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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigations Nos. 701-TA-187 and 731-TA-100 (Final)

CERTAIN TOOL SfEELS FROM BRAZIL AND
THE FEDERAL REPUBLIC OF GERMANY

Determinations

i

On the basis of the record_i/ developed in the subject investigations,
the Commission determines, pursuant to sections 705(b)(1l) and 735(b)(1l) of the
Tariff Act of 1930 (19 U.S.C. §§ 1671d(b)(1l) and 1673d(b)(1)), that--

an industry in the United States is materially injured by
reason of imports of certain tool steels 2/ from Brazil
(investigation No. 701-TA-187 (Final)) which have been found
by the Department of Commerce to be subsidized by that
Government, and

an industry in the United States is materially injured by
reason of imports of certain tool steels from the Federal
Republic of Germany (investigation No. 731-TA-100 (Final))
which have been found by the Department of Commerce to be
sold in the United States at less than fair value (LTFV).

Background

The Commission instituted investigation No. 701-TA-187 (Final) effgctiVe
January 3, 1983, following a preliminary determination by the Departmenﬁ of
Commerce that imports of certain tool steels from Brazil were being subsidized
by the Government of that country. InvestigationlNo. 731-TA~100 (Final) was
instituted effective January 12, 1983, following a preliminary détermination
by Commerce that imports of certain tool steels from The Federal Republic of

Germany were being, or were likely to be, sold in the United States at LTEV.

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

2/ For purposes of these investigations, certain tool steels are bars and
wire rods provided for in items 606.93, 606.94, 606.95, 607.28, 607.34,
607.46, and 607.54 of the Tariff Schedules of the United States. 1



On Mafch 21, 1983, Commerce Suséende& its countervailing duty
investigation involving certaih gool steel bar amnd rod from Brazil. The basis
for the suspension was an agreement by the Government of Brazil to offset all
export subsidies for the subject prod‘g;‘ with an equivalent export tax (48
F.R. 11731). Consequently, the Commission announced the suspension of its
ccountervailing duty investigation on thesé ﬁroducts from Brazil on March 30,
1983 (48 F.R. 13278).

/

On March 22, 1983, counsel for the petitioners notified the Department of
Commerce and the Commission that pursuant to section 704(g) of the Tariff Act
of 1930, as amended, they were requesting a continuatioﬁ of the countervailing
duty investigation concerning these products from Brazil. The Commission
coutinued its final countervailing duty investigation as of March 22, 1983.
Notice of the Commissidn's continuation of the final investigation and of the
resche luling of the public hearing fo-be held in connection with this
investigation along with the LTFV investigation involving the Federal Republic
of Germany was given by posting copies of the notice‘iﬁ the Office of the
Secretary, U.S. Integnational Trade Commission, w§shington, D.C., and by

publishing the notice in the Federal Register on April 13, 1983 (48 F.R. 15966),

On June 6, 1983, Commerce made an affirmative final subsidy determination
concerning Brazil (48 F.R. 25250) and an affirmative final LTFV determination
concerning the Federal Republic ¢f Germany (43 F.R. 252475 on the products
subject to these investigations. The Commission's hearing in these
investigations wa§ held in Washington; D.C., on June ?, 1983, and all persons
who requested the opporturity Qefe permitted to appear in person or by

counsel. The Commission voted on the investigations on July 1, 1983.



If the final determination by the Commission in this continued
investigation had been negative, then the agreement between Commerce and the
Government of Brazil would have had no force or effect and the investigation
would have been terminated. Howgver, because the final determination is
affirmative, the agreement will remain in effect and no countervailing duty
order will be issued unless the agreement is terminated or violated or
otherwise fails to meet the requirements of section 704 (19 U.S.C. §

1671c(£)(3)).






