
exits. No “offset” or reduction in’
subsidy amount is made; because the
recipients of the program benefits are

. directly funding those benefits-

themselves and thus the ECSC is not
creating a subsidy. This is not analogous
to governmental benefits funded by
general tax revenues, for the levies in
question are—and since the inception of
the levy system have been—strictly
earmarked for the ECSC budget-funded
programs for which they are, in fact,
used. In reality, the ECSC acts as no
more than the administrator and
distributor of levies collected. and does
3o under such tight restrictions as ta
preciude the conclusion that the return
of levy funds to the producers gives rise
to a gross subsidy.

Appendix 4.—General and GATT-
Related Issues B-17

* General Issues

Comment 1: Petitioners contend that
many of the conclusions in our

- preliminary determinations were

erroneous insofar as they found that
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particular programs of general
applicability and availability within a
country do not give rise to domestic
subsidies. They assert that subsidies
must be found to exist from any
governmental programs providing
benefits, regardless whether those
programs are generally available.
DOC Position: Section 771(5) of the

Act. in describing governmental benefits
which should be viewed as domestic
subsidies under the law, clearly limits
such subsidies to those provided “to a
specific enterprise of industry; or group
of enterprises or industries.” We have
_followed this statutory standard
consistently, finding countervailable .
only the benefits from those programs
which are applicable and available only
to one company or industry, a limited
group of companies or industries, or

- companies or industries located within a
limited region or regions within a
country. This standard for domestic
subsidies is clearly distinguishable from
that for export subsidies, which are
countervailable regardless of their
availability within the country of
exportation. We view the word
“specific” in the statutory definition as
necessarily modifying both “enterprise
or industry” and “group of enterprises or

-industries”. If Congress had intended
programs of general applicability to be
countervailable, this language would be
superfluous and different language
easily could and would have been used.
All governments operate programs of
benefit to all industries,.such as internal
transportation facilities or generally
applicable tax rules. We do not believe
that the Congress intended us to
countervail such programs. Further, our
conclusion is supported by the clear
Congressional intent that “subsidy” be
given the same meaning as “bounty or
grant” under section 303 of the Act.
Never in the history of the
administration of this law or section 303
of the Act has a generally available
program providing benefits to all
production of a product, regardless of
whether it is exported, been considered
to give rise to a subsidy or a.bounty or .
grant. In enacting the Trade Agreements
Act of 1979, Congress specifically
endorsed that interpretation of section
303. Finally, the fact that the list of
subsidies in section 771(5) is not an
exclusive one in no way compeis the
conclusion that domestic benefits of
general availability must or canbe
considered subsidies. Indeed, in view of
the statute and its legislative and
administrative history, we doubt that we
are free to treat such generally available
benefits of domestic programs as

N

subsidies; certainly we are not
compelled to do sc.

Comment 2: Petitioners contend that
our preliminary negative determinations
regarding critical circumstances were
erroneous. They ailege that, in
determining whether imports were
“massive” within the meaning of section
703(e) of the Act, we acted
inconsistently with the law and past
practice by examining imports in the
period subsequent, rather than prior, to
initiation of these cases, thereby
denying petiioners the ability to provide
adequate documentation to support their
allegations. They also disagree with our
characterization of the xmport levels as
not being massive.

DOC Position: This issue is moot.
Under section 703(e) of the Act, in order
to determine that critical circumstances
exist, we must determine that “(A) the
alleged subsidy is inconsistent with the
Agreement, and (B) there have been
massive imports of the class or kind of

merchandise which is the subject of the -

investigation over a relatively short
period.” Section 355.29(e) of the
Commerce Regulations (19 CFR
355.29(e}) on critical circumstances
provides, inter alia, that we will
determine “whether the alleged subsidy
is an export subsidy inconsistent with
the Agreement” (emphasis added). For
purposes of this law, then, under
existing regulatipns, a subsidy may be
viewed as inconsistent with the
Agreement only if it is an export
subsidy. Since all of the subsidies
determined to exist in the cases in
which we are issuing final
determinations in these notices are
domestic, rather than export, subsidies,
we are preciuded from determining that
critical circumstances exist in any of
these cases. .

Comment 3: Some respondents claim
that our adoption in the preliminary
determinations of a number of new
methodoiogies for the ascertainment
and calculation of subsidies was
procedurally deficient as a matter of -
law. They assert that these new
methodologies conflict with past
practice and, therefore, cannot be
implemented in any case before
rulemaking procedures have been
completed, which procedures would
have to provide published notice of
proposed changes and opportunity to
comment.

DOC Position: We do not agree that
the methodologies employed in these
cases have to be the subject of
mlemaking procedures or that such
methodologies couid not be employed
until such procedures have been
completed. The adoption of these

methodologies is neither rulemaking nor
adjudication within the meaning of the
Administrative Procedures Act. Some of
the methodologies empioyed cannot be
said to be in conflict with any past
practice under sections 701 or 303 of-the
Act, for they address issues and factual
situations which, to the best of our
knowiedge. have not previously been
encountered. Others, such as the present
value methodology of valuing money
over time, do represent a departure from
past methods for determining the
existence or size of subsidies. However,
the prior practice, with which the
methodology used in these cases has
been alleged to be inconsistent has
never been prescribed in the Commerce
Regulations or, before that, the Customs
Regulations.

Decisions as to the use of such ,
methodologies are not matters requiring
rulemaking procedures, but are
questions of policy left to the judgment
and discretion of the Department and
decided on a case-by-case basis,
applying the law, as we understand its
requirements and intent, to the facts of
each case. While the Department could
prescribe such methodologies in its
regulations, we have not chosen to do
so. Unless and until that occurs, no
rulemaking procedures can be :
considered necessary before changing
prior methodologies. At the outset of
these investigations, respondents may
have anticipated that certain prior
methodologies would be employed in
place of ones actually used, but they
have no legal right to the maintenance of
such prior practices.

Further, our preliminary -
determinations and subsequent
disclosures to all interested parties fully
explained these methodologies and each
respondent took advantage of its :
opportunity to comment upon them, both
orally and in writing. We took all of
these comments fully intd account in
reaching our final determinations. As
such, each respondent fully participated
in the decision-making process to the
extent of its legal rights, and cannot

- properly be viewed as having been

denied any such rights. Moreover, there
is no substantial evidence in the record
in any of these cases which would
support a conclusion that the respondent
governments, when establishing or
admiristering the programs investigated,
relied to their detriment on prior
methodologies. Indeed, it would be
difficult to conclude that theseB-18
governments in any way considered the
possible consequence under the U.S.
countervailing duty law before taking
the actions which resulted in
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countervailable benefits to the products
.under investigation.

Comment 4: Some rupondents
contend-that many of the benefits
received by the steel companies
investigated, such as aids for:
restructuring, are directly analogous to
procedures and benefits common to -
bankruptcy proceedings. As such, they
are consistent with normal commercial
considerations and shouid not be
considered subsidies.

DOC Position: No respondent has
furnished us any evidence that it has
been subject to formal bankruptcy
proceedings, or that its restructuring or
ather procedures actuaily employed
remotely resembie normal bankruptcy
procedure in its country. In the absence
of any such eviderice the contention of -
respondents is entirely too speculative a
basis upon which to base a

. determination in these cases.
* Gatt-Related Issues

Comment 5: The European
Communities (EC) assert that in order
for a countervailable subsidy to exist
under the GATT, there must be a charge
on the public account. In support of this
contention, the EC cites in particular
item (1) of the [lustrative List of Export
- Subsidies (the List}, included as an
annex to the Agreement on
Interpretation and Application of -
Articles V1, XV1I and XXIII of the
General t on Tariffs and
Trade (the Code). Item (1) of the List

defines as an export subsidy, “Any =~ .

other charge on the public account
constituting an export subsidy in the
sense of Article-XV1 of the General

Agreement.”
- DOC Position: Item (1) does not limit
the definition of subsidy to a charge on
the public account, but rather makes
clear that such a charge is included in
the universe of subsidies which
constitute on their face prohibited.
export subsidies. Items (c) and (d) of the
List show that preferential treatment for
exports, without regard to a charge on
the public account, can also constitute a
subsidy on its face. These items define
as subsidies:

(c) Internal transport and freight
charges on export shipments, provided

or mandated by governments, on terms

more favorable than for domestic
shipments.

(d) The delivery by govem.ments ar
their agencies of imported or domestic-
products or services for use in the
production of exported goods, on terms
or conditions more favorable than for
delivery of like or directly competitive
products or services for use in the
production of goods for domestic
consumption, if (in the case of products)

such terms or conditions are more
favorable than those commerciaily
availabie on world markets to their

exporters.

Item (1), cited by the EC, derives from
the original illustrative list of subsidies
of 1960, which represented an agreed-
interpretation of Article XVI:4 of the
GATT. However, the department notes
that this list aiso inciudes items (c) and
(d) of the current List. Since the
negotiation of Article: XVIL:4 in the 1950s,
there has never been a consemsus a on
an interpretation such as that advanced
by the EC. Rather; it has been generally-
accepted that the range of activities

covered by the term subsidy as used in

the GATT is quite broad, including
charges on the public account as well as
certain activities which do not:
necessarily involve such a charge.
Comment &: The EC argues that
subsidies other than export subsidies
cannot be considered countervailable
under the Code unlesa such subsidies
“(a)dversely affect the conditions of
normal competition. In the absence of
any such distortion, subsidies, other -
than export subsidies, ars recognized as
important instruments for the promotion
of social and economic policy objectives
against which no action is envisaged by
the Code.” The EC further argues that
the Department considered regional aids
countervailable “{w)ithout taking into
consideration any disadvantages
incurred by companies having to

- operate in economically retarded and

remote-areas. * * * This approach does-
not take into account; that under GATT
and the Code countervailable subsidies
are only those, which adversely affect
the conditions of normal competition.”
In support of this contention, the EC
cites Article 11 of the Code, “Subsidies
Other Than Export Subsidies.”

DOC Position: The language of Article
11 does not prejudice the right of any

- signatory to the Code to countervail

against non-export subsidies. The
language of the Article is theresuit of
compromise between the United States
and the EC at the time of the negotiation
of the Code; the United States proposed
to include an illustrative list of domestic
subsidies, while the EC position was
that such subsidies should not be
considered countervailable. The
Department notes that, while no list of
domestic subsidies was incorporated
per se_in the Code, examples of such
subsidies are included in Article 11. In
contrast, the position of the EC was not
adopted, as no such prohibition
regarding the countervailability of
domestic subsidies appears in the Code.
The fact that certain subsidies are not
prohibited by the Code is not relevant to
a determination as to whether such

subsidies confer a countervailable
benefit in a specific case.

In addition, the Department notes that
Articie 11:3 of the Cade states. “{t}he
above form of (non-export) subsidies are
normaily granted either regionaily or by
sector.” Article 11:2 states:

“Signatories recognize, however, that
subsidies other than export subsidies
* * * may cause or threaten to cause
injury to a domestic industry of another
signatory or serious prejudice to the
interests of another signatory or may
nullify or impair benefits accruing to
another signatory under the General
Agreement, in particular where such
subsidies would adversely affect the
conditions of normal competition.
Signatories shall therefore seek to avoid
causing such effects through the use of
subsidies. In particular, signatories
when drawing up their policies and
practices in this field, in addition to
evaluating the essential internal
objectives to be achieved, shall also
weigh, as far as practicable, possible
adverse effects on trade. They shall also
consider the conditions of worid trade
the production (e.g. price, capacity

- utilization, and supply of the product

concerned).

While there is no agreed definition of
the term “normal competition” in the
context of the GATT, the term can
reasonably be construed to include
comparative advantage, a concept about
which little, if any, serious dispute exists
among economists. The argument of the-

.EC flows against the logic of

comparatiive advantage. Subsidies used
to alter the comparative advantage of
certain regions with respect to the
production of a certain product or
products are by definition distortive of
trade and the ailocation of resources,
and, therefore, must affect normal
competition, including competition with
producers in the market of the importing
country. There is no evidence that the

- governments of the countries in
question, with regard to most of the

programs and benefits under |
consideration, specifically sought to
avoid causing injury to the domestic
industries of other Code signataries, or
even considered possible adverse
effects on trade, as required by Article
11:2.

Finally the Department notes that
Article 4 of the Code, “Imposition of
countervailing duties”, makes no
distinction between domestic and
export subsidies.

Comment 7: In ob;ecﬁng to &e
methodology used by the Department to
calculate the subsidies found to exist by
virtue of grants, preferential loans and
loan guarantees (See Appendix 2,
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Methodology), the EC argues that
“Article VI of the GATT provides that a
countervailing duty may not exceed the
amount of subsidy ‘determined to have
been granted’. The use of the word
granted rather than ‘received’ and the
absence of any reference to ‘value’ or
‘benefit’ indicates clearly that the
countervailable amount is the financial
contribution of the government rather
than the much more nebulous benefit to
the !t'_)eceipient." (Emphasis in the EC
rief).

DOC Position: The position of the
Department with respect to the need for
a specific financial contribution of the
government is discussed above. With
respect to the calculation of the amount
of the subsidy, the Department believes
that the use of the word “granted” in
Article V1.3 does not control the
question of calculation of the amount of
a subsidy, but merely refers to the
existence of the subsidy. In fact, as the
EC itself notes, Footnote 15 to the Code
states, “An understanding among
signatories should be developed setting
out the criteria for the calculation of the
amount of subsidy.” Were the amount of
subsidy always equal to a charge on the
public account, such an understanding
would be unnecessary.

Article 4:2 of the Code states that
“(n)o countervailing duty shall be levied
on any imported product in excess of the
amount of the subsidy found to exist
* * *." The position of the Department
is that the subsidy is the benefit
received by the producer or exporter: In

no way does the language of Article 4 of -

the Code or Article VI of the GATT
mandate a methodology to be used by
signatories in the calculation of a
subsidy as long as no consensus to the
contrary exists (as referred to in
Footnote 15). As a matter of general
interpretation of the Code and the
GATT, the omission of language dealing
with a specific issue must be seen as a
purposeful decision on the part of the
signatories to leave the question open
(see Comment 8 and DOC Position,
below).

Comment & The EC has criticized the
Department for making unilateral
interpretations of various provisions of
the Code, in particular with respect to
determinations as to whether certain
specific practices are subsidies and with
respect to the- methodologies employed
in calculating the value of a subsidy.

DOC Position: The Department will
follow, as far as U.S. law permits, the
mandatory provisions of the Code, as
well as any interpretations on which a
consensus exists among all Code
signatories including the United States.
However, the Code does not require
inaction by signatories with regard to

areas not clearly covered by the Code or ‘

by agreed interpretations of the Code.
Such a requirement would be
inconsistent with practice under the
GATT as it has developed since its
inception in 1947. The fact that the Code
is silent with respect to whether a

- specific practice constitutes a subsidy

does not mean that no signatory may
make a determination with respect to
that practics in the course ofa
proceeding. The fact that the signatories
have not agreed on a methodology for
the calculation of the amount of &
subsidy does not mean that no signatory
may adopt a methodology in the
absence of such agreement, since the
inability to calculate the amountof the
subsidy found to exist would clearly
frustrate the intent of the Code and the
GATT.

Comment 9: The EC objects to the
Department's use of average return on
investment as a measure of the
commercial rasonabieness of a
government infusion of equity in the

. absence of a market price-for shares.
The EC argues that “(i)t follows from the:

GATT that the decisive criterion is the’
cost to the Government and therefore
the investment should be treated as a
long-term loan by the Government and
the long-term return should be measured
against the rate at which the
Government borrowed money to make
the investment.”

DOC Position: The Code notes in
Article 11:3 that possible forms of non-
export subsidies include “(g)overnment
subscription to, or provision of, equity
capital.” However, the Code and the
GATT are silent on the question of
precisely when such.activity does
constitute a subsidy and, where found. -
how such a subsidy should be .
calculated. The position of the EC with
respect to this issue turns on defining a
subsidy as the-cost to the government.
As discussed above in the response to
Comment 6, the Department rejects this
position. In any event, the equity
infusions in question were not.long-term:

- and had no provisions for repayment.

Accordingly, it is not possible to
conclude that the decision of the
Department is inconsistent with the
GATT or the Code (see Appendix 2 for a
discussion of the methodology employed
by the Department with respect to -
equity infusions).

Comment 10: The EC avers that *“(t)his
distinction (between creditworthy and
uncreditworthy companies] is a

complete innovation and is not provided:

for anywhere in the GATT. Since that
GATT criterion for the determination of
a subsidy is the financial contribution of
the government, the creditworthiness of
the companies is irrelevant.” i

DOC Position: The fact that the GATT
does not address this issue specifically.
does not preciude consideration of the
issue where it arises in the course of a
proceeding. As discussed above, the
Department does not agree that the only
criterion for the determination of the
existence of a subsidy under-the GATT.
is the financial contribution of the
government. Therefore, the question of
the creditworthiness of a borrower is
relevant because a loan to a company
unable otherwise to obtain creditisa -
greater benefit to that company than a
comparable. loan to a company which is
able to obtain financing on its own.

