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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.
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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



A-6

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



A-10

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.



Table 3.-~Carbon steel wire rod:

A-15

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 relativ