5
VIEWS OF THE COMMISSION

Our final determinations in these two investigations are part of a series
of antidumping and countervailing duty investigations involving stainless
steel and tool steel products. 1/ One of the present investigations involves
less-than-fair-value (LTFV) sales of tool steel bar and rod from the Federal
Republic of Germany (FRG) and the other investigation concerns subsidized tool
steel bar and rod from Brazil.

In these views, we first discuss the question of like product and the
domestic industry, concluding that there is one domestic industry. We then
examine the condition of the industry, finding it to be materially injured.
Finally, we consider whether the necessary causal connection exists between
the condition of the domestic industry and the subject imports in each
investigation. 1In making these determinations, the focus of our analysis is
on causation because material injury to the domestic industry is clearly

present.

Based on this analysis, we conclude that the domestic tool steel bar and
rod industry is materially injured by reason LTFV imports from the FRG and by

subsidized imports from Brazil. 2/ 3/

1/ See Hot-Rolled Stainless Steel Bar, Cold-Formed Stainless Steel Bar, and
Stainless Steel Wire Rod from Brazil, invs. Nos. 701-TA-179 through 181
(Final), USITC Pub. No. 1398 (1983); Stainless Steel Sheet and Strip from the
Federal Republic of Germany and France and Stainless Steel Sheet and Strip and
Plate from the United Kingdom, invs. Nos. 701-TA-195 (Final), 701-TA-196
(Final), 731-TA-92 (Final), and 731-TA-95 (Final), USITC Pub. No. 1391 (1983);
Hot-Rolled Stainless Steel Bar, Cold-Formed Stainless Steel Bar, and Stainless
Steel Wire Rod from Spain, inv. Nos. 701-TA-176 through 178 (Final), USITC
Pub. No. 1333 (1983).

2/ Material retardation of the establishment of an industry in the United
States is not an issue in either of these investigations and will not be
discussed further.

3/ Chairman Eckes and Commissioner Haggart note that sufficient information
was developed in the course of these investigations to make the respective
determinations on a case-by-case basis. They did not cumulate the impact of

(Footnote Continued)
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Domestic industries

Section 771(4)(A) of the Tariff Act of 1930 (the Act) defines the term
"industry" as "the domestic producers as a whole of the like product or those
producers whose collective output of the like product constitutes a major
proportion of the total domestic production of that product." 4/ "Like
product,” in turn, is defined as "a product which is like, or in the absence
of like, most similar in characteristics and uses with, the article subject to
an investigation." 5/ The imported product which forms the subject matter of
these investigations is tool steel bar and rod from Brazil and the Federal
Republic of Germany. 6/

The scope of these tool steel investigations includes all tool steel bar
and rod as defined in the TSUS. 7/ Tool steel is a class of alloy steel
characterized by metallurgical compositions designed to produce certain
combinations of hot-hardness (the #bility to resist softening at elevated
temperatures); wear resistance (the ability to resist wearing of the tool ares
when in contact with the workpiece); and toughness (a combination of strength
and ductility). 8/

The production of tool steel is generally similar to the production of
carbon steel, but differs significantly in the very exact metallurgy and

performance characteristics that are demanded of tool steels. Tool steel

(Footnote Continued)

imports from West Germany with that of imports'from Brazil. They did
consider, in each investigation, imports from other sources and their impact
on the condition of the domestic industry as factors and conditions of trade.

4/ 19 U.S.C. § 1667(4)(A).

5/ 19 U.S.C. § 1677(10).

6/ These investigations do not include tool steel plate, tool steel strip,
or tool steel sheet, which are outside the scope of the determinations made by
the Department of Commerce.

1/ The TSUS divides tool steels into high-speed tool steel, chipper knife
steel, band saw steel, and other tool steel.