Comment 11: The EC argues that the
Code must be interpreted in its entirety,
and that the various provisions must be
considered in relation to each other. In .
particular, the EC emphasizes that the
List prescribes by implication the
manner in which subsidies must be
determined to exist and must be

‘calculated.

DOC Position: The Depamnent agrees
that the Code must be interpreted as a
whole. This includes the Code's

. distinction between subsidies which are

prohibited per se and subsidies-which
are prohibited only under certain
circumstances. The subsidies which are
enumerated in the List are prohibited

.per se under Article 9, and, hence,

actionable under “Track II", as provided
for under Articles 12, 13, 17 and 18. As
its title implies, the List is i//ustrative of

-the types of practices which constitute

grounds for the invocation of Track II
dispute settlement procedures.

The-list is thus descriptive of
prohibited practices, not dispositive of
the calculation of the value of any
subsidy conferred under any particular
practice. Thus there is no inconsistency
between the Department's calculation of
benefits conferred by export subsidies
compared with benefits conferred under
domestic programs, since the
Department employs uniferm
methodologies without regard to any
distinction between the two types of
subsidies.

Comment 12: The EC states that
“Appendix B {of the Preliminary
Determinations) contains a disturbing
assertion: ‘In the absence of special
circumstances, a party receiving a
benefit on the production of its
merchandise /s not assumed to share a
benefit with an unrelated purchaser.’ (47
FR 28307, 26309 (1982) emphasis
supplied.) The implication is that the
existence of a countervaila Jg ygbsxdy,
i.e., ‘benefit’ can be assume m§
circumstances * * *.” The EC asserts
that the Code requires that the elements
necessary for the imposition of
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countervailing duties be established by
positive factual evidence. Further, the
EC adds that “{t)he only instance in

which Title VII permits a presumption is.

under section 771(7)(E)d) * * *.”

DOC Position: The Department agrees
that determinations as to the existence
of a subsidy should be based on verified
facts. However, this is possible only
insofar as the facts are made available -
to the Department during the course of a
proceeding. As a matter of normai
procedure, the Department requests
information from all interested parties,
including the foreign government
invoived, in order to establish the facts
upon which its determinations may be
based. The Department followed this
procedure in the instant cases. In those
instances where the Department has
been forced to make a determination on
the basis of-incomplete information, the
responsibility rests with the interested
parties who, despite the requests of the

Department, failed to provide such
information to the Department in a
timely manner., o

Where incomplete information has-
formed the basis of decisions of the
Department in particular cases, there is-
no contravention of the obligations of
the Department with respect to the Code
or the statute. Article 29 of the Code
provides: : :

In cases in which any interésted party:
or signatory refuses access to, or
otherwise does not provide, necessary-

information within a reasonable period -

or significantly impedes the . -
investigation, preliminary and final

findings, affirmative or negative. may be. :

made on the basis of the facts -
available.” Furthermore, Section 778(b}
of the Act provides:
~ “In making their determinations under
this. title, the administering authority
and the Commission shall, whenever a -
party or.any other person refuses or is
unable to produce information requested
in a timely manner-and in the form
required, or otherwise significantly
impedes an investigation, use the best
information otherwise available."
(FR Doc. 82-26468 Flled 9-24-82; 8:45 am|
BILLING CODE 3510-25-M

B-21
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Final Afﬂrmatlve'Countervailing Duty
Determination: Carbon Steel Wire Rod
From France

AGENCY: International Trade
Administration, Commerce.

ACTION: Final Affirmative
Countervailing Duty Determination:
Carbon Steel Wire Rod from France.

SUMMARY: We have determined that
certain benefits which constitute

subsidies within the meaning of the
countervailing duty law are being
provided to manufacturers, producers,
or exporters in France of carbon steel
wire rod, as described in the “Scope of
the Investigation” section of this notice.
However, the estimated net subsidy for
Normandie on wire rod is de minimis.
Therefore, the suspension of liquidation
ordered in our preliminary affirmative
countervailing duty determination
concerning wire rod from Normandie
shall be terminated. All estimated

- countervailing duties shall be refunded

and all appropriate bonds shall be
released. The estimated net subsidy for
Sacilor is indicated under the
“Suspension of Liquidation” section of
this notice. The U.S. International Trade
Commission (ITC) will determine within
45 days of the publication of this notice
whether these imports are materially
injuring, or threatening to materially
injure, a U.S. industry.

EFFECTIVE DATE: September 27, 1982
FOR FURTHER INFORMATION CONTACT:

of section 701 of the Act are being
provided, directly or indirectly, to the
manufacturers, producers, or exporters
in France of carbon steel wire rod.
Counsel for petitioners alleged that
“critical circumstances™ exist, as
defined in section 703(e) of the Act. We ~
found the petitions to contain sufficient
grounds upon which to initiate a
countervailing duty investigation, and
on March 1, 1982, we initiated a
countervailing duty investigation {47 FR
5739).

Since France is a “country under the
Agreement” within the meaning of
section 701(b) of the Act, an injury
determination is required for this
investigation. Therefore, we notified the
ITC of our initiation. On March 26, 1982,
the ITC preliminarily determined that
there is a reasonable indication that
imports of carbon steel wire rod from
France are materially injuring, or
threatening to materially injure, a U.S.
industry (47 FR 13927). We presented
questionnaires concerning the -

Nicholas C. Tolerico, Office of lnvestigaﬁon%uegaﬁons to the Delegation of the

Import Administration, International
Trade Administration, U.S. Department
of Commerce, 14th Street and
Constitution Avenue, N.W., Washington,
D.C. 20230, telephone: (202) 377-4038.
SUPPLEMENTARY INFORMATION:

Final Determination

Based upon our investigation, we have
determined that certain benefits which
constitute subsidies within the mearing
of section 701 of the Tariff Act of 1930,
as amended (the Act), are being _
provided to manufacturers, producers,
or exporters in France of carbon steel
wire rod, as described in the “Scope of
Investigation” section of this notice. The
following programs are found to confer
subsidies: .
¢ Preferential financing including equity

infusions -
¢ Grants
¢ Certain labor-related aid
¢ Research and development

We determine the net subsidy to be
the amount indicated for each firm in
the “Suspension of Liquidation™ section
of this notice.

Case History

On February 8, 1982, we received a
petition from counsel for Atlantic Steel
Corp., Georgetown Steel Corp.,
Georgetown Texas Steel Corp.,
Keystone Consolidated, Inc., Korf
Industries, Inc., Penn-Dixie Steel Corp.,
and Raritan River Steel Co., filed on
behalf of the U.S. industry producing
carbon steel wire rod. The petitioners
alleged that certain benefits which
constitute subsidies within the meaning

ommission of the European
Communities and to the government of
France in Washington, D.C. On May 7,
1982, we received the responses to the
questionnaires. A supplemental
response was received on may 25, 1982.
On July 8, 1982, we issued our
preliminary determination in this
investigation (47 FR 30553). This stated
that the government of France was -
providing its manufacturers, producers,
or exporters of carbon steel wire rod
with benefits which constitute subsidies.
The programs preliminarily determined
to bestow countervailable benefits were:
¢ Export credit insurance
+ Preferential financing including equity

infusions

¢ Grants
* Regional development incentives
e Certain labor-related aid
¢ ECSC worker housing loans
¢ Research and development

Scope of the Im;estigation

For the purpose of this investigation,
the term “carbon steel wire rod” covers
a coiled, semi-finished, hot-rolled
carbon steel product of approximately
round solid cross section, not under 0.02
inch nor over 0.74 inch in diameter, not
tempered, not treated. and not partly
manufactured, and valued over 4 cents
per pound, as currently provided for in
item 607.17 of the Tariff Schedules of the
United States.

Société des Acferies et LaBl_iQQirs de
Lorraine ("*Sacilor”), Société
Metallurgique de Normandie
{"Normandie"), and Union Siderurgique
du Nord et de 'Est de la France
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(“Usinor’") are the only known
producers in France of the subject
product exported to the United States.

"The period for which we are
measuring subsidization is the 1981
calendar year. Sacilor and Normandie.
which produced and exported carbon
steel wire rod to the United States in
1981, operate by calendar year. Usinor
did not export carbon steel wire rod to
the United States in 1981, and therefore
was not sent a questionnaire.

Analysis of Programs

In their responses, the government of
France and the Delegation of the
Commission of the European
Communities provided data for the
applicable periods. Additionally, we
received information from Sacilor and
Normandis.

Sacilor owns a substantial number of

_shares in Société Lorraine de Laminage
Continu (Sollac), which produces steel
products, but does not produce wire rod.
Sacilor’s capital ownership of Sollac is.
64.29 percent. .

Sollac, in turn, owns 50 percent of
Société Lorraine et Méridionale de
Laminage Continu (Solmer), which aiso
produces various steel products but not
wire rod.

Benefits to Sacilor as a corporate
-entity except for loss coverage and debt
cancellation are allocated over the value
of Sacilor’s total steel sales, which
include its share of Sollac’s and
Solmer's production. Benefits to Sacilor
for loss coverage and debt cancellation

- are allocated over total corporate sales.

Mines de Soumont (Soumont) is

Normandie's wholly-owned iron-mining

facility. Soumont sells its entire iron ore -

production to-Normandie at cost.
Soumont, therefore, does not function as
an independent, profit-seeking company,
but instead exists only to provide an
essential raw material to Normandie.
Therefore, preferential loans and grants
to Soumont constitute countervailable
benefits to Normandie, and such
benefits are allocated over the total
value of Normandie's steel production.

Throughout this notice, general -
principles and conclusions of law
applied by the Department of Commerce

. to the facts of the current investigation
concerning carbon steel wire rod are
described in detail in Appendices 2—4.
which appear with the notice of “Final
Affirmative Countervailing Duty
Determination: Carbon Steel Wire Rod
from Belgium,"” in this issue of the
Federal Register.

Based upon our analysis of the
petition, responses to our
questionnaires, and our verification and
oral and written comments by interested
parties, we determine the following:

L Programs Determined To Confer
Subsidies

We have determined that subsidies
are being provided under the programs

listed below to manufacturers,

producers, or exporters in France of
carbon steel wire rod.

A. Preferential Financing Inciuding -
Equity Infusions
- Petitioners alleged preferential
financing in the form of low-interest
loans and loan guarantees, and the
conversion of accumulated debt into
Loans of Special Characteristics.

A number of organizations of the

" Freach government and of the European

Communities (EC) have issued loans
and/or loan guarantees to the French
steel industry. The majority of these
loans were provided by the following
institutions:
*» Fonds de Développement Economique
et Social (FDES) . ‘
Created by the French Parliament.in
1955, FDES is a-fund which provides
loans to businesses and corporations in
order to further the French government's
economic, social, industrial, and

" regional development objectives. The
. fund. which is actually a line item in the

French government budget, is approved
every year by Parliament.

As FDES is not an organization but
rather a budgetary item, it is
administered by the Ministry of Finance.
Loan applications are filed with the
Ministry of Finance, bt the decision to
issue a loan rests with the FDES Board,
which is composed of government _
ministers and career civil servants
whose agencies are involved in
economic policy. :

A semi-public financial institution,
Crédit National, disburses FDES funds.
to recipients approved by the Ministry
of Finance (see discussion on Crédit
National below).

FDES loans are-always part of a
global financial package, as other
lenders, such as government credit
institutions and public and private
banks, participate in the funding of a
project (an FDES loan never covers the
entire cost of a project). Usually, loans
are secured by a mortgage or a pledge.
We wete advised by the government of
France that FDES lending rates were
consistently lower than commercial
rates.

There is some evidence which
suggests that FDES loans are available
to all industries and regions. At
verification, we requested French
government authorities to provide
sample FDES loan applications and
agreements, and to specify the criteria

on which these loans were actually
granted. The French government was
unwilling to provide this information. In
light of this refusal, we cannot conclude
that these loans were generally
available. Therefore, we consider these
loans to confer subsidies within the
meaning of the countervailing duty law
to the extent that they were provided at
preferential, below-market rates.

* Crédit National (CN) .

Crédit National is a semi-public credit
institution with special legal status,
which issues medium- and long-term
loans to French industry, including the
steel industry. Loans funds are raised by
offering bonds in the public
marketplace. These bonds are
guaranteed by the government of

- France.

Creédit National acted as the conduit
through which FDES loans were granted
to the steel industry. The French
government, either directly or through
Crédit National, aiso guarantees some
loans to the steel companies. In
addition, Crédit National has
participated in bank loans to the steel
industry through means such as the
provision of rediscount privileges to the
banks, which in effect constitute a
guarantee. :

In most cases, Crédit Ngtioiml acts

" only as part of a loan syndicate. The

terms of any loans Crédit National
makes on behalf of the French
government are set by the French
government. We verified that CN loans
to the French steel industry were made
with government backing and that
Crédit National's operating budget is
financed by the French government.’
There is some evidence suggesting
that CN loans are available to all
industries and regions. At verification.,
we requested French government
authorities to arrange a meeting with CN
officials. to provide sample loan .
applications. and to specify the criteria
on which these loans were actually
granted. Since these requests were
refused, we were unable to establish

that these loans were not given at the

direction of the government of France or
that CN loans are generally available.
Therefore, we consider these loans to
confer subsidies within the meaning of
the countervailing duty law, to the '
extent that they are provided at
preferential, below-nmrakﬁtR tes.
Similarly, we find the b %%ans in
which Crédit National participated to
confer subsidies within the meaning of
the countervailing duty law to the extent
that they were provided at preferential, -
below-market rates.
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¢ Caisse des Dépéts et Consignations
(€DC) -

CDC is a government institution that
invests funds deposited in the Caisses
dEpargne (the French savings banks),
pension funds, and insurancas company
deposits. CDC makes both short- and’
long-term loans to various industries,
inciuding steel. During verification, we

sectors of French mdusu'y By floating.
bond issues, these cooperative
institutions raised capital and made
loans to their member companies,
including steel companies. Since 1978,
none of these institutions has floated
‘bonds or loaned funds to the steel
industry. These institutions inciude:
~Groupement [nterprofessionnel

requested an interview with CDC from Financier Antipollution (GIFIAP):
French government officials, in order to. environmental protection; .
determine whether CDC loans were | —Groupement pour le Financement de
genreraily available. This request was: la Région de Fos (GIFOS): - :
refused. Therefore, we were unable tg ~_ development of the Fos area-near
establish that CDC loans were not given Marseille:

—Groupement des Indnstnes de .

the st t .
to the steel industry in particular at the Matériaux de Construction (GI.MAT)

specific direction of the government. In

light of the above, we cannot conclude construction materials: -

that CDC loans were generally —Groupement Dpour le Financement des
available. Therefore, we consider. these Economies d Energxe (GEN}ERCO]:
loans to confer subsidies within the energy conservation;

—Groupement d’Equipement pour le
Traitement des Minerais de Fer
(GETRAFER): processing of iron ore.
Because these are private, cooperative

ingtitutions that issued loans at nen-

preferential rates, we find that those
loans issued prior to 1978 with principal
still outstanding in 1981 do not confer -
any countervailable benefits.

Our treatment of loans and loan
guarantees provided at preferential
rates by FDES, Crédit National, bank
syndicates in which Crédit National
‘participated, CDC, the ECSC and: the EIB
is outlined in sections d (i} and (ii)
below. Because loans from the GIS and -
the other specialized financial
institutions were not issued after 1978,
we did not find them countervailable
except when they wers converted into
Loans of Special Characteristics (“Préts
3 Caractéristiques- Spéciales” or PACS),
as outlined in section d (iii).

_ We have discussed preferential
financing conferred upon Normandie
and Sacilor separately as follows: .

" 1. Sacilor. a. The 1978 Rescue Plan. By
1978, the French steel industry had been
experiencing severe financial difficulties
for a number of years. Sacilor was
unable to pay its debts. In September
1978, the government of France
instituted a major recapitalization and
restructuring program for the steel
industry, hereinafter referred to as the
“Rescue Plan.” .

A primary financial goal of the
restructuring was the reduction of the
company’s debt service burden. This

- wasaccomplished in three ways.

First, the banks refunded a certain
amount of interest to Sacilor over a five-
year period beginning in 1978. Because
these refunds were provided under the
government-directed Rescue Plan, and
were grants to a specific enterprise, we
determine that they confer

meaning of the countervailing duty law
to the extent that they were provided at

preferential, below-market rates.-

* European Coal and Stee! Community
(ECSC) and European Investment Bank
(EIB) Loans and Loan Guarantees

For the reasons. discussed im - -
Appendix 3, ECSC industrial investment
loans and guarantees and EIB loans and
loan guarantees confer countervailable
benefits to the extent that the loan was
made at a preferential interest rate, or
that the guarantee enabled the loan
recipient to obtain a preferential interest
rate.

* Groupement de / 'Industna
Sidérurgique (GIS) - )

GIS was founded in 1948 as a
corporation whose sole sifareholders
were 45 steel companies. The purpese of
GIS was to raise money for capital
projects of the steel companies. By
floating debt instruments in the public
marketplace, GIS raised monies to lend.
to the companies at a rate equal to the
rate being paid on bonds issued to the
public, plus operating expenses. Five
percent of the funds received were left
on deposit with GIS to cover individual -
steel company defaults. Funds were
raised in France, other EC countries, and
abroad. GIS bonds are backed by
unconditional guarantees of the
companies, with each company being
liable to the bondholders for the sums
loaned to it by GIS. No loans have been
issued by GIS since 1978, and no
principal from previous loans remained
outstanding on the steel companies’
books in 1981.

* Specialized Financial Institutions

A number of private, cooperative
financial institutions emerged after
Worid War I to raise capital far various

countervailable benefits. For our
treatment of these refunds. refer to
section d(iv).

Second. the private holding company
Marine-Wendel canceiled a portion of

* Sacilor's debt. Because this forgiveness

of debt was provided at the direction of
the government, we determine that it
confers a countervailable benefit. For
t(m)r treatment of this debt. see section 4
v

Third, the loans from Crédit National,
FDES. the Caisse des Dépots et
Consignations, the GIS, and the other
specialized financial institutions, were
also converted into PACS. Marine-
Wendel converted a portion of its loans
to Sacilor into PACS. The PACS bear an
interest rate of 0.1 percent until 1983.
when they are scheduled to be
renegotiated. Principal repayments are
suspended until 1983 or whenever the
company returns to profitability,
whichever is sooner. In addition to the
initial 1978 conversions, PACS were also
issued between 1979 and 1981. Under
the Rescue Plan, Sacilor services both
the PACS and other debt owed to .
Marine-Wendel, CDC, and the FDES.
The French-government created two
institutions to service the debt, including
PACS, owed to the remaining lenders.

" These Institutions.are the Caisse

d'Amortissement pour I'Acier (CAPA),
and the Groupement des Emprunts
Collectifs de la Sidérurgie (GECS).

CAPA was created to service the debt
owed to Crédit National, the GIS, and
the other specialized financial
institutions. CAPA was initially funded
by the Prench government, state-owned
institutional investors, and the Caisse
Des Dépdts et Consignations. CAPA
services the debt through interest’
payments on PACS, loans from the
French Treasury, and borrowings on the '
financial markets, which are guaranteed
by the French government.

The GECS was created because the
French government determined that the:
holders of bonds issued by the GIS and
the other specialized financial
institutions should be protected from
losses. CAPA reimburses the GECS with
the funds it has raised as described
above. The GECS then makes principal
and interest payments to the
bondhoiders.

Because the PACS were created under
the government-directed Rescue Plan
and are specific to the steel companies,
we find that they confer countervailable
benefits. Our treatment of these-PACS is
outlined in section d(iii). “B-24

b. Equity Infusions. Two equity
infusions were made in Sacilor through
which the French government became a
shareholder in the company. The first

\
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infusion was made in 1979 under the
Rescue Plan, when funds were provided
in exchange for stock by CDC, the -
banks, GIS, FDES, and Crédit National.
The second infusion was made in 1981,
when PACS held by FDES were
cancelled in exchange for stock.

Equity participation by the
government is not a subsidy per se.
Petitioners alleged. however, that
government infusions of equity into
Sacilor were made at a time when these
infusions were not consistent with
commercial considerations. We )
conclude that this, in fact, was the case
because of the critical financial

condition of the company at the time the

infusions occurred (as described in the
“Creditworthiness I[ssue” section
below). Therefore, a subsidy potentially
exists.

Because the providers of the infusions
received stock in exchange for cash, we
calculated average stock prices for the
period preceding the infusions. We then
compared the market value of the new -
stock issued with the actnal value to the
company of the equity infusion. Since
the actual value was greater than the
market value, we determine that the -
equity infusions conferred a

. countervailable benefit. The difference
is considered to be a grant and is
allocated over 15 years, the average
useful life of capital assets {see grants
section in Appendix 2). For our
treatment of equity infusions, refer to
section d (iv) and (v) below.

c. Creditworthiness. Petitioners
alleged that Sacilor is uncreditworthy. In
our preliminary determination, we found
that, for purposes of this investigation,
Sacilor became uncreditworthy by the
end of 1975. Upon further examination
of the relevant data, we determine that,
although Sacilor had a deteriorating
financial situation through 1977, it was
still in a position to obtain credit from
private lenders on terms consistent with
commercial considerations without -
government involvement.

By 1978, Sacilor’s financial situation
had become so critical that the
government of France intervened with
the Rescue Plan described above, under
which most of Sacilor’'s debt was
converted into PACS. Our analysis of
Sacilor’s financial statements revealed a
pattern of significant operating losses
each year from 1975 through 1981 (from
a low of FF 1.1 billion in 1979 to a high
of FF 2.6 billion in 1981), Sacilor has had
increasingly high debt/equity ratios in
every one of those years. In light of
Sacilor’s inability by 1978 to raise funds
without the French government's heavy
involvement in the company, and the
continuing deterioration of the
company’s financial position, we

AN

-consider Sacilor to have been

uncreditworthy since 1978 for the
purposes of this investigation.

d. Calcuiation of Countervailable
Benefits. Preferential loans and loan
guarantses, PACS, and equity infusions
have been treated in the following five
ways:

i Prefemnt:a] Loans and Loan
Guarantees Issued Prior to 1978. The
subsidy rate for any loan and loan
guarantee from CDC, FDES, Crédit
National, bank syndicates in which
Crédit National participated, the ECSC,
and the EIB that was made prior to 1978
for which principal was still outstanding
in 1981, and which was made at a rate
below the commercial benchmark for a
comparable loan in the year of issue, is
calculated according to the general
methodology for loans and loan
guarantees outlined in Appendix 2. For
France, we used as the commercial
benchmark the monthly financial
statistics on secondary market yields of
private bonds published by the
Organization for Economic Cooperation
and Development (OECD). For the
discount rate, we used the average
annuat yield of public and semi-public
sector bonds on the secondary market
as published by the OECD. Using the
method outlined in Appendix 2, we
computed a subsidy of 0.000 percent ad
valorem for Sacilor. :

il, Preferential Loans and Loan
Guarantees Issued Since 1978. Because
we consider Sacilor to-have been -
uncreditworthy since 1978, loans and
loan guarantees issued since then by
CDC, FDES, Crédit National. bank
syndicates in whiah Crédit National
participated, the ECSC, and the EIB, .
with principal still outstanding during
1981, are treated as loans to a company
considered to be uncreditworthy. Using
the equity methodology for loans to .
uncreditworthy companies (see .
Appendix 2), we compared the national
average rate of return on equity in
France with the rate realized in 1981 by
Sacilor on its investments. To prevent
countervailing a higher amount than if
the loan had been an outright grant to
the company, we compared the 1981
benefit of these loans under the equity
methodology used for loans to
uncreditworthy companies, with the
result under the grant methodology .
described in Appendix 2. We computed
a subsidy of 1.791 percent ad valorem.

ili. Loans and Loan Guarantees
Converted into PACS. The benefits of
Sacilor's PACS were calculated using
the equity methodology for loans to
uncreditworthy companies as described
in part (b) above and as outlined in
Appendix 2. In calculating the benefit of
loans that were converted into PACS,

we did not include those PACS that
were subsequently cancelled in.
exchange for stock. These are discussed
in section d.(v) below. We calculated a
subsidy rate of 6.450 percent ad
valorem.

iv. Loss Coverage. Since the cash
infusions in exchange for stock and the
interest refunds are not tied to-capital
assets or explicitly earmarked, we
consider these funds available to cover
cash-based losses.

We assume that when a company
running large cash-based losses receives
funds, these funds will be used to. meet
immediate obligations such as wages.
materials, and interest expenses, which
are items normally expensed in one
year. Based on the above, we are
expensing the funds in the year in which
they were received to cover the losses of
the previous year.

We calculated the annual cash losses
as explained in-Appendix 2, and -
compared the funds received to the

-previous year's losses. In making this
comparison, we considered interest
refunds before the cash xnfusxons in
exchange for equity.

For those years in which the amounts
received exceeded losses, except 1981,
we treated the excess as follows:

* In the case of interest refunds, we -
treated the excess as a grant and
allocated it over.15 years, the average
useful life of capital assets;

¢ In the case of cash infusions made in

1979 in exchange for stock, we

calculated average stock prices for the

period preceding the infusions.

(because the providers of the

infusions received stock in exchange

for cash). We then compared the
market value of the new stock issued
with the actual value to the company
of the equity infusion. As the actual
value was greater than the market

value, we treated the difference as a

grant and allocated it over 15 years,

the average useful life of capital
assets (see grants section in Appendix

2).

For 1981, th® period for which we are

measuring subsidization, we treated the

entire amount as a grant for loss
coverage, and expensed it in the year
received.

We calculated the 1981
countervailable benefits, and allocated
them over the total value of Sacilor's .
sales to calculate an ad valorem subsidy
rate of 0.183 percent. B-25

v. Cancellation of Debt. In 1978,
pursuant to the government-directed
Rescue Plan, Marine-Wendel cancelled
part of Sacilor’s debt. Because it did not
receive anything in return for this
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cancellation, we treated the amount
cancelled as a grant, and allocated it
over 15 years, the average useful life of
capital assets (see grants section in
Appendix 2} _

At the end of 1981, the government of
France canceiled PACS owed to it by
Sacilor in exchange for additional
shares in Sacilor. At that time, the
government's share of ownership
reached approximately 90 percent. As
stated above, Sacilor has been
uncreditworthy since 1978. Therefore, it
is doubtful that-the government’s action
was consistent with commercial
considerations. -

Since Sacilor’s stock was traded on
the Paris Bourse at the time the French
government announced its intention to
cancel its PACS for equity (see equity-
section in Appendix 2), we caiculated
average stock prices for the period
immediately preceding the government’s
action. We then compared the average
stock price with the actual value to the -
company of the government's equity
infusion. As the actual value was
greater than the market value, we
treated the difference as a grant and
allocated it over 15 years, the average.
useful life of capital assets (see grants
section in Appendix 2). We then applied
the 1981 net benefit over the value of all
sales, and computed an ad valorem .
subsidy of 4.845 percent.

2. Normandie. The subsidy amounts
for loans made by FDES, Crédit
National and the ECSC to Narmandie, at-
rates below the commerical benchmark
for a comparabile loan in the year of
issuance and still outstanding in 1981,
are calculated according to the .
methodology outlined in Appendix 2 in
the section dealing with preferential
loaris and loan guarantees for
creditworthy companies. We compared
what Normandie would have paid in
1981 on a comparable commercial loan
with what the company actually paid on
- preferential loans in that year. To
determine what Normandie would have
paid on a comparable commercial loan,
we used as the commercial benchmark
the monthly financial statistics on
secondary market yields of private
bonds published by the Organization for
Econcmic Cooperation and
Development (OECD). For the discount
rate we used the average annual yield
on the secondary market of public and
semi-public sector bonds as published
by the OECD. Accordingly, we found a
subsidy of 0.283 percent ad valorem.

B. Grants

In 1980, the French government
authorized a grant to Normandie which
was apparently tied to the industrial use
of the LBE process converter. Funds

were received by Normandie in 1981.
Because the amount authorized and
received was less than $50 million, we
allocated the grant over the average
useful life of capital assets as explained
in Appendix 2 and ailocated the 1981
amount over Normandie's total steel
production to calculate an ad valorem
subsidy of .001 percent: ’

C. Certain Labor-Related Aid: Sacilor

French corporations have certain
statutory and contractual obligations to
pay severance to their employees in
case of interruption or cessation of
empolyment. There are several French
government early retirement plans

"designed to compensate for the effects

of large-scale layoffs. The plan designed
to cover all industries is the Fonds
National de 1’Emploi (FNE). Because of
the significant problems faced by the:
steel industry with respect to
restructuring, early retirement and layoff
agreements were negotiated between
certain steel companies and the labor
unions. :

These are the Convention de

_ Protection Sociale of June 1977 (CPS),

which applies to engineers and
executives of the steel industry, and the
Convention Générale de Protection
Sociale of July 1979 (CGPS), which
applies to all other steel industry
workers. )

Under these special steel agreements,
workers laid off between the ages of 55
and 60 must retire. This is the
“anticipated cessatiom of activity” plan
which is financed in the same manner as
the FNE; that is, by government,
employer, and employee contributions
to the unemployment fund, and
government contributions financed by
company payments.

Workers between the ages of 50 and

-—-55 who are laid off fall under the

“dispensation of activity” plan. Under
this plan, the workers are still under
contract to the company but their
salaries are paid by the government.
While the companies are under no
contractual or-statutory obligation to
pay wages to laid-off workers, they do
have contractual and statutory
obligations to pay severance to laid-off
workers. Since the workers who are laid
off at age 50 continue to receive wages,
the companies’ requiremrnt to pay
severance is deferred until the worker
reach age 55. The benefit to the steel
companies is the difference between the
liability accrued in each year for-
severance pay and the actual expense

-incurred in each year for severance pay.

We considered this berefit to be a
grant to Sacilor. Because the benefit is
less than one percent of the total value
of 1981 steel production, and is tied to

an item normaily expensed in one vear,
we allocated the 1981 benefit over the
total value of Sacilor's 1981 steel sales,
and calculated a subsidy rate of 0.947
percent ad valorem.

D. Research and Development (R&D)

Research and development for the
French steel industry is conducted by
the Institut de Recherches de la
Sidérurgie Frangaise (IRSID). IRSID was
established by the French steel.
companies, which underwrite the major
portion of IRSID's budget. However,
according to IRSID's 1980 annual report,
the French government contributed at
least three percent of IRSID’s yearly
budget, and the ECSC contributed ten
percent. )

_ At verification, w were not allowed to
meet with [RSID officials and were not
provided with a 1981 annual report or
any [RSID official documents. For this
reason, and because we were told that
the results of IRSID research were not
released to the public, and that the
research is industry specific, we
consider that portion of IRSID's budget
funded by the government of France to
be countervailable. However, we find
that R&D funding provided to IRSID by
the ECSC is not countervailable, as the
results of the ECSC-funded research are
made publicly available by the ECSC.
To calculate the 1981 countervailable
benefit, we are using IRSID's 1980

- annual report as thre best information

available. The French government's
share of IRSID’s budget is 3 percent. We
applied this amount to the total value of
1980 French steel sales, because the
benefits of the research were available
to all steel companies that are members
of IRSID. We calculated a net subsidy
for all products and ail companies of
0.007 percent ad velorem.

II. Programs Determined Not To Be
Subsidies

We have determined that subsidies
are not being provided under the
following programs to manufacturers,
producers, or exporters in France of
carbon steel wire rod.

A. Export Credit Insurance

The Compagnie Frangaise
d’Assurance pour le Commerce
Extérieur (COFACE) is a government
corporation that provides export )
insurance to cover commercial, political,
exchange rate fluctuation and inflation
risks. For our preliminary dgtegmination.
we reviewed COFACE's 1280 annual
report (the most recent report available)
and found that, while the company
showed an overall profit, its insurance
activities operated at a deficit. Revenues
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from financial and real estate
investments allowed COFACE to offset
the operating deficit on insurance. Our
preliminary review of the annual reports
for 1976-1980 revealed a pattern of
yearly operating deficits on insurance
activities that were offset by revenues
from investments. However, we
reviewed the 1981 data and verified that
only the political risk program sufffered
losses, not the commercial risk program.
We also verified that premiums for
COFACE's commercial risk insurance
program exceeded losses incurred by
that program. Consequently, we have
determined that COFACE export
insurance does not confer a subsidy
with respect to exports to the United
States. -

B. Vocational Training Assistance

We verified that the only vocational
training assistance programs utilized by
the respondents during 1981 were
provided through the European Social
Fund (ESF), the Fonds National de
'Emploi (FNE) and the Association de
Formation de I'Est (AFOREST), a

regional training organization operating

under the auspices of the regional
Chamber of Commerce and financed by
dues from members.

In our preliminary determination, we
assumed that these programs were
aimed at retraining steelworkers for jobs
within the steel industry. However, we
verified that the vocational training
programs are aimed at retraining
workers for jobs other than steel
production. For those workers
subsequently reemployed in the steel
industry, we found that they were
reemployed in jobs not related to steel
production. Therefore, we have
determined that these programs do not
confer subsidies under the
countervailing duty law.