8/ Report, p. A-8.
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production requires specialized equipment, expensive alloying ingredients, and
continuous, careful quality control throughout the entire process. 9/ The
production equipment used in the manufacture of tool steels is not limited to
any one metallurgical composition of tool steel. Therefore, it is relatively
easy for one domestic producer to shift production from one tool steel to
another, assuming that the producer can make a product which meets all the
compositional and purity specifications. 10/

It may be argued that tool steel should be separated into a series of
like products based on metallurgical composition. 11/ This argument would
rest on the many different metallurgical compositions 6f tool steel, which
lead to different combinations of hot-hardness, wear resistance, and
toughness. The various types of tool steels thus have a large number of
diverse end uses. However, when compared with the overall similarity between
all tool steels in relation to broader categories such as other specialty
steel products, such differences in chafacéeristics and uses among various

tool steels are not sufficient to warrant their division into a group of

several distinct like products. 12/

9/ Report, pp. A-7-8; Transcript, pp. 42-43.

10/ Report, p. A-13.

11/ There are at least two different ways of classifying tool steels: the
TSUS classification (described in note 7) and the American Iron and Steel
Institute (AISI) classification. The AISI classification divides tool steels
into seven groupings, of which the first four listed are the most common:
high-speed tool steel; hot-work tool steel; cold-work tool steel; mold steel;
shock resisting steel; special purpose steel; and water hardening steel. For
descriptions of these products, see Report, p. A-6.

12/ In the investigation regarding imports from the FRG, the parties in
opposition to the petition have argued that we should exclude from any
affirmative determination three specific types of tool steel: chipper knife
steel, large diameter tool steel bars, and band saw steel. Having found that
tool steel is a single like product, we include all the imports which have
been included within an affirmative determination by the Department of
Commerce. For our analysis of the role of these imports in the causation of
injury, see note 32, infra.
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In the preliminary phase of these investigations, the Commission found
two like products: tool steel bar and tool steel rod. 13/ The Commission
stated that it would review the question of definition of the like product and
the domestic industry in a final investigation, if one occurred. 14/ These
final investigations have demonstrated that the distinction between bar and
rod is not significant. The coiled configuration of rod is the primary
characteristic by which rod can be distinguished from bar. However, the bulk
of wire rod consumed in the United States, whether produced domestically or
imported, has uses for which tool steel bar of the same metallurgical
composition is equally usable. 15/ Thus, there is no basis for finding that
tool steel bar and tool steel wire rod are separate like products. 16/
Therefore, we conclude that there is one like product -- tool steel bar and
rod -- which is the subject of these investigations and that there is one

domestic industry consisting of the domestic producers of the like product. 17/

Condition of the domestic industry

Our examination of the condition of the domestic industry reveals that

the domestic producers of tool steel bar and rod are clearly experiencing

13/ Certain Tool Steels from Brazil and the Federal Republic of Germany,
invs. Nos. 701-TA-187 (Preliminary) and 731-TA-100 (Preliminary), USITC Pub.
1288, pp. 6-7 (1982).

14/ 1d., p. 7, footnote 3.

15/ Report, p. A-6.

16/ This contrasts to the situation in Hot-Rolled Stainless Steel Bar,
Cold-Formed Stainless Steel Bar, and Stainless Steel Wire Rod from Spain,
invs. Nos. 701-TA-176 through 178 (Final), USITC Pub. 1333 (1982), where
stainless steel wire rod was found to have uses for which stainless steel bar
is not suited. :

17/ For a list of the domestic firms producing tool steel bar and rod, see
Report, Table 3.
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material injury. All of the important economic indicators show the
significantly weakened condition of the industry. During the course of these
investigations, as well as the recent section 201 investigation, 18/ the
Commission has collected extensive information regarding this industry. We
have based our analysis of these indicators on industry data for 1979 through
1982, ‘ |