C. ECSC Worker Housing Loans

For the reasons described in
Appendix 3, we reverse our preliminary
determination that these loans confer a

. subsidy on steel companies whose
workers receive them, and determine
instead that they do not.

D. Certain Labor-Related Aid:
Normandie -

Normandie received labor assistance
in the form of reimbursements from FNE
for payments to laid-off workers.
Because assistance from FNE is
generally available we determine that it
does not constitute a countervailable
benefit.

E. Research and Development P
Assistance .-

Three government organizations
provided a small amount of R&D funding
to French steel companies included in
this investigation:

‘s Agence Nationale-de Valorisation de
la Recherche (ANVAR): a public
corporation which is designed to
support innovation and enhance
research;

* Direction Générale de la Recherche
Scientifique et Technique (DGRST): a
subdivision of the Ministry of
Research and Technology; and

¢ Agence-de I'Informatique (ADI): a
public corporation which promotes
the use of computer technology.

We verified that R&D funding was not
awarded on a regional or industry-

" specific basis, and that research results

were made publicly available.
Therefore, we have determined that the
amounts received through these
programs do not confer subsidies within
the meaning of the Act.

F. Energy Assistance

The French steel companies involved
in this investigation received a few
small grants from the Agence pour les
Economies d'Energie (AEE). The AEE is
a government agency, created in 1974,
that provides grants to foster energy ~
efficiency. Grants received from the
agency may have to be repaid if target
efficiency levels are not met. Early in
1982, the AEE was merged with several
other agencies to form the Agence
Frangaise pour la Maitrise de |'Energie
(AFME). We verified that these grants
were not provided on a regional or
industry-specific basis. Therefore, we
have determined that the amounts
received from AEE by the steel
companies included in this investigation
do not confer subsidies.

G. Regional Anti-Pollution Agencies

Created by Law No. 84-1245 of 1964,
these regional agencies, known
generally as “Agences Financiéres de
Bassin,” provide incentives for the
installation of anti-pollution devices.
We believe that these programs are
generally available, and do not benefit a
specific group of industries. The
agencies’' operations are funded by dues
from industrial users. In return, they
award bonuses and loans to combat
pollution.

In addition, the dues paid to these
agencies by the steel companies
involved in this investigation exceeded
the amounts that they received. For
these reasons, we find that the funds
received do not confer subsidies.

H. Assistance to Improve Working
Conditions .

One of the steel companies involved
in this investigation indicated that it had
received a small grant from the Agence
Nationale pour |'Améloiration des
Conditions de Travail (ANACT).

" ANACT is a public corporation.

established in 1973, to promote better
working conditions. Because ANACT
funds are not granted on a regional or
industry-specific basis, we find that the
amounts provided do not confer
subsidies. :

L. Assistance to Coaf Suppliers

In our preliminary determination, we
found that subsidies to French coal

. producers did not bestow a

countervailable benefit upon the
production, manufacture or exportation
of French steel. o

Between the preliminary
determination and this final
determination, we analyzed and verified
aspects of the French coal subsidy
program as it applies to steel. Based
upon the verified information in the
records of this investigation; we find
that this program does not confer a
countervailable benefit on French steel
producers for the following reasons.

Benefits bestowed upon the
manufacturer of an input do not
necessarily flow down to the purchaser
of that input if the sale is transacted at
arm'’s length. In an.arm’s length
transaction, the sellers generally attempt
to maximize their revenue by charging
as high a price as the market will bear.
Where the price charged in an arm’s
length transaction for a subsidized input
exceeds the market price for that input,
we do not believe that any portion of the
subsidy flows to the purchasers of the
subsidized input. On the other hand,
where the price of a subsidized input is
lower than the market price, part or all
of the subsidy may well be used to
aliow the subsidized manufacturer to
undercut the market price. If so, then
part or all of the subsidy does flow to
the purchaser of the subsidized input;
without at least part of that subsidy the
subsidized manufacturer could not
undercut the market price, and the
purchaser would consequently pay the

- higher market price to the unsubsidized

manufacturers. .
These principles apply to French coal
sales as follows. We ﬁmiBo the price
charged for French coal dbés not
undercut the market price. Absent -
special circumstances warranting a
contrary conclusion, French steel
producers apparently do not benefit
from French coal subsidies as long as



42428

Federal Register / Vol. 47, No.

B-28

187 / Monday, September 27, 1982 / Notices

the prics for French coal does not
undercut the market price.

Further consideration is warranted,
however, for one special circumstancs.
The government of France directly or

indirectly owns ail French coal
producers and partially owns Sacilor.
The issue arises whether transactions
between tham are conducted on an
arm’s-length basis. We do not believe
that government awnership per se
confers a subsidy, or that common
government ownership of separatas
companies necessarily. precludes arm’s-
length transactions betweed them. To
determine whether coal sales between.
government-owned coal and steel
producers appear to have been-
consummated on arm's-length terms, we
. considered whether the government-

owned coal producers soid to the _
government-owned steel producers at
the prevailing market price. We found, -
that French coal producers did charge
the prevailing market prices. On this
basis, we conciude that coal subsidies
were not conferred on steel producers as
a result of government ownership.
Regarding the allegation that the

French steel industry indirectly benefits. - B. Special Fund for Industrial Adaption

from German government assistance
provided to the coal industry in the

Federal Republic of Germany, we do not -

consider such assistance to confer a
countervailable benefit on the French
‘steel industry for the reasons outlined in
Appendix 2,

The ECSC provides various
production and marketing grants to
ECSC coal and coke producers.
However, we do not consider this
assistance to confer a countervailable
benefit on the French steel industry for
the reasons described in Appendix 3.

J. Relocation and Moving Benefits

A number of employees have been
relocated from Sacilar, to Solmer’s plant
at Fog-sur-Mer near Marseilles. The
workers’ relocation and moving
expenses were initially financed by
advances from Sacilor to Solmer. The
workers were reimbursed with ECSC
funds channeled through the Fonds
National de I'Emploi (FNE); which were
forwarded to Solmer by the workers.
Solmer in turn repaid Sacilor.

We have determined that because
Solmer does not make the product under
investigation this transaction did not

- benefit the production of wire rod, and
is therefore not countervailable with
respect to wire rod.

1. Programs Determined Not To Be
Used

We have determined that the
following programs which were listed i in
the notice of “Initiation of

Countarvailing Duty Investigation” are-

not used by the manufacturers,
producers, or exporters in France of
carbon steel wire rod.

A. Regional Development.Incentives
The government of France provides a

" series of tax and non-tax regional
. incentives to French and foreign

businesses to establish new; or to
expand existing, businesses in certain’
French regions.

The Délégation A ' Aménagement du
Territoire et 3 I’Action Régionale

* (DATAR) coordinates the programs of

various government agencies and -
ministries. For incentive purposes,
France is divided into four Zones. Each
zone, or part of a zone, is eligible for
different types or levels of assistancs.
The assistance includes development
grants, non-industrial grants, research
and development grants,
decentralization indemnities, and job
training subsidies.

We haveno evidence that DATAR
provided any benefits to the steel
companies involved in this
investigation.

Petitioners alleged that French steel
companies received grants and
preferential loans through the Fonds
Spécial d’Adaptation Industrielle
(FSAI). FSAI was established in 1978 to
promote job creation and industrial -
diversification in the steel, textile,
shipbuilding and coal regions. of Francs.
We have no evidence that the steel
companies included in this investigation
received benefits from FSAL

C. Export Financing

In France, exports may be financed or -

guaranteed through the Commission
Interministérielle des Garanties et du
Crédit au Commerce Extérieur and the ~
Banque Francaise due Commerce
Extérieur (BFCE). We have no evidence
that the steel companies involved in this
investigation availed themselves of any
of these programs.

D. European Regional DevéIopment
Funds (ERDF)

This program is described in
Appendix 3. We found no evidence that
any company under investigation
received ERDF funds.

IV. Petitioners’ Comments

Comment 1: Counsel for petitioners
argue that a more thorough investigation
should be done with respect to Marine-
Wendel's forgiveness of debt to Sacilor.

DOC Position: During verification, we
requested additional information
concerning Marine-Wendel's actions in

relation to the debt owed to it by
Sacilor. We also reviewed Marine-
Wendel's participation in the-Rescue
Plan. Our determination in regard to
Marine-Wendel’'s actions is included in
the “Preferential Fxnancmg section of
this notice.

Comment 2: Counsel for petiuoners
argue that all domestic subsidies in a
country should be countervailed, even if.
they are available to all industries.

DOC Position: See Appendix 4.

Comment 3: Counsel for petitioners
argue that the time period to use in
determxmng if critical circumstances
exist is the: period before the petitions
are filed. -

DOC Position: See Appendix 4.

Comment 4 Counsel for petiioners
argue that for purposes of critical
circumstances domestic subsidies

" should be considered in-determining

whether there is a subsidy inconsistent -
with the Agreement.

DOC Position: See Appendix 4.

Comment 5: Counsel for petitioners
allege that imports from Francs were
“massive” in the sense of section 703(e)
of the Act. _

DOC Position: See Appendix 4. h

Comment 8: Counsel for petitioners
argue that, in our preliminary
determination, the use of the same
discount rate for creditworthy and
uncreditworthy companies understates
the present value of the subsidy.

. DOC Position: See Appendix 2,

Comment 7: Counsel for petitioners
argue that ECSC subsidies to coal
benefit French steel companies and are
therefore countervailable. .

DOC Position: See Appendix 3.

Comment 8: Counsel argues that
French government subsidization of coal
producers confers subsidies on French
steel producers.

DOC Position: For the reasons
indicated above in the “Assistance to
Coal Suppliers” section, we have
determined that subsidies conferred by
the French-government on coal
producers do not pass through to steel
produeers.

Comment 9: Counsel for petitioners
contends that the Department
overestimated the value of Sacilor
shares received by the Government of
France. Lacking the ability to determine
a realistic value of this stock, the
Department should attribute no value
whatsoever to. it.

DOC Position: We used Sacilor's
stock market value as-the best
information available to make a.
reasonable valuadon of compably28
shares, as discussed in Appendix 2.

Comment 10: Counsel for petitioners
disagrees with our addition of Sollac’s
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and Solmer’s values of production in the
calculation of ad vaiorem subsidies.

DOC Position: In our final
determination we have used the total
value of Sacilor’s steel sales, which
inciudes Sacilor’'s share of Sollac's and
Solmer’s steel production, for subsidy
programs attributable to Sacilor's entire
steel production. See Appendix 2.

Comment 11: Counsel for petitioners
contends that any control which Sacilor
has exercised over Normandie since the
initiation of the case should be reflected
in this determination.

DOC Position: At the moment, our
best information is that Normandie has
not yet concluded an arrangement with
Sacilor. If a merger does take place
between Sacilor and Normandie,
however, Normandie will be assessed
any wire rod deposit rate applicable to
Sacilor. A merger between Normandie
and any other company would result in
the application of the “All Others”
deposit rate to Normandie, which is
equal to Sacilor’s rate.

Comment 12: Counsel for petitioners
asserts that benefits attributable to
Sollac and Solmer should be included in
the rate for Sacilor because Sollac and
Solmer produce billets.

DOC Position: Qur best information
indicates that Sollac and Solmer do not
produce billsts. -

V. Respondents’ Comments

Comment 1: Counsel contend that
Crédit National is not a government
credit institution, but 4 private bank
subject to normal commercial practices,
and that.CN loans and loan guarantees’
are not industry-specific. «

. DOC Position: We agree, as indicated
in the section on preferential financing
above, that thers is some evidence to
suggest that Crédit National loans are
available to all industries. However, the
. government of France would not provide
us with the criteria on which the loans
were based. We were not allowed to
meet with Crédit National officials or to
view sample Crédit Nationalloan
applications. Therefore, we were not
satisfied that CN loans were not
industry-specific, and that they were not
subsidies.

With regard to Crédit National's legal
status, France's foremost authority in
administrative law, Professor André de
Laubadére, states in his “Traité
Elémentaire de Droit Administratif”
(Librairie Générale de Droit et de
Jurisprudence, Paris, 1966, vol. 3):

(pp. 439—440) )

“Un troisiéme groupe d'organismes est
constitué par les Instituts spécialisés que I'on
dénomme fréquemment ‘auxiliaires’ ou
encore ‘alliés’ . . . du Trésor et dont
I'intervention est née du fait qu'elle porte sur

des secteurs dont la rentabilité n'est pas
suffisante pour attirer les crédits bancaires.
Mais ces uuumts sont eux-mémes trés
divers:

(' . &

“D'autres sont des sociétés de droit prive,
mais dotées d'un statut particulier qui les
soumet a un contrdle étroit de |'Etat et qui-
conduit a les appeler généralement
organismes para- ou semu-publics {Crédit
National, etc.).”

(Pp. 448-449)

“A coté des établissments publics (* * *),
on recontre des institutions financiares
spécialisées qui jouent un réle anologue et
qui, quoique privées, occupent encore une
place dans les institutions de I'Etat-banquier
parce qu'elles servant égaiement
d'intermédiaires ou relais pour le Trésor;

elles recoivent du reste, en raison de ce roles,

des dotations de I'Etat et comportent, de sa
part, des contrdles trés particuliers qui les
font qualifier d'organismes ‘para-publics’ ou
‘semi-publics’.

“Ce sont notamment le Créd.zt National

“Le cas du Crédit National est
particuliérement intéressant car
il * ¢ ¢ illustre la montée durdle bancaire
de I'Etat. -

“(* * *)le Crédit National est devenu un
instrument de financement de !'industrie par
des préts i long et moyen terme mais il est, 3
cet égard, un moyen de réaliser une politique
;ia préts des pouvoirs publics, un relais de

'Etat.

“Il en résulte un caractére complexe de
cette institution aussi bien en ca qui concerne
sa structure que son rdle:

“En ce qui concerne sa structure, le Créijt
National est une société anonyme de droit

- privé dont le capital a été souscrit par les

principaux établissements de crédit et par les
plus importantes entreprises industrielles
francaises. Mais I'Etat possede des
prérogatives exorbitantes sur son
organisation et son fonctionnement: le
président du conseil d’administration et les
deux directeurs sont nommeés par décret; -
deux des censeurs, chargés des fonctions de

surveillance, sont nommés par le ministre des’

Finances et sont, en fait, le directeur du
Trésor et les directeur de la Caisse des

Dépéts.

“Quant a son rdle, le Crédit National, s'il
est une banque, est une banque chargée d'une
mission d'intérét général. Ce trait est ‘
-accentué par 'importance actuelle du.rdle du
Créit National comme distributeur de fonds
du F.D.E.S. et comme auxiliaire de I'éxécution
du Plan. Sans doute, certains préts sont
consentis par le Crédit National sur sa seule
décision, lorsqu'ils proviennent de fonds
propres; mais d'autres préts sont consentis
soit aprés avis spontanément demandé au
Commissariat du Plan, soit sur décision
préalabie du Conseil de direction du FD.E.S.;
ces derniers sont ceux qui sont effectués a
I'aide des fopds du F.D.E.S. transitant par le
Crédit National: ils constitutent la partie la
plus importante des opérations de celui-ci.”

(Translation)

(pp 439-440)
“A third group of organizations comprises
the Specialized Institutions, which are

frequently labelled as ‘auxiliaries. ar
‘allies’ * * * of the Treasury, and whose
intervention was brought about by the fact
that it bears on areas the profitability of
which is inadequate to attract bank loans.
These institutions, however, are themselves
very diverse i in nature:

+* v .

“Others are private corporations under a
special legal status that submits them to tight
state control and causes them to be generally
referred to as par- or seuu-publw
organizations (Crédit National, etc.).”

(pp. 448—449) ’

“In addition to public entities (* * *), one
also encounters specialized financial -
institutions which play a similar part and
which, although they are private, also fit
within the framewuork of the Banker-State
because they also serve as intermediaries or
relays for the Treasury; besides, they receive,
because of this role, funds from the State
which entail very particular controls by the
State, which causes them to be cailed ‘para-
public’ or ‘semi-public’ organizations.

~ “Among these are Crédit National (* * *).

“The case of Crédit National is particularly
interesting as it * * ° illustrates the ever-
growing role of the State as a banker.

“(* ¢ *) Crédit National has become a
financing instrument for industry through
medium- and long-term loans, but it is. in this
regard, a means for the impiémentation of the
government's lending policy. a relay of the
State.

“As.a consequence; this insﬂtntion
presents complex characteristics as-regards
its structure as well as its role: “With respect
to its structure, Créit National is a private
corporation whose capital stock was - .
subscribed by the principal credit institutions
and the largest French industrial
corporations. The State, however, possesses
exorbitant rights of oversight with regard to
its organization and activities: its-president
and both executive directors are appointed
by government decree; two of its four
censors, which supervise the organization's
activities, are appointed by the Minister of
Finance and are actnally the Director of the -
Treasury and the Director of the Caisse des
Dépdts (et Consignations).

With respect to its role, Crédit National
* * * is a bank entrusted with a mission of
general interest. This is emphasized by Crédit
National's role as a conduit for F.D.E.S. funds
and as an auxiliary to the impiementation of
the (Five-Year) Plan. It is true that certain
loans are granted by Crédit National on its
own, when they are backed by Crédit
National's own funds; other loans, however,
are granted either after seeking the National
Planning Board's opinion, either by a prior
decision of the F.D.E.S. executive board; the
latter loans are those made with F.D.E.S.
money transiting through Crédit National;
they constitute the larger part of.its
operations.”

These excerpts.demonsu%'t%%hat
although Crédit National is legally.a
private corporation, it was created by a
special law, the majority of its
stockholders are state-owned banks and
financial institutions, and the )
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government of France exercises tight
control over Crédit National's
operations. Further, Crédit Nationai
does not make loans under purely
commercial considerations and acts as
an agent of the government of France.
Comment 2: Counsel argue that FDES
loans are not made on a regional basis,
and therefore are not countervailable.
DOC Position: As indicated above in
the section on preferential financing,
thers is some evidence to suggest that
FDES loans are available to ail regions.
However, FDES is a government fund
administered by the French Treasury.
The government of France would not
. provide us with the criteria on.which the
loans were based. Therefore, we are not
satisfied that FDES loans were not
regional and that they did not confer
subsidies.
Comment 3 Counsel for Sacilor
argues that the Rescue Plan was not
" instituted by the government of France,
but rather was the product of
negotiations between Sacilor and its
creditors, and that because the Rescue
Plan was consistent with rational
commercial policies, there were no '
countervailable benefits from either the
PACS or other elements of the Plan.
Counsel contend that the creditors
acted reasonably, based on their
conclusion that Sacilor would return to
p{oﬁtabxhty asa result of the Rescue
Plan.
Counsel for Sacilor further contends
that “Sacilor’s borrowing capacity, and
_ thence its creditworthiness, was
restored” as a result of the Rescue Plan.
DOC Position: We concur that the
negotiations that led to the Rescue Plan
included Sacilor’s creditors. However,
this point is immaterial because the
result of the negotiations was
substantial government intervention in
the steel companies’ financing, which
was the intent of the creditors. Further,
normal commercial considerations do
not usually involve government
intervention to the extent of the Rescue
_ Plan,

“With respect to the second argument.
the creditors’ forecast of return to
profitability hinged an tha guarantees
given by the-government of France that
the steel companies would be relieved
of the responsibility of servicing their
debt. Those circumstances are not
consistent with commercial
considerations. ,

With regard to the Rescue Plan, we
are not in a position to determine its
success or failure; however, we do note
that Sacilor continued to sustain
persistent, heavy losses and show
unfavorabie financial ratios in
succeeding years when loans were
made, up to the present time. Therefore:

for purposes of this investigation. -
Sacilor remains uncreditworthy.

Comment 4: Counsel contends that
Sacilor is creditworthy because it
received loans from both nationalized
and private banks through 1980.

Counsel for Sacilor argues that the
Department shouid not have used
hindsight in-deciding whether the-
lenders acted in accordance with
commercial considerations.

DOC Position: In our preliminary
determination, we found Sacilor to have
been uncreditworthy since the end of
1975. Upon further examination of the
relevant data, we determined that,
although Sacilor had a deteriorating
financial situation threugh 1977, it was
still in a position to obtain credit from
private lenders on terms consistent with
commercial considerations without
government involvement.

Even though Sacilor received loans

" from private banks after 1978, most of

these loans were given with express

' government guarantees, and thus are not

avidence of the ability of the firm to

" raise funds on its own, and several were

made at-the express request of the

_ government to the banks.

Beginning with the 1978 Rescue Plan. :

there has been an obvious pattern of

French government direction of funds
into the steel industry. We judge that the
funds poured into Sacilor have been the
result of French government targeting,

and absent that targeting, Sacilor could -

not have obtained the funds on an arm’s
length, commercial basis, in view of the
heavy persisting losses and the
unfavorable financial ratios.
Consequently, we determine that Sacilor
remained uncreditworthy from 1978 into
the period for which subsidies are being
measured. )

With regard to the hindsight
argument, we reiterate that our
assessment of the creditworthiness of
the companies for any given year is
based on conditions at¢ that time, and
not hindsight (see Appendix 2).

Comment S:<Counsel for Sacilor
argues that, when PACS’are properly
viewed as equity, the debt/equity ratio
decreases to an acceptable level, and
that PACS are at least as valuable to the
creditors as the loans that they replaced.

DOC Position: We consider the PACS
to be debt, because they are actually
called loans (“Préts & Caractéristiques
Spéciales”), bear interest, albeit at a
very special rate, and must be repaid
when the recipients return to
profitability. Accordingly, they should
not be included in the equity side of the
debt/equity ratio. As discussed earlier,
we caleulated the benefit of PACS using
the equity methodology for loans to

uncreditworthy companies outlined in
Appendix 2,

Comment 8: Caunsel for Sacilor
argues that premiums paid over market
value of stock are common in takeovers
where the objective is to gain controf
over the company. Counsel also asserts
that the French securities market is
notoriously inefficient because it is a
thin market, and cites four exampies of
premiums for stock in companies with
losses.

DOC Position: We agree that in a
commercial takeover by private
investors, premiums may be paid over
the stock market price. However, in this
instance we are not dealing with a
commercial undertaking, but rather with
a French government nationalization of
the steel companies, which were not in a
financial condition where a “control
premium” would be expected in.a
commercial context (see Appendix 2).

As described in Petitiioner's Comment
9, we used Sactlor’s stock market prices
as best information available to make a
fair valuation of the company’s shares,
for the reasons described above and in
Appendix 2,

Comment 7: Counsel for Sacilor
contends that Sollac’s and Soimer’s
benefits should not be aggregated with
Sacilor’s.

DOC Position: We agree with counsel.
Neither Sclac ner Soimer produces wire
rod and benefits to them are therefore
not attributable to Sacilor’s wire rod
production. However, benefits to
Sacilor’s total steel production were.
allocated over total steel sales: benefits
to the corporate entity as a whole (e. 8-
loss coverage) were allocated to
Sacilor’s total sales. See Appendix 2.

Comment 8: Counsel for Normandie
contends that COFACE's commercial

' risk and political risk insurance

programs should be considered
separately, as the former operates at a
profit and the latter = a loss.
Normandie's exports to the United
States are insured under the commercial
risk program exclusively.

DOC Position: We agree with
counsel's argument, and have taken-it
into account in section I-A of this
notice.

Comment 9: Counsel argues that, as
Sacilor's obligation to pay severance to
laid-off workers is contractual rather
than statutory, there can be no subsidy.

He also contends that Sacilor’s

contractual agreement was to serve as a
conduit for government lﬁg

DOC Position: We dete: & that the
steel companies do have contractual

and statutory obligations to pay
serverance to laid-off workers.
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We agree with counsel for Sacilor that
the companies have contractual
obligations to their workers. We find
these contractual obligations to be
legally binding.

We agree that the companies serve as
conduits for the distribution of certain
funds, and we are not countervailing
against them in this respect.

Comment 10: Counsel for Sacilor
alleges that the intarest rates chosen as
benchmarks for our preliminary
determination often exceeded the
official rates. Counsel argues that rates
in excess of those published by the .
OECD are arbitrary.

DOC Position: We are using the rates
published by the OECD in this final -
determination.

Comment 11 Counsel for Sacilor
asserts that our preliminary
determination treats funds received by
. Sacilor from FNE and AFOREST as  _
subsidies. Counsel states that the funds
received from FNE for relocation and
moving expenses and retraining of -
workers did not benafit in any manner
Sacilor. Sacilor was at no time under
any legal or contructual obligation to
retrain these employees.

DOC Position: We agree that the
retraining and relocation of workers did
not provide any benefits to Sacilor, for
the reasons stated in section I-B and -
] of this notice.

Comment 12: Counsel for respondents
assert that the allegedly new
methodology used in the preliminary
determination should be rejected for
failure to follow proper administrative
procedures.

DOC Position: See Appendix 4.

Comment 13: Counsel for respondents
argue that the methodology used in the
preliminary determination to calculate
the benefits of loans and equity
infusions is incorrect.

DOC Position: Neither counsel for
petitioners nor counsel for respondents
provided convincing reasons for
adopting their suggestions. For further
information, see Appendix 2.

Comment 14: Counsel argue that the
grants methodology which involves the
imputation of a future value designed to
reflect the time value of money is a
violation of the prohibitions in Article
IV, 1 3 of the GATT: Article [V, { 2 of the
Subsidies Code; and Section 701(a) and
Section 703(d)(2) of the Act, against
imposing countervailing duties in excess
of subsidies.

DOC Position: See Appendix 4.

Comment 15: Counsel argues that no
standards have been articulated for
determining creditworthiness.

DOC Position: See Appendix 2.

Comment 16: Counsel contends that.
because the Rescue Plan is akin to a

Chapter XI reorganization proceeding
under U.S. bankruptcy law, it is not
countervailable.

DOC Position: See Appendix 4.
~ Comment 17: Counsel for Sacilor
argues that the assumption of financing
costs is not countervailable. Relying on
the illustrative list of domestic subsidies
contained in section 771(5)(B) of the Act,
he argues that only the assumption of
operational costs is countervailable. In
addition, he argues that because the
accounting definition of “operating
costs” does not inciude interest-related .
revenues and expenses, we should not
countervail the provision by the
government of funds which relieve a
business of its interest obligations.

DOC Position: We disagree. Any

- preferential absorption by a government

of a cost of doing business—be it wages,
materials, taxes-on income, or interest
expenses—can give rise to a subsidy, as
recognized in subsection 771(5)(B)(iv) of
the Act. We find that a subsidy to
relieve debt expenses is an assumption
of a cost of manufacture, production, or
distribution within the meaning of
subsection 771(5)(B)(iv), and is therefore
countervailable. Although subsection
771(5)(B)(iii) of the Act lists as an
example of a subsidy “funds * * * to
cover operating losses;” this illustrative
example does not permit us to ignore the
language of subsection 771(5)(B)(iv).

Comment 18: Counsel for Sacilor
contends that the success of GISin
floating bond issues is proof of the
creditworthiness of his client.

DOC Position: In his response to our
questionnaire, counse! indicated that
GIS has not floated any issues nor made
any loans since 1978, in our judgment
the year Sacilor became uncreditworthy.

In addition, Sacilor's GIS loans were
converted to PACS because Sacilor was
unable to repay them under their
original terms.

Comment 19: Counsel states that
equity subsidies were accepted by
Sacilor as a holding company and not
tied to any particular division or _
activity, and therefore should be
allocated over total consolidated
revenues.

DOC Position: 1t is the Department's
judgment that the 1981 equity subsidies
were conversions of loans tied to steel
production, and consequently are
allocated over total value of steel
production. However, 1979 equity -
subsidies were considered under loss
coverage and allocated over total sales.

Comment 20: Counsel maintains that
because United States imports from
Sacilor have declined, and because no
export subsidies were found, critical
circumstances should not be found to
apply to his client

DOC Position: For our determination
regarding critical circumstances see the
section below.

Negative Determination of Critical
Circumstances

Petitioners alleged that imports of
carbon steel wire rod under
mvesuganon present “critical
circumstances.” Under section-355.29
and 355.33(b) of the Department’s
regulations, critical circumstances exist
when the alleged subsidies inciude an
export subsidy inconsistent with the
Agreement, and there have been
massive imports of the class or kind of
merchandise which is the subject of the
investigation over a relatively short
period.

We have not found any export
subsidies in this investigation.
Therefore, critical circumstances do not
exist in this investigation on carbon
steel wire rod from France.

Verification

In accordance with section 776(a) of
the Act, we verified the data usedin -
making our final determination. During
this verification, we followed normal
procedures, including inspection of
documents, discussions with'
government officials and on-site
inspection of manufacturers’ operations

. and records.

Administrative P{vcedw'es

The Department has afforded
interested parties an opprotunity to
present oral views in accordance with
its regulations (19 CFR 355.35). A public
hearing was heid on July 12, 1982 In
accordance with the Department's .
regulations (19 CFR 355.34(a)), written
views have been received and .
considered.

Suspension of Liquidation

As explained in this notice, we have
determined that no countervailable
benefits are being provided to :
Normandie, because the amount of the
estimated net subsidy during the period
for which we are measuring .
subsidization is 0.291 percent ad
valorem, which is de minimis. The
suspension of liquidation ordered in our
preliminary affirmative countervailing
duty determination for Normandie shall
be terminated upon publication of this -
notice. All estimated countervailing
duties shall be refunded. and all
appropriate bonds shall b ased in
accordance with § 353. 33(2
Department of Commerce Regulanons
(19 CFR 355.33(g)). The suspension of
liquidation ordered in our preliminary
affirmative countervailing duty
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determination for Sacilor shall remain in
effect until further notice. The estimated
net subsidy is as.follows:

vaiorem
QPOrer rate
| (percent)
Carbon Stee Wire A0 oo 14223
Normanadie: - .
Ca700n 5108t WIS ROD o] 0,000
Alt Other Mautacturers/ Producers/ Exporters:
[oT "5 BT R )L FO—— 14223
' We are directing the United States

Customs Service to require a cash
deposit or bond in the amount indicated
above for each entry of the-subject
merchandise entered on or after the date
of publication of this notics in the-
Federal Register, Where the -
manufacturer is not the exporter, and
the manufacturer is known, the rate for
that manufacturer shall be used in -
determining the amount of cash deposit
or bond. If the manufacturer-is :
unknown, the rate for all'other = -~ . -
manufacmrers/producsrsl exportars .
shall be used. -

ITC Notiﬁcation )

In accordance with section 705(d) of
.the Act, we will notify the [TC of our.
-determination. In addition, we are

making available to the ITC all non-
-privileged and non-confidential
information relating-to this ’
investigation. We will allow the ITC ~
access to all privileged and confidential
- information in our files, provided the
ITC confirms that it will not disclose
such information, either publicly or
under an administrative protective order
without the written consent of the -
Deputy Assistant Secretary for Impart
Administration. The ITC will determine -
within 45 days of the publication of this
notice whether these imports are
materially injuring, or threatening to .
materially injure, a U.S. industry. If the
ITC determines that material injury, or
threat of material injury, does not exist,
this proceeding will be terminated and
all securities posted or cash deposited
as a result of the suspension of
liquidation will be refunded or
cancelled. If, however, the [TC
determines that such injury does exist, -
within 7 days of notification by the [TC
of that determination, we will issue a
countervailing duty order, directing
Customs officers to assess
countervailing duty on carbon steel wire
rod from France entered, or withdrawn
from warehouse, for consumption after
the suspension of liquidation. equal to
the net subsidy determined or estimated
to exist as a result of the annual review

process prescn‘bed by section 751 of the
Act. The provision of section 707(a)} of

. the Act will apply to the first.directive

for assessment.

Dated: September 21, 1982,
Lawrencs |. Brady,"

Assistant-Secretary for Trade Administration.

(FR Doc. 82-20450 Filed 9-24-42 8:48 am| h
SILLING CQDE 3810-28-M
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DEPARTMENT OF COMMERCE
International Trade Administration

Carbon Steel Wire Rod From
Venezuela; Final Determination of
Sales at Less Than Fair Value
AGENGY: International Trade
Administration; Commerce.

AcTION: Final Determination of Sales at
Less Than Fair Value.

SUMMARY: This notice is to advise the

public that the Department of Commerce |

has determined that carbon steel wire
rod from Venezuela is being sold or is
likely to be sold in the United States at
less than fair value within the meaning

. of the antidumping law, The United

States International Trade Commission
will determine within 45 days of the
publication of this notice whether these
imports are materially injuring, or
threatening to materially injure, a
United States industry.

EFFECTIVE DATE: December 30, 1982.
FOR FURTHER INFORMATION CONTACT:
Michael ]. Altier, Office of
Investigations, International Trade
Administration, Department of
Commerce, Washington, D.C. 20230 (202)
377-1785.