Domestic production of tool steel bar and rod has fallen throughout the
period of investigation. 1In 1981, domestic production was 80,000 tons,
approximately 79 percent of the 1979 level of 101,000 tons. In 1982, domestic
production had fallen to 46,000 tons, approximately 46 percent of the 1979
level. 19/ At the same time, domestic capacity decreased by apprdximately 14
percent. 20/ Capacity utilization, therefore, declined from 56.7 percent in
1979 to 30.1 percent in 1982. 21/ U.S. producers' shipments also declined
from 1979 through 1982, dropping mo?e sharply in 1982 when compared with
1981. 22/ Absolute inventory levels increased from 1979 to 1981, before
declining sharply from 1981 to 1982. Year-end inventories as a share of
domestic producers' shipments rose steadily from 45.5 percent in 1979 to 71.0
percent in 1982, 23/

The average number of production and related workers producing tool

steels declined from 3,243 in 1979 to 1,952 in 1982, a decrease of

18/ Stainless Steel and Alloy Tool Steel, inv. No. TA-201-48, USITC Pub. No.
1377 (1983). '

19/ Report, Table 5.

20/ 1d.

21/ 1d., p. A-15.

22/ Id., p. A-16.

23/ 1d., p. A-17.
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40 percent. Hours paid for production and related workers during the same
period declined by more than 50 percent. 24/ Labor productivity, as measured
in tons of output per labor hour, declined from 1981 to 1982. 25/

Net sales declined from 1980 through 1982, with a precipitous decline in
1982 as compared to 1981. Operating income decreased from 1979 to 1981, and
declined precipitously from 1981 to 1982, resulting in significant opefating
losses in 1982. 26/ The number of firms reporting operating losses increased

from one in 1979 to three in 1981 and ten in 1982. 27/

Effect of imports on the domestic industry

We have found a sufficient causal nexus between the subject LTFV and
subsidized imports and the difficulties experienced by the domestic
producers. 28/ 1In reaching these conclusions, we have considered, among other

factors, the volume of imports, underselling by the imports, and lost sales

information. 29/ 30/

24/ Report, Table 6.

25/ 1d.

26/ Id., Table 8.

27/ 1d.

28/ There are many causes of injury to the domestic industry in these
investigations other than LTFV or subsidized imports. However, the
legislative history regarding final antidumping and countervailing duty
investigations directs the Commission not to weigh causes of injury. S.Rep.
96-249, 96th Cong., 1st Sess., 54, 74 (1979).

29/ Commissioner Stern also specifically considered the LTFV and subsidy
margins found by the Department of Commerce in evaluating the link between
material injury and the potentially unfsir practices of dumping and
subsidization. See '"Views of Paula Stern," Carbon Steel Wire Rod from
Trinidad and Tobago, inv. No. 731-TA-113 and -114 (Preliminary), USITC Pub.
No. 1316, pp. 5-24 (1982).

30/ Commissioner Stern does not believe it appropriate to aggregate the
impact of subsidized imports with that of LTFV imports. The two potentially

(Footnote continued)

10
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Imports of tool steel bar and rod from the Federal Republic of Germany --

Imports of tool steel bar and rod from the Federal Republic of Germany
increased steadily throughout the period of these investigations, from 2,002
short tons in 1979 to 9,658 short tons in 1982. As a percentage of apparent
domestic consumption, these imports increased from 1.6 percent in 1979 to 11.1
percent in 1982. 31/ 32/ 1In 19822 the FRG was the largest single source of
tool steel bar and rod imports. 33/

Weighted-average net selling prices for tool steel bar and rod from the
FRG generally show significant margins of underselling. For example, for
cold-work tool steel bar, the data show very large margins of underselling for
the first three quarters of 1981 and all four quarters of 1982, the only
periods for which data are available. 34/ For one hot-work tool steel bar
product, there were significant margins of underselling for the first two
quarters of 1981 and all four‘quarters of 1982, although there was some
overselling in the last two quarters of 1981. 35/ For another hot-work tool
steel bar product, there were significant margins of underselling in three of

the four quarters for which there are available data. For high-speed tool

(Footnote continued)

unfair practices are covered by different statutes, one focusing on a
governmental action (the provision of a subsidy), and the other on an
essentially private commercial decision (selling at less than fair value).
These actions differ in nature and may differ in their effects on the domestic
industry. Furthermore, their effects may be analyzed independently with the
aid of the respective margins provided by the Department of Commerce.