SUPPLEMENTARY INFORMATION:

Case History

On February 8, 1882, we received a
petition in proper form from Atlantic
Steel Corp., Georgetown Steel Corp..,
Georgetown Texeas Steel Corp..
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Keystone Consolidated, Inc., Korf
Industries, Inc., Penn-Dixie Steel Corp.,
and Raritan River Steel Co. filed on
beha!f of the U.S. industry producing
carbon steel wire rod. The petitioners
alleged that carbon steel wire rod from
Venezuela is being sold at less than fair
value within the meaning of section 731
of the Tariff Act of 1930, as amended
(the Act).

On March 1, 1982, upon examining the

_ petition as required under section 732 of
the Act, we determined that there
existed sufficient grounds upon which to
initiate an antidumping investigation (47
FR 9258).

On March 25, 1982, the United States
International Trade Commission {ITC)
determined that there is a reasonable
indication that an industry in the United
States is being materially injured or is
threatened with material injury by
reason of imports of carbon steel wire
rod from Venezuela which are alleged to
be sold at less than fair value. The ITC
published notice of its determination on
April 1, 1982 (47 FR 13927).

On March 15, 1982, we presented a
questionnaire concerning the allegations
to CVG-Siderurgica del Orinoco, C.A.
(Sidor), the sole producer and/or )
exporter from Veneuzuela of the subject
product.

The petitioners alleged t.hat sales of
the subject product to the United States
had been made during calendar year
1981, the time period initially chosen as
the period of investigation.
Subsequently, Sidor informed us that
although several shipments of its
merchandise had entered the United
States during 1981, the actual sales for
these entries were made in late 1980.
Accordingly, the period of investigation
was extended to include these sales.

However, Sidor refused to include in
its response to our questionnaire any of
the requested sales information. Since
the requested information was essential
to this investigation, we therefore used
the best information otherwise available
in making our preliminary
determination, in accordance with
section 776(b) of the Act.

On July 19, 1982, we preliminarily
determined that carbon steel wire rod
from Venezuela was being, or was likely
to be, sold in the United States at less
than fair value (47 FR 31910). In our
preliminary determination we afforded
interested parties an opportunity to
submit written views and to request a

. public hearing. No written views were
submitted nor was a public hearing
requested.

On August 31, 1982, the Department of

Commerce (the Department) initialed a

proposed agreement to suspend this

investigation. The basis for the
suspensicn was a proposed agreement
between the Department and Sidor to
cease exports of the subject product to
the United States.

On the same date. in compliance with
the procedural requirements of section
734(e) of the Act, we notified the
petitioners of, and consulted with them
regarding, the proposed agreement. At
that time. we explained how the
proposed agreement would be
performed and enforced, how the
agreement would meet the requirements
of subsections 734(b) and (d) of the Act,
and offered to answer any questions.

“Petitioners also received copies of the
proposed agreement on that date and all
parties to the investigation were
permitted to submit comments and
information for the record. No comments
were received, however. In addition, the
ITC was notified of the proposed
agreement.

On October 1, 1982, we determined
that the criteria for suspending an
investigation were met. The Department
and Sidor signed the agreement on that
date. On October 7, 1982, natice of the
suspension of investigation was
published in the Federal Register (47 FR

44362).

On October 25, 1982, Sidor requested

" that this investigation be continued

pursuant to section 734(g) of the Act.
Therefore, we are making this final
determination.

Scope of Investigation

The product covered by this
investigation is carbon steel wire rod
which is a coiled, semi-finished. hot-
rolled carbon steel product of
approximately round solid cross section
not under'0.20 inch nor over 0.74 inch in
diameter, not tempered. not treated, and
not partly manufactured. valued over
four cents per pound. currently provided
for in item 607.17 of the Tariff Schedules
of the United States.

Methodology of Fair Value Comparison

A comparision was made between the
United States price and the foreign
market value of the imported
merchandise.

United States Prices

Purchase price was used to represent
United States price because, according
to the best information available, the
price of carbon steel wire rod to
unrelated purchasers in the United
States was agreed to before the
merchandise was imported into the
United States.

Purchase price, as defired in section
772(b) of the Act, was calculated by

dividing the total value {f.o.b. port of
exportation) of carbon steel wire rod
imported into the United States from
Venezuela in 1981 by the total volume
(in metric tons) of the same imports. The
source of this information was
Department of Commerce import
statistics.

Foreign Market Value

In accordance with section
773(a)(1)(A) of the Act, the price of such
or similar merchandise sold for
consumption in the home market of
Venezuela was used to determine
foreign market value,

The petition included evidence of the
price at which several home market
sales were made. These sales prices
included freight from the mill to the
customer. We deducted the freight to-
arrive at an ex-mill price, and used the
weighted average of these ex-mill prices
to represent foreign market value.

Result of Comparison

We compared foreign market vahie
with United States price calculated as
above. The comparison results in a
dumping margin of 40 percent.

ITC Notification

We have referred this case to the ITC
so that it may determine whether these
imports are materially injuring a US.
industry. That determination is due
within 45 days of the publication of this
notice.

As section 735(c)(1)(A) of the Act
requires, we are making available to the
ITC all nonprivileged and
nonconfidential information relating to
this investigation. We will allow the ITC
access to all priviieged and confidential
information in our files, provided it
confirms that it will not disclose such
information either publicly or under an
administrative protective order, without
written consent of the Deputy Assistant
Secretary for Import Adminstration.

If the final determination of the ITC is
negative, the suspension agreement
shall have no force or effect and the
investigation shall be termina‘ed. If the
final determination of the ITC is
affirmative, the agreement shall remain
in force: The Department will not issue
an antidumping order in the case as lung
as the agreement remains in force, the
agreement continues to meet the
requirements of sections 734 (b) and (d)
of the Act, and the parties to the
agreement carry out their obliga 'r‘r3s4
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under the agreement in accordance with
its terms.

Lawrence |. Brady,

Assistant Secretary for Trade Administration.
December 17, 1982.

{FR Doc. 82-35438 Filed 12-29-32 8:45 am]

BILLING CODE 3510-25-M
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AcTion: Notice-of suspension of
investigation. :

summany: The Department of
Commaercs has decided to suspend the:
countervailing duty investigation
invelving carbon steel wire rod fram- .
Brazil: Tha basis for the suspension-is.
an agreement by the government of .
Brazil to offset with an export tax ail.
.benefits which we find tobe subsidies-
on exports of the subject product to.the
United States.
EFFECTIVR DATE: September 27, 1382,
FOR PURTMNER (NFORMATION CONTACT: ™
- Paul [, McGarr;-Offica of Investigations,
Import Administratfon, International
Trade Administration, U.S. Department
of Commerce, 14th Streetand
Constitution Avenue; N.W., Washington,
D:C. 20230, telephone: (202) 377-2786.
SUPPLEMENTARY INFORMATION:

Case History )

‘Omr February 8, 1982, the Department
of Commerce {the Department) received
a.petittomrfrom. Atlantic Steel =~ . _
Corparation, Georgetown Steel.
Corporation, Georgetown Texas Steel ~
Corporatiom:; Keystone Consolidated
Incorporated.. Korf Industries
Incorporated, Penn-Dixie. Steef™
Corporation-and Raritan River-Steel
Corporation, filed on behaif of the U.S.
industry producing carbon steel wire
rod. The petition alleged that certain
benefits which constitute subsidies ,
within the of section 701 of the
Tariff Act 0f1930, as anrended (the Act).
are being provided, directty or -
indirectly, to the'manufactarers, - -
producers; or-exporters in-Brazil ef -
carbon steel wirerod. -

We found the peﬁtmrto contain
sufficient grounds upon which to initiate
a countervailing duty investigation: and
on-March 1..1982, we-initiated a
countervailing-duty investigation (47 FR
9261). We stated that we expected to
issue-a preliminary determination by
May 4, 1982, We subsequently
determined‘ that the investigationis

“extraordinarily complicated.” as.

defined in section.703(c) of-the Act;. and :

postponed gur-preliminary
determination-for85 days until }nly‘a.
1982 (47 FR 17319). ‘

We presented a questionnaire
concerning the allegations to the
government of Brazil in Washington.
D.C. on May 25, 1982, we received the
response to the questiormaire. During
August 2-8, 1882, we verified this
information by a review of government
documents and company books and
records of Companhia Siderurgica
Belgo-Mineira. (Belgo-Mineira) and-
Companhia Siderurgica Da Guanabara

- (COSIGUA), the only known exporters

in Brazil of carbon stee] wire rod to the
United States.

On July 8, 1982, we -preiiminarily
determined that the government of
Brazil is providing subsidies to -
manufacturers, producers, or exporters
of carbon steel wire rod under six
programs. The programs preiiminarily
found to confer subsidies were [PI
rebates for-capital investment, the IPT
export'credit premium, preferentiai
working capital fimanrcing for exports. an
income tax exemption for export

.earmings, benefits on machinery
. imported under the Industriai

Development Council program..and -
accelerated depreciation for Brazilian-
made capital goods. Based upon
verification, we also found benefits
copstituting subsidies were recetved on
export credits provided through
Resolution 68. This-

countervailable because it nges export-
credits to importers-at pmferenunl
interest Tates.

Notice of the preliminary affirmative
countervailing duty determination was
published in the Federal Register on July
14, 1982 (47 FR 30550). We directed the

- U.S. Customs Service to suspend

liquidation of all entries of the subject
merchandise, entered or withdrawn
from warehouse, for consumption on or -

atter July 14,1982, and to require a cash -

deposit or bond in the amouont 6f'14.31
percent of thef.0.b. value- of the
merchandise:

On August 20; 1982, the Department

- initialed a proposed agreement to

suspend the countervailing duty
investigation involving carbon steel wire
rod from Brazil. The basis for the

- preposed agreement to suspend was -
that the government of Brazil would

offset by an exporf tax the entire
amount of benefits we found to-confer
subsidies on-exports of carbon steel
wire rod to the United States.

On the same date, in compiiance with
the-procedural requirements of section
704(e) of the. Act, we cailed counsel for
the petitioners informing them of the .
proposed agreement. At that time, we
discussed-the essential points of the
proposed agreement and offered to
answer any questions. These parties
also received a copy of the proposed
agreement on that date.

Scope of the Investigation

The product covered by this
investigation is carbon steel wire rod
manufactured inBrazil and exported.
directly or indirectly, from Brazil to the
United States. The term “carbon steel
wire rod"” covers a coiled, semi-finished,
hot-rolled carbon-steel product of -
approximately round solid cross section.

not under 0.02 inch nor over.0.74 inch in
diameter. not tempered. not treated, and
not partly manufactured, and valued
over 4 cents per pound. as currently
provided for in item 607.17 of the Tartff
Schedules of the United States.

The period for which we are
measuring subsidization i is calendar
year 1981,

Changes Sinca the Prefiminary -
Determination - -

(1) /PT Export Credit Premium. Qur
preliminary determination on this
program was based on IP! credits
received from July 1, 1981 to March 31,
1982, divided by the value of exports far
the same period. We noted at the time
our concern that the subsidy may have
been understated. ,

At verification, this concern proved
correct. The companies record IPI
credits when received, which are based
on shipments that may have taken placs
two to three months before. The export
figures we used as.the denominator bear
little relation to the IPI credits received
during the same period.

‘Ta calculate the vaiue of the IPI .
credits, we sampled Beigo-Mineira's and
COSIGUA's receipts of IPI credits and
traced each to the appropriate shipment.
We established that the only deduction-
made from the vaine of the shipment
before the [Pl credit is calcuniated isan
agent:fee-and that not all shipments
have this deduction. For each shipment,
we calculated the value of the P! credits
as a percentage of the gross value of the
shipment. We made this calculation as
of the date of the shipment rather than
the date-of receipt of the IPI credits; not
taking into account the devaiuation of
the cruzeiro in accordance with secnon

771(6)(B) of the Act.

Instead of the 10.63 percent ad
vaforem subsidy reported in our
preliminary determinatien, we
calculated a benefit of 14.89 percent.
This rate was based on the 1981 export
credit premium-of 15 percent. To
determine the appropriate expert tax,
we are prorating the [PI credit found on
all carbon steel wire rod shipments by

" the appropriate rates in the phase-out

schedule of the IPI set out below:

September 30, 1982—December 30,
1982=11.0 percent

December 31, 1982—February 15,
1983=9.0 percent

February 16, 1983=—April 1, 1983=4.5
percent

April 2, 1983 onward=0 percer3
(2) Export Credits Under Resolution

68. During verification we discovered

that loans at preferential rates had been

contracted under this program in 1981.
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Normally, we do not consider that
benefits are received from loans at
preferential rates until payment is due.
In this case. the first of four semi-annual
payments by importers on all of the
loans taken out under this program was
not due until after the end of the review
period. Consequently, there was no
benefit to exports of wire rod to the
United States under this program in
196%. However, the suspension
agreement obligates the government of
Brazil to offset, by an export tax, all
current benefits on wire rod exports to
the United States. Without a value as’
yet for 1982 exports, we must estimate
the current level of subidy. Based on
1981 exports to the United States we
estimate that the benefit from the loans
learned about at verification is about
0.5-0.75 percent. Any new loans since
that time would. of course, increase this
benefit. .

(3) Long-Term Loans. We stated in our
preliminary determination that we
required additional information on long-
term loans to Belgo-Mineira and
COSIGUA before making a
determinatian on the al.legation that
such loans confer subsidies. At
verification, we examined several
foreign currency loans and.found that

" such [bans are granted with interest
rates of LIBOR plus a spread that -
approximates the average spread o

_available on such LIBOR loans in Brazil.
We further verified that loans from
FINAME, a program of the National.
Bank for Economic Development (BNDE)
for the purchase of capital equipment
manufactured in Brazil, are fully
indexed and are made at.fixed real
interest rates ranging from 7 to 11
percent, depending on the time the loan
was granted .

FINAME loans are available to a wide
variety of sectors in Brazil. While the
steel industry is one of the chief
recipients, this appears to be warranted.
in view of the-capital requirements of a
large capital-intensive industry. Other
large capital-intensive industries have
received loans in similar proportions. In- -
addition, numerous other sectors also
received loans from FINAME during this
period. We do not have a benchmark in
Brazil for comparing the interest rates-
on these loans, because of a-lack of
alternate sources of such financing.
However, the real interest rates of 7 to
11 percent are quite high by
international standards. Based on the
general availability of these-loans, we -
have determined that they do not confer
a subsidy.

Petitioners’ Comments

The Department has consulted with
counsel for the petitioners, and received

the following comments from them
objecting to the proposed suspension
agreement. Our responses are shown far
each comment.

Issues Related to the Suspension
Agreement

Comment 1: The petitioners suggest
that paragraph B.1.(h) be modified by
inserting “including any annual review”
after the phrase “in this proceeding.”

DOC Position: The suggested addition
is redundant. The phrase"in this.
proceeding” encompasses annual .
reviews and any action taken by the
Department with respect to this case
until the case is terminated or revoked. .

Comment 2: The petitioners-contend
that the representative period chosen as
a reference period.for the section :
704(d][2) reqmrement—that exports not
increase in the interim period between
suspension and imposition.of the export
tax——perpetuates the recent surge.of
imports of Brazilian carban steel wire
rod into the United States. .

DOC Position: We are.required to
select “the most recent representative
period.” Accardingly, we chose the -
period February 1982—the most recent
12-month period prior to the filing of the..
petition. The petitioners have contended
that we should use a two-yearperiod, - .
1980-1981. to reflect more accurately the -
long-term level of Brazilian wire-rod
exports to the:United States. The .
suggested period has 19 months of non-
shipment prior to entry into the market .
and the increase of imports. The period
we have-chosen begins with 6 months of

. non-shipment, and the time period—the
. 12-month period before the petition was

filed—correiates with the reference
period in the suspension agreement on
carbon steel plate from Brazil. We note*
that the periods covered by this
quantitative restraint is very short— .
until October 20,.1982, when the
offsetting export tax will go into-effect.

‘Comment 3: The petitioners request
that paragraph C.2 be modified by
adding the words “production, or
export” after the word “manufacture,”
to comport with the language of the Act.

DOC Position: We have inserted the
proposed amendment. -

Comment 4: The petitioners state that
for effective monitoring to be
practicable, the agreement should
require that payment of the export tax
be reflected on export documents
presented to the Customs Service. They.
claim that this would provide

DOC Position: Such a requirement
would not enhance the monitoring of the
agreement. The U.S. Customs Service is
not the administering authority; export
documeénts made available to the
Customs Service are not normaily
available to the Department: and, if such
information were lacking an expart
documents, the Custams Service wouid.
not have the authority undera '
suspension agreement to suspend
liquidation, impose countervailing
duties, or deny entry. Provided the- -

-government of Brazil can present upon

request appropriate documentation that
the export tax has been timely paid, the
agreement can be effectively monitored.
Comment 5: The petitioners state that
for effective nonitoring the agreement
should specify the minimum amount of ~
information to be.supplied pursuant to
paragraph C.1, and that this information

" should include on a quarterly basis the

monthly volume and value of exports of
the subject product to the-United States, -
the total amount of export tax eollected
and -documentation of payment of the
DOC Position: The suggested )
amendment is unnecessary because
paragraph C.1 is not limiting. The :
Department may request, at any time, -
any information it deems necessary for .
effective momitoring of the agreement.

" Commient 6: The petitioners state that.
the agreement should include a :
provision whereby the government of -
Brazil consents to access to. venﬁcauon
reports by counsel for the-petitioners .
under an administrative protective:

- order, so that counsel may.monitor  : -

independently the efficacy of the

- agreement.

DOC Position: Non-cunﬁdemial
versions of verification reports are -
normally available to the public. A -
determination concerning the request by
counsel for release of the confidential
version of a verification report under
protective order will be made at the time
such requests are submitted.

Comment 7: The petitioners state that
the suspension agreement fails to fulfill
the explicit statutory conditions-of
section 704(d)(1) of the Act that any
suspension agreement be in the pubhc
interest.

DOC Position: By its terms, the
suspension agreement will offset
completely the net subsidy, and

verification that the export tax has been _fortiori eliminates any injury “caused by

paid on shipments subject to the
agreement and that the Customs Service
would have appropriate documentation
of that fact.

the net subsidy, without the added
expense to the U.S. taxpayers,
petitioners, and respondents of -
completing the investigation.
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Subsidy Issues

Comment 8: The petitioners assert
that in calcuiating the net subsidy under
Resolution 674 financing, the -
Department-used an incorrect
benchmark. They state that the Banco
do Brasil rate for discounting accounts
receivable is not a proper benchmark
because the discounting of accounts
receivable is no longer the most

to our preliminary determination we
addressed the issue of comparability
between cruzeiro and foreign currency
sources for working capital. Our
analysis has not changed since that
time. :

Comment 9: The petitioners state that
the Department erred in its calculation
of the interest equivalent of the discount
rate for accounts receivable. They assert
common method of raising working - that it is. normal procedure for a bank to
capital. Further, they state that the have recourse to the seller of a
Department must factor in compensating receivable in.the event of non-payment
balances (although illegal in Brazil) to- and thus the saie of a receivable has
determine an effective interest rate; that ~ characterfstics similar to a loan that
the Department has not used its own must be repaid by the borrower.
standard of a national average Consequently, they assert that we must
commercial rata as a benchmark: and determine the interest-equivalent-of the
that in determining that benchmark the . discount rate in the event of repayment
Department should use as one basis of by the seiler and then compound this
comparison the rate for borrowing in rate to determine a yearly effective rate

international financial markets. for: discounting accounts receivable.
DOC Position: The Department This procedure would yield a rate -
believes from evidence available to it substantiaily higher than the 59.6

that there is no meaningful commercial percant rate used by the Department to.

market for short-term working capital determine the interest subsidy of loans
loans in Brazil. Instead, most firms meet = under Resolution 674,

their needs for working capital through DOC Position: The Department -

the sale of accounts receivable. calculated the rate of 59.8.percent based
Therefore, the Department has on the following: (1) That the-sale of an
determined that the discounting of . account receivable constitutes the -+ -
accounts receivable provides the most purchase of an asset by a bank, in which

appropriate basis-for comparison. the bank absorbs the risk of non-

In determining a national benchmark, = payment: (2) that once the sale is
the Department chose the Bancs do completed. the seller has no further
Brasil rate because prior case precedent pbligat;on (such as repayment with
and statements of the government of interest) to the bank; and (3) thata . -
Brazil suggested that this was the series of sales of accounts receivable is
appropriate standard. As the largest not equivalent to rolling over-a loan-
single banking entity in Brazil where interest on the original loan is
(representing 35-40% of all banking compounded. As a result, the discount

assets), the Banco do Brasil acts as a
price leader from which the rates-of
other banks vary. Documents received

at verification support our preliminary
determinatiqn in several respects. First, -
the Banco do Brasil discount rate is 53.6
percent, as claimed: numerous banks,
both state-owned and private, discount
receivables at rates near (both above .
and below]) the rate set by the Banco do
Brasil. Second. as it applies to Belgo-
Mineira and COSIGUA, the market for that FINAME loans are preferential
discounting accounts receivable is still when compared to long-term foreign
quite active. During the period of review  currency loans granted at LIBOR-pius-
both companies discounted a significant  spread. and thus FINAME loans confer a
percentage of their domestic accounts subsidy.

receivable with a wide variety of banks, DOC Position: Long-term financing in
and used this facility as the chief cruzeiros is available in Brazil only
method of raising working capital. through government-controlled financial
During verification, we found no institutions. We do not have a

evidence of compensating balances in benchmark in Brazil for fixed interest
company records; the amount received rate long-term loans to compare with the
by the company after discounting a interest rates on FINAME loans.
receivable was the value of a. receivable = However, since these loans are indexed.
minus the discount rate. the Tax on the interest rates are real interest rates.
Financial Transaction (IOF) and a small  This allows us to construct a benchmark
commission. Lastly, in the memorandum  based on the real interest rates of the

rate we have-used is a simple rate and
additive. ' .

. If the sale of an account receivable

. does in fact have more the character of
a loan than the sale of an asset, we may
have to reassess.our position. We will
investigate this matter further and make
any necessary adjustments in the
calculation of the interest differential
and the net subsidy. .

Comment 10: The petitioners state

only private long-term loans
commercially available in Brazil—the
foreign currency loans referred to by the
petitioners. The comparison of that -
constructed benchmark and the interest. .
rates on these loans, as described
below, suggests that they are not made
at preferential rates.

Since LIBOR loans are continually
readjusted at the prevailing interest
rates we constructed the benchmark By-
calculating the average real interest
component of LIBOR-plus-spread on
long-term loans to Brazil for the period
1977-81 during which these FINAME
loans were made. We than compared
that average real interest rate-plus-
spread to the rates at which the long-
term FINAME loans were made. Qur
comparison showed that all the
FINAME loans to Belgo-Mineira and
COSIGUA were made at rates above the
benchmark, which indicates that they
were not made at preferential rates. We
will monitor loans made by FINAME to
Belgo-Mineira and COSIGUA in future
section 751 administrative reviews in -
order to evaluats whether such loans
were made at preferential rates.

Suspension of the Investigation:

~ The Department has determined that _
the agreement will offset the subsidies
completely with respect to the subject
merchandise exported directly or -
indirectly to the United States, that the

- agreement can be monitored effectively,

and that the agreement is in the public
interest. We find, therefore, that the
criteria for suspension of an
investigation pursuant to section 704 of
the Act have been met. The terms and
conditions of the agreement, signed
September 21, 1982, are set forth in
Annex 1 to this notice.

Pursuant to section 704(f)(2)(A) of the
Act, the suspension of liquidation of all
entries, entered or withdrawn from
warehouse, for consumption of carbon
steel wire rod from Brazil effective July

- 14, 1982, as directed in our notice of

“Preliminary Affirmative Countervailing
Duty Determination, Carbon Steel Wire
Rod fromh Brazil” is hereby terminated.
Any cash deposits on entries of carbon
steel wire rod from Brazil pursuant to
that suspension of liquidation shall be
refunded and any bonds shall be
released.

The Department intends to conduct an
administrative review within twelve
months of the anniversary gate of
publication of this suspension as
provided in section 751 of the Act.

Notwithstanding the suspension
agreement, the Department will continue
the investigation if we receive such a
request in accordance with section
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Brazil that such benefits are subsidies .within
the meaning of the U.S. countervailing duty
law.

4. The government of Brazil agrees that
from the effective date of the suspension of
the investigation and until the imposition of

704(g) of the Act within 20 days after the
date of publication of this notice.
" This notice is published pursuant to
section 704(f)(1)(A) of the Act.

Gary N. Horlick,
. . an export tax no later than October 20, 1982
2:” uty Assistant Secretary for lmport that compietely offsets the net subsidy
ministration. ‘determined by the Department to exist. the
September 21, 1982, rate of exports of the subject prodz;ct will not
Annex 1-—Suspension Agreement—Carbon exceed the average monthly rate of exports to
Steel vah Rod From Brazil the U.S. in the period February 1981-{anuary

1982, The Department will monitor the
exports of the subject product to the United
States from the effective date of the
suspension of the investigation until the
imposition of the export tax and will issue
instructions to the Customs Service to deny

_eatry, or withdrawal from warehouse, for

. consumption of the subject product exported

in excess of the average monthly rate in the-
period February 1981-January 1982. -
C. Monitoring of the Agreement

1. The government of Brazil agrees to
supply to the Department such information as

Pursuant to section 704 of the Tariff Act.of
1930, as amended (“the Act"), and section
355.31 of the Commerce Regulations. the
United States Department of Commerce (“the .
Department™) and the government of Brazil
enter into the following suspension
agreement (“the agreement”) on the basis of
which the Department shall suspend its .
countervailing duty investigation initiated on
March 1, 1982 (47 FR 9261) with respect to
carbon steel wire rod from Brazil. The
agreement shall be in accordance with the
terms and provisions set forth below. )

A. Scope of the Agreement ) the Department deems necessary to -

The agreement applies to all carbon steél demonstrate that it is-in full compliance with -
wire rod manufactured in Brazil and the agreement. _ - th
exparted, directly or indirectly, from Brazil to 2 The government of Brazil shall notify the
the United States (herinafter referred to as ~ Department if any exporters of the subject
the “subject product”). The term “carbon product transship the subject product through
steel wire rod” covers a coiled, semi-finished, third countries or apply for or recaive,
hot-roiled carbon steel product-of directly or indirectly, the benefits of the

programs described in paragraph B(1) .
regarding the manufacture, production or ' .
export of the subject product. )

3. The government of Brazil shall certify to
the Department within 15 days after the first

approximately round solid cross section, not
under 0.02 inch nor over 0.74 inch in diameter,
not tempered. not treated, and not partly
manufactured, and valued over4 cents.per
pound, as currently provided for in item

807.17 of the Tariff Schedules of the United " day of each three-month period beginning an.
States. - v ) ]amnll;y 1, 1983 t;v&ether it contmbuu to-be in
. ) ' compliance with the agreement by offsetting
B. Basis of the Agreement the net subsidy referred to in paragraph B(1)
1. The of Brazil hereby agrees and whether it has substituted any new or

equivalent benefits for the benefits offset by
the agreement. Failure to supply such
information or certification in a timely
fashion may result in the immediate
resumption of the investigation orissuance of
a countervailing duty order.

4. The government of Brazil shall permit -
such- verification and data collection as is
requested by the Department in order to
monitor the agreement. The Department will
request such information and perform such
verification periodically pursuant to

to offset completely the amount of the net
subsidy determined-by the Department to -
exist with respect to the subject product. The
" offset shall be accomplished by an export tax
applicable to the subject product exported on
or after October 20, 1982, The export tax shall
be utilized to offset completely any benefits
found to exist with respect to the foilowing
ms: .

(a) The IPI export credit premium,

(b) Resolution 874 financing, v

(c) Decree Law 1547 rebates for investment,

(d) Benefits on imported machinery administrative reviews conducted under

received under the CDI program, section 751 of the Act. ) :
(e} The income tax exemption for export 5. The government of Brazil shall promptly

earnings, . notify the Department, with appropriate

() Export credits provided through documentation, of any change in the amount
Resolution 68, ) " of benefits to the subject product, of any

(8) Accelerated depreciation for Brazilian-  change in the rate of the export tax, or if it
made capital goods, and " decides to alter or terminate-its obligations

(h) Any. other program subsequently with respectto any of the terms of the N

determined by the Department in this
proceeding to constitute a subsidy under the
Act to the subject product.

The Department shall officially notify the
government of Brazil of any determination
made under item (h) above.

2. The government of Brazil certifies that

agreement. = .
D. Violation of the Agreement

If the Department determines that the -
agreement is being or has been violated or no
longer meets the requirements of section
704({b) or (d) of the Act, then section 704(i)

no new or equivalent benefits shall be shall apply.
granted on the subject product as a substitute )
for any benefits offset by the agreement. _ £ Effective Date

3. The offset of these benefits does not .
constitute an admission by thre government of

The effective date of the

agreement is the
“date of publication. -

Signed on this 21st day of September. 1982,
For the Government of Brazil:

Luiz Felipe P. Lampreia,

Minister-Counselor. Brazilian Embassy.

[ have determined that the provisions of
paragraph B compietely offset the subsidies-
that the government of Brazil is providing
with respect to carbon steel. wire rod

" exported directly or indirectly from Brazil to
-the United States and that the provisions of -
paragraph C ensure that this agreement can
be monitored effectively pursuant to section
704(d) of the Act. Furthermore, | have <

determined that the agreement meets the
requirements of section 704(b) of the Act and
suspension of the investigation is in the
public interest.

Department of Commercs. -
"By: Gary N. Horlick, -

Deputy Assistant Secretary for Import
Administration.

[FR Doc. 82-26460 Flled 9-24-42; 8:45 am|

SILLING CODE 3810-25-M ’
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INTERNATIONAL TRADE
COMMISSION

[Investigation No. 701-TA-149 (Final)}

Carbon Steel Wire Rod From Brazil;
Suspension of Final Countervailing
Duty Investigation

AGENCY: United States International
Trade Commission.

ACTION: Suspension of final -

) countervailing duty investigation.

EFFECTIVE DATE: September 27, 1982.
SUMMARY: On September 27, 1982, the

United States Department of Commerce

suspended its countervailing duty

investigation involving carbon steel wire
rod from Brazil (47 FR 42399). The basis

for the suspension is an agreement by
the Government of Brazil to offset
completely the amount of net subsidy

tdetermined by Commerce to exist with

respect to the subject product.
Accordingly, the United States

International Trade Commission hereby

gives notice of the suspension of its
countervailing duty investigation
involving carbon steel wire rod,

provided for in item 607.17 of the Tariff
Schedules of United States, from Brazil
(investigation No. 701-TA-149) (Final)).

FOR FURTHER INFORMATION CONTACT:
Mr. Stephen Miller (202-523-0305),
Office of Investigations, U.S.
International Trade Commission.
This notice is published pursuant to
§ 207.40 of the Commission’s Rules of

Practice and Procedure (19 CFR 207.40).

By order of the Commission.
Issued: October 1. 1982
Kenneth R. Mason,
Secretary.
|FR Doc. 82-27504 Filed 10-3-82 8:45 am}
BILLING CODE 7020-02-M
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DEPARTMENT OF COMMERCE ,
International Trade Administration

Carbon Steel Wire Rod From
Venezuela; Suspension of
Investigation

AGENCY: International Trade
Administration, Commerce.
ACTION: Notice of suspension of
investigation.

SUMMARY: The Department of
Commerce has decided to suspend the
antidumping investigation involving
carbon steel] wire rod from Venezuela.
The basis for the suspension is an
agreement by the only known producer
and exporter in Venezuela of the subject
product which is exported to the United
States to cease exports of the subject
product to the United States.

EFFECTIVE DATE: October 7, 1982.

FOR FURTHER INFORMATION CONTACT:
Michael ]. Altier, Office of
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce. 14th Street
and Constitution Avenue. NW.,

Washington. D.C. 20230. telephone {202)
377-1785.

SUPPLEMENTARY INFORMATION: .

Case History

On February 8, 1982, we received a
petition in proper form from Atlantic
Steel Corp., Georgetown Steel Corp..
Georgetown Texas Steel Corp.,
Keystone Consolidated. Inc., Korf
Industries, Inc., Penn-Dixie Steel Corp.,
and Raritan River Steel Co. filed on
behalf of the United States industry
producing carbon steel wire rod. The
petitioners alleged that carbon steel
wire rod from Venezuela was being sold
at less than fair value within the
meaning of section 731 of the Tariff Act
of 1930, as amended (the Act).

On March 1, 1982, upon examining the
petition as required under section 732 of
the Act, we determined that there
existed sufficient grounds upon which to
initiate an antidumping investigation (47
FR 9259).

On March 25, 1982, the United States
International Trade Commission (ITC)
determined that there was a reasonable
indication that an industry in the United
States was being materially injured or
was threatened with material injury by
reason of imports of carbon steel wire
rod from Venezuela which were alleged
to be sold at less than fair value. The
ITC published notice of its ’
determination on April 1, 1982 (47 FR
13927). )

On March 15, 1982, we presented a
questionnaire concerning the allegations
to CVG-Siderurgica del Orinoco, C.A.
{Sidor), the only known producer and/or
exporter from Venezuela of the subject
product.