31/ Report, Table 13.

32/ Parties in opposition to the petitioners in this investigation argue
that certain products are imported from the FRG that are not produced
domestically in sufficient quantity to meet demand. See note 12, supra.
Imports of thes products, it is argued, do not injure the domestic industry.
We note that imports of these specific products represent a small percentage
of tool steel imports from the FRG.

33/ 1d., Table 14.

34/ Id., Table 17.

35/ Id., Table 19.

11
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steel bar, there were margins of underselling in each quarter of 1981, and
slight margins of overselling during each quarter of 1982, as domestic
producers' prices for high-speed tool steel bar fell steadily from the first
quarter of 1981 to the last quarter of 1982. 36/ 37/

The Commission received 32 allegations of lost sales to tool steels from
the FRG. The Commission was able to investigate 27 of those allegations and
in 15 cases found that tool steel from the FRG had been purchased. 38/ 1Imn 11
of the 15 instances, the lower price of such tool steel was cited as a factor
influencing the purchasing decision. 39/

Therefore, we conclude that the domestic industry is materially injured

by reason of LTFV imports from the FRG.

Imports of tool steel bar and rod from Brazil -- Imports of tool steel

bar and rod froﬁ Brazil have increased dramatically from 14 tons in 1979 to
2,803 tons iq 1982. Imports from Brazil increased by more than 60 percent
from 1981 to 1982, although domestic production and shipments, as detailed
above, fell drastically during that same period. 40/ As a share of apparent
domestic consumption, imports from Brazil were insignificant in 1979 and rose

to more than 3 percent in 1982. 41/

36/ Report, Table 16.

37/ Commissioner Stern notes that the Department of Commerce determined that
tool steel imports from the FRG were being sold in the United States at a
weighted-average LTFV margin of 7.1 percent. Report, p. A-4. This margin is
a very significant- factor in the underselling which is present. Such
underselling accounts for a large part of the success of FRG imports in the
U.S. market. See Report, pp. A-33-42 and A-45-50.

38/ Five firms were uncertain of the origin of the purchased tool steel and
seven reported that they had never purchased tool steel from the FRG. Report,
p. A-45.

39/ In 3 instances, large-diameter bar was purchased from FRG sources in the
absence of these sizes from domestic producers. Report, pp. A-45-50.

40/ Report, Table 12.

41/ Id., Table 13.
12
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Imports of tool steel bar and rod from Brazil significantly undersold the
comparable domestic product in each of the products for which information is
available. For cold-work tool steel bar and hot-work tool steel bar,
underselling is present in each of the periods for which price data are
available. 42/ Only in the case of high-speed tool steel bar was there any
overselling. However, that overselling was relatively small and occurred
early in the period under investigation. 43/ 44/ |

The Commission received nine allegations of lost sales resulting from
Brazilian imports, and the staff was able to investigate eight of these
allegations. Of the three allegations in which Brazilian tool steel was
purchased, price was a factor in two of them. 45/

Therefore, we conclude that subsidized imports of tool steel bar and rod

from Brazil are causing material injury to the domestic industry.

42/ Id., Tables 17 and 19.

43/ 1Id., Table 16.

44/ Commissioner Stern notes that the subsidized sales of Brazilian bar and
rod are causing material injury. The net subsidy was found by the Department
of Commerce to be 18.77 percent, a substantial figure when compared to the
margins of underselling which are themselves largely responsible for the
increased market penetration by the Brazilian imports. Report, pp. A-3,
A-44-58, and A-50-52.

45/ Report, pp. A-50-51,

13
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A-1

INFORMATION GBTAINED IN THE INVESTIGATIONS
Introduction

On July 30, 1982, petitions were filed with the U.S. International Trade
Commission and the U.S. Department of Commerce by counsel for Al Tech
Specialty Steel Corp., CCX, Inc. (formerly Continental Copper & Steel
Industries, Inc.) (Braeburn Alloy Steel Division), Carpenter Technology Corp.,
Columbia Tool Steel Co., Colt Industries, Inc. (Crucible Specialty Metals
Division), Cyclops Corp., Guterl Special Steel Corp., Jessop Steel Co.,
Latrobe Steel Co., and the United Steelworkers of America (AFL-CIO/CLC),
alleging that an industry in the United States is materially injured, or is
threatened with material injury, by reason of imports from Brazil of certain
tool steel bar and wire rod (rod) upon which bounties or grants are being paid
and by reason of such imports from the Federal Republic of Germany (West
Germany) which are being sold in the United States at less than fair value
(LTFV).

Accordingly, on July 30, 1982, the Commission instituted preliminary
material injury investigations under sections 701 and 731 of the Tariff Act of
1930. On September 15, 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 (CVD) and antidumping determinations in these cases in the
Federal Register on January 3, 1983, and January 12, 1983, respectively. 1In
response to Commerce's preliminary affirmative determinations, the Commission
instituted investigations Nos. 701-TA-187 (Final) and 731-TA~100 (Final) under
sections 705(b) and 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 certain tool steel bar and rod from Brazil
and LTFV imports of certain tool steel bar and rod from West Germany. l/

On March 21, 1983, the Department of Commerce announced the suspension of
its CVD investigation with respect to Brazil, pursuant to a suspension )
agreement between Commerce and the Government of Brazil (48 F.R. 11731). The
Commission suspended its investigation upon publication of the Federal
Register notice. On March 22, counsel for the petitioners requested a
continuation of the investigations pursuant to section 704(g), whereby
Commerce and the Commission recommenced their respective investigations. 2/

Commerce published its final affirmative determinations on June 6,
1983. 3/ The Commission voted on these cases on July 1 and notified Commerce
of its findings on July 11, 1983.

}/ Copies of the Commission's notices of final investigations and a calendar
of the public hearing are presented in app. A.

2/ Copies of Commerce's and the Commission's notices of suspensions and
continuation are presented in app. B.

3/ The Department of Commerce's final affirmative determinations are A-1
presented in app. C.
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Prior Commission Investigations of Tool Steels

The Commission has conducted four prior investigations under sections 201
and 203 of the Trade Act of 1974 1/ which included the products that are the
subject of the instant investigations.

In the first of these investigations, No. TA-201-5, the Commission
determined in January 1976 that tool steels were being imported into the
United States in such increased quantities as to be a substantial cause of
serious injury, or the threat thereof, to the domestic industry producing
articles like or directly competitive with imported tool steels. The
President determined that import relief should be provided, and on June 11,
1976, issued Proclamation No. 4445, which set import quotas on tool steels for
a 3-year period.

The second investigation, No. TA-203-3, was instituted by the Commission
on June 19, 1977, pursuant to a request from the Special Representative for
Trade Negotiations to determine the probable economic effect on the specialty-
steel industry if the quotas were to be terminated or increased. On October
14, 1978, the Commission advised the President that the termination or
reduction of the relief could have a serious adverse economic effect.
Following receipt of this advice, the President issued Proclamation No. 4559
on April 5, 1978, modifying the quotas by excluding chipper knife steel and
band saw steel from the quotas. The quotas applicable to the remaining tool
steels for the European Community and Sweden, the primary sources of alloy
tool steels, were reduced to take into account this change in quota coverage.
This modification became effective April 8, 1978.