The petitioners alleged that sales of
the subject product to the United States
had been made during the calendar year
1981, the time originally chosen as the
period of investigation. Subsequently.
Sidor informed us that although several
shipments of its merchandise had
entered the United States during 1981,
the actual sales for those entries were
made in late 1980. Accordingly, the
period of investigation was extended to
include these sales. However, Sidor
refused to include in its response to our
questionnaire any of the requested sales
information. Since the requested
information was essential to the
investigation, we therefore based our
preliminary determination. in
accordance with section 776(b) of the
Act, on the best information otherﬁ'ige
available. i

On July 19, 1982. we preliminarily
determined that there was a reasonable
basis to believe or suspect that carbon

~
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steel wire rod from Venezuela was
being soid, or was likely to be sold at

less than fair value within the meaning -

of the antidumping laws. Notice of the
preliminary affirmative determination
was published in the Federal Register on
July 23. 1982 (47 FR 31910). We directed
the United States Customs Service to
suspend liquidation of all entries of the
subject merchandise, entered or
withdrawn from warehouse, for
consumption on or after July 23, 1982,
and to require a cash deposit or bond for
each such entry of the merchandise in
the amount of 40 percent of the f.0.h.
value.

On August 31, 1982, the Department of
Commerce (the Department) initialed a
proposed agreement to suspend this
investigation. The basis for the
suspension was a proposed agreement
between the Department and Sidor to
cease exports of the subject product to
the United States.

On the same date, in compliance with
the procedural requirements of section.
734(e) of the Act, we notified the ‘
petitioners of, and consulted with them
regarding, the proposed agreement. At
that time, we explained how the
proposed agreement would be
performed and enforced, how the
agreement would meet the requirements
of subsections 734 (b} and (d) of the Act,
and offered to answer any questions.
Petitioners also received copies of the
proposed agreement on that date and all
parties to the investigation were
permitted to submit comments and
information for the record. In addition,
the ITC was rnotified of the proposed
agreement. .

Scope of Investigation

The product covered by this.
investigation is carbon steel wire rod
which is a coiled, semi-finished. hot-
rolled carbon steel product of
approximately round solid cross section
not under 0.20 inch nor over 0.74 inch in
diameter, not tempered, not treated, and
not partly manufactured, valued over
four cents per pound, currently provided
for in item 607.17 of the Tariff Schedules
of the United States.

Suspension of the Investigation

No negative comments have been
submitted with respect to the proposed -
suspension agreement to cease exports
of the subject product to the United
States. We have determined that the
agreement can be monitored effectively,
and that the agreement is in the public
interest. We find, therefore. that the
criteria for suspending an investigtion
pursuant to section 734 of the Act have
been met. The terms and conditions of

the agreement, signed October 1, 1982,
are set forth in Annex [ to this notice.

Pursuant to section 734{f)(2)(A) of the
Act, the suspension of liquidation of all
entries, entered or withdrawn from
warehouse, for consumption of carbon
steel wire rod from Venezuela effective
July 23, 1982, as directed i our notice of
“Preliminary Determination of Sales at
Less Than Fair Value” is hereby
terminated. Any cash deposits on
entries of carbon steel wire:rod from
Venezuela pursuant to that suspension
of liquidation shall be refunded and any
bonds posted shall be reieased.

The Department intends to conduct an
administrative review within twelve
months of the anniversary date of
publication of this suspension as
provided in section 751 of the Act.

Notwithstanding the suspension
agreement, the Department will continue
the investigation if we receive such a
request in accordance with section’
734(g) of the Act within 20 days after the
date of-publication of this notice.

This notice is published pursﬁanl to section
734(f)(1)(A) of the Act. .
Gary N. Horlick,

Deputy Assistant Secretary for Import
Administration.

October 1, 1982. »
Annex |—Suspension Agreement
Carbon Steel Wire Rod from Venezuela

Pursuant to the provisions of sections
734 of the Tariff Act of 1930, as amended
(19 U.S.C. 1673c} (the Act), and § 353.42
(19 CFR 353.42) of the Department of
Commerce Regulations, the Department
of Commerce (the Department) and
CVG-Siderurgica del Orinoco, C.A.
(Sidor), Apartado Postal 69.000—
Altamira, Caracas; 106 Venezuela, enter
into the following suspension agreement
(the agreement) on the basis of which
the Department-shall suspend its
antidumping investigation initiated on
March 4, 1982 (47 FR 92589) with respect
to carbon steel wire rod from Venezuela
subject to the terms and provisions set
forth below.. .

A. Product Coverage. This agreement
applies to carbon steel wire rod from
Venezuela which is the subject of the
above referenced investigation,
manufactured or exported by Sidor, and
is currently provided for under item
number 607.17 of the Tariff Schedules of
the United States (hereinafter the
subject product).

B. Basis for the Agreement. As of the
effective date of this agreement. Sidor,
the only known producer and exporter
in Venezuela of the subject product
which is exported to the United States.
agrees not to make further exports of the
subject product to the United States,

either directly or through intermediaries.
from Venezueia or through third
countries.

C. Monitoring. Sidor will supply to the
Department such information as the
Department deems necessary to ensure
that Sidor is in full compliance with the
terms of this agreement, so as to enable
the Department to monitor this
agreement effectively in accordance
with section 734 of the Act (19 U.S.C.
1673c) and §353.42 (19 CFR 353.42) of
the Department of Commerce

‘Regulations. Such information, at a

minimum, shall include a quarterly
statement.of Sidor's exports of the
subject product to all countries. The
statement shall include the volume of
the subject product exported either
directly or through intermediaries,
together with any information Sidor
possesses as to the ultimate destination
of the merchandise, if this differs from
the country to which the initial
exportation is made. The statement shall
be itemized by country of destination. In'
the absence of exports of the subject
product to the United States, either

- directly or through intermediaries,

Sidor's quarterly statement shall so
indicate. Sidor agrees to submit such
quarterly statements to the Department
within 30.days after the beginning of the
subsequent calendar quarter. Sidor will -
permit such data collection and
verification as the Department deems
necessary for monitoring this agreement.
The Department may also request such
information and conduct such
verifications periodically pursuant to the
administrative reviews conducted under
section 751 of the Act. If the Department
requests information in addition to the
quarterly statements specified above, it
will explain upon making such request
the reason or reasons why it considers
such information and/or verification
thereof necessary to ensure full -
compliance with terms of this’
agreement. Sidor will notify the
Department immediately should it aiter
its position with respect to any terms of
this agreement.

D. Violation of the Agreement. The
Department shall rescind this agreement
and resume the investigation or issue an
antidumping order, as appropriate under-
section 734(i) of the Act (19 U.S.C.
1673c(i)) and § 355.43 of the Department
of Commerce’s Regulations (19 CFR
353.43), with respect to the subject
product if the Department determines
pursuant to section 734(i)(1) of the Act
that Sidor has not honored its
obligations under this agreement.
Additionally, the DepartmenCwiill
resume this investigation or issue an
antidumping duty order. as appropriate
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under section 734(i) of the Act, if it
determines that the agreement no ionger
complies with provisions of section 734
(b} and (d) of the Act (19 U.S.C.. 1673¢
(b} and (d)). :

E. Other Provisions. In entering into
this agreement, Sidor does not admit

 that any sales of the subject product
have been made at less than fair value.

The effective date of this suspension
agreement is the date of publication of
notice of suspension of investigation in
the Federal Register.

Signed on this 1st day of October 1982.

For CVG-Siderurgica dei Orinoco. C.A.
Andrew W. Sheidrick.

I have determined that the provisions of
Paragrapb B provide for the cessation of
exports to the United States of the subject
product and that the provisians of Paragraph
C ensure that this agreement can be
monitored effectively pursuant to section
734(d) of the Act. Furthermore. | have
datermined that this agreement meets the
requirements of section 734(b) of the Act and
is in the public interest as required under
section 734(d) of the Act.

U.S. Department of Commerce.

Gary N. Horlock,

Deputy Assistant Secretary for Import
Administration. .

IFR Doc. £3-Z472 Filed 10-6-82 845 am}

BILLING COOE 3610-25-M
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499(

INTERNATIONAL TRADE
COMMISSION

" [investigation No. 731-TA-88 (Final)]

Carbon Steel Wire Rod From
Venezuela

AGENCY: International Trade
Commission.

" ACTION: Suspension of final antidumping
investigation.

EFFECTIVE DATA: October 7, 1982,

" sUMMARY: On October 7, 1982, the
United States Department of Commerce
suspended its antidumping investigation
involving carbon steel wire rod from
Venezuela (47 FR 44362). The basis for
the suspension is an agreement by the
only known producer and exporter in
Venezuela of the subject product which
is exported to the United States to cease
exports of the subject product to the
United States. Accordingly, the United
States International Trade Commission
hereby gives notice of the suspension of
its antidumping investigation involving
carbon steel wire rod, provided for in
item 607.17 of the Tariff Schedules of
United States, from Venezuela
(investigation No..731-TA-88) (Final )).
FOR FURTHER INFORMATION CONTACT:
Mr. Stephen Miller (202-523-0305),
Office of Investigations, U.S.
International Trade Commission.

This notice is published pursuant to
§ 207.40 of the Commission’s Rules of
Practice and Procedure (19 CFR 207.40)
Issued: October 28, 1982.
By order of the Commission.
Kernneth R. Mason, ‘
Secretary.
{FR Doc. 82-30255 Filed 11-2-82: 8:45 am]
BILLING CODE 7020-02-M
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[investigation No. 731-TA-88 (Final)]

Carbon Steel Wire Rod From
Venezuela; Continuation of Final
Antidumping Investigation

AGENCY: International Trade
Commission.

ACTION: Continuation of final
antidumping investigation.

EFFECTIVE DATE: October 27, 1982.

SUMMARY: On October 7, 1982, the
United States Department of Commerce
suspended its antidumping investigation
concerning carbon steel wire rod fro:::
Venezuela (47 FR 44362, October 7,
1982). The basis for the suspension w::=
an agreement by CVG-Siderurgica d«!
Orinoco C.A. (Sidor), the only known:
Venezuelan producer and exporter of
carbon steel wire rod, to discontinue 2}
exports of the subject merchandise to
the United States. Accordingly, pursuont
to section 734(f)(1)(B) of the Tariff Act of
1930 (19 U.S.C. 1673¢(f)(1)(B)), the Urited
States International Trade Commission
suspended its antidumping investigation
on carbon steel wire rod from Venezuela
{47 FR 49907, November 3, 1982). On
October 27, 1982, however, a request to
continue the investigation was filed by
counsel for Sidor pursuant to section
734(g)(1) of the Tariff Act (19 U.S.C.
1673c(g)(1)). Accordingly, the
Commission hereby gives notice of the
continuation of investigation No. 731-
TA-88 (final), Carbon Steel Wire Rod
from Venezuela. The Commission will
make its determination in this
investigation within 45 days of the date
on which Commerce publishes its final
antidumping determination.This notice
is published pursuant to § 207.42 of the
Commission’s Rules of Practice and
Procedure (19 CFR 207.42).

By order of the Commission.
Issued: November 12, 1982.
Kenneth R. Mason,
Secretary.
[FR Doc. 82-31455 Filed 11-16-8:45 am|] ~ D-2
BILLING. CODE 7020-02-M
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[Investigations Nos. 701-TA-148 and 150
(Finai)]

Carbon Steel Wire Rod From Belgium-
and France; Termination of
Investigation

. AGENCY: International Trade

Commission.
ACTION: Termination of investigations.

EFFECTIVE DATE: November 3, 1982.

FOR FURTHER INFORMATION CONTACT:
Mr. Stephen Miller (202-523-0305),
Office of Investigations, U.S.
International Trade Commission.

SUMMARY: On July 14, 1982, the
Commission instituted final
countervailing duty investigations under
section 705(b) of the Tariff Act of 1930
(19 U.S.C. 1671d(b)} to determine
whether 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 subsidized imports from
Belgium and France of carbon steel wire
rod provided for in item 607.17 of the
Tariff Schedules of the United States.

On November 3, 1982, the Commission
was notified by Atiantic Steel Co.;
Continental Steel Co. (formerly Penn-
Dixie Steel Corp.); Georgetown Steel
Corp.; Georgetown Texas Steel Corp.;
Keystone Consolidated Industries, Inc.;
Korf Industries, Inc.; and Raritan River
Steel Co., the petitioners in these
investigations, that they wished to
withdraw their petitions as to all of the
above-mentioned investigations
pursuant to section 704(a) of the Act (19
U.S.C. 1671c(a)). The Commission has
granted these requests.

This notice is published pursuan: 1,
207.40 of the Commission's Rules of

Practice and Procedure (19 CFR 20750}
By Order of the Commission.
Issued: November 10, 1682.

Kenneth R. Mason,

Secretary.
{FR Doc. 82-31456 Filed 11-16-82: 8:45 um]
BILLING CODE 7020-02-M -
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Table E-1.—-Carbon steel wire rod: Indexes of weighted—-average
prices of welding quality carbon steel wire rod 1/ realized by
U.S. producers and by importers of wire rod from France, 2/ by
quarters, January 1980-June 1982 -

(January-March 1980=100.0)

U.S. producers

Period : : France
: Integrated F Non-~ :
: : integrated :

1980: : : :
January-March : 100.0 : 100.0 : 100.0
April-June -—: 104.7 : 101.2 : 119.8
July-September———————————— : 101.3 : 94.5 : 107.3
October-December—-—-——-————-— : 101.6 : 106.4 : 95.2

1981: : : :
January-March : 109.3 : 99.9 : 108.8
April-June : 110.2 : 100.7 : 110.9
July-September--—————=————— : 120.8 : 99.3 : 111.1
October-December—————=—=——- : 118.9 : 97.6 : 112.7

1982: : : :
January-March : 117.3 : 102.4 : 124.3

April-June : 117.2 : 96.2 : 116.6

1/ Welding-quality carbon steel wire rod meeting AISI specifications
for C-1008.

g/ No sales were reported for this product imported from Belgium,
Brazil, or Venezuela.

Source: Compiled from data submitted in response to official
questionnaires of the U.S. International Trade Commission.
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Table E-2.--Carbon steel wire rod: Indexes of weighted-average prices of large
diameter low-carbon steel wire rod 1/ and of medium-carbon steel wire rod 2/
realized by U.S. producers, 3/ by quarters, January 1980-June 1982

(January-March 1980=100.0)

Low-carbon steel f Medium-carbon steel
Period : Vo . - Noms
: Integrated : integrated : Integratedg integrated
1980: : : : : :
January-March—-—-————=———u= : 100.0 : 100.0 : 100.0 : 100.0
April-June-——-———=———————- : 95.5 : 100.8 : 99.1 : 100.9
July-September—-———=——=——: 98.7 : 89.6 : 96.5 : 92.3
October-December—-——==—=—-: 98.4 : 92.1 : 93.1 : 101.4
1981: : : : :
January-March-—————=————m—: 104.0 : 98.9 : 98.9 : 104.0
April-June-—————————=———--- : 109.0 : 98.8 : 100.4 : 105.4
July-September—-—————~———=- : 119.6 : 99.6 : 103.7 : 103.0
October-December———————~—-— : 135.8 : 97.3 : 108.0 : 103.3
1982: : : : :
January-March—-———-=——=—=e=: é/ : 88.5 : 109.3 : 97.4
April-June -3 4/ : 83.8 : 104.8 : 97.0

1/ Standard quality wire rod of at least 9/16 inch diameter, AISI
specification C-1008.

2/ Wire rod having carbon content meeting AISI specifications C-1025 to
C-1040

3/ No sales were reported of these products imported from the countries
sub ject to these investigations.

4/ No prices reported.

Source: Compiled from data submitted in response to official questionnaires
of the U.S. International Trade Commission.
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Table E-3.-—Carbon steel wire rod: Indexes of weighted-average
prices of high-carbon steel 1/ wire rod realized by U.S. pro-

ducers and by importers of wire rod from France, 2/ by

quarters, January 1980-June 1982

(January-March 1980=100.0)

U.S. producers

Period X - Nomne f France
: Integrated : in;gg;ated :

1980: : : :
January-March . : 100.0 : 100.0 : 100.0
April-June : 99.0 : 101.1 : 86.9
July-September : 98.8 : 96.5 : 3/
October-December—-————————- : 96.9 : 94.4 73.7

1981: : : :
January~March : 105.3 : 99.2 : 97.7
April-June : 103.6 : 100.2 : 99.8
July-September : 111.8 : 100.2 : 92.0
October-December—————===——=: 114.7 : 99.4 : 68.6

1982: : : :
January-March : 112.4 98.3 : 76.1
April-June : 110.1 : 95.3 : 79.3

1/ High-carbon steel wire rod meeting AISI specifications C-1046 to

c-1085.

2/ No sales were reported of this product imported from Belgium,

Bf;iil, and Venezuela.
3/ No prices reported.

Source: Compiled from data submitted in response to official

questionnaires of the U.S. International Trade Commission
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