The third investigation, No. TA-203-5, was instituted by the Commission
on December 11, 1978, following receipt of a petition filed by the Tool &
Stainless Steel Industry Committee and the United Steelworkers of America,
AFL-CIO. The investigation was instituted to determine the probable economic
effect on the domestic industry of the termination of quotas on tool steels
that were scheduled to terminate on June 13, 1979. On June 12, 1979, the
President issued Proclamation No. 4665, which extended the temporary
quantitative limitations imposed by Proclamation No. 4445, as amended, for the
period of June 14, 1979, through February 13, 1980. Import relief was
terminated on February 14, 1980. )

In its fourth investigation, No. TA-201-48, the Commission determined
that the subject merchandise is being imported into the United States in such
increased quantities as to be a substantial cause of serious injury to the
domestic industries producing articles like or directly competitive with the
imported articles. The Commission sent its findings and proposed remedies to

1/ Stainless Steel and Alloy Tool Steel: Report to the President on
Investigation No. TA-201-5. . ., USITC Publication 756, January 1976;
Stainless Steel and Alloy Tool Steel: Report to the President on
Investigation No. TA-203-3. . ., USITC Publication 838, October 1977;
Stainless Steel and Alloy Tool Steel: Report to the President on
Investigation No. TA-203-5. . ., USITC Publication 968, April 1979; and
Stainless Steel and alloy Tool Steel: Report to the President on
Investigation No. TA-201-48. . ., USITC Publication 1377, May 1983.

A-2
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the President on May 6, 1983. Commissioners Stern and Haggart recommended
that imports of alloy tool steel be restricted to 20 percent of forecasted
U.S. consumption, but not less than 22,400 short tons; Chairman Eckes
recommended that tool steel imports be limited to 26.9 percent of U.S.
consumption, but not less than 29,592 short tons. All Commissioners
recommended exclusion of chipper knife steel and band saw steel from the
aforementioned quotas, which would be in effect for a period of 3 years,
retroactive to January 1, 1983. The President has not yet acted on the
Commission's findings and recommendations, but is required, by statute, to act
by July 6, 1983. ‘

Nature and Extent of Brazilian Bounties and Grants 1/

The Department of Commerce determined that certain benefits which
constitute subsidies within the meaning of the countervailing duty law are
being provided to producers, manufacturers, and exporters of tool steels in
Brazil. The following programs were determined to confer such benefits:

- Industrialized Products Tax (IPI) export
credit premium;

- preferential working capital financing for
exports provided for under Resolution 674;

- 1income tax exemption for export earnings;

— long-term loans which were made at less than a
fully indexed rate;

= IPI rebates for capital investment;

- Industrial Development Council (CDI) program
for partial exemption of duties and tariffs on

certain machinery for CDI approval projects;
and

- accelerated depreciation for capital goods
manufactured in Brazil.

These programs were determined to confer a net subsidy of 18.77 percent on
tool steel exported from Brazil to the United States. A suspension agreement
was signed on March 14, 1983 (see p. A-2); hence, as long as the terms of the
suspension agreement are met, Commerce will not issue a countervailing duty
order on the subject merchandise. 2/

1/ A complete discussion of Commerce's final CVD determination is presented
in app. C. A-3
g/ See app. B for the terms of the suspension agreement.
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Nature and Extent of Sales at LTFV from West Germany

The Department of Commerce examined the sales of tool steels of three
companies in West Germany and determined that such sales were being made in
the United States at less than fair value by a weighted-average margin of 10.2
percent. The Commerce investigation included sales made by Edelstahlwerke
Buderus AG (Buderus), ARBED Saarstahl GmbH (Saarstahl), and Thyssen
Edelstahlwerke AG (Thyssen). These three firms manufacture and export
virtually all of the tool steels exported from West Germany to the United
States.

The determination of LTFV sales was made by comparing the U.S. price with
the foreign-market value. Purchase price and exporters' sales price were used
to represent the U.S. price; home-market sales price and constructed value
were used to represent foreign-market value. Commerce's investigation covered
the period from February 1 to August 1, 1982, for U.S. sales and from November
1, 1981, to August 1, 1982, for home-market transactions.

Margins were found on 41 percent of sales (on a tonnage basis). The
margins ranged from 1.55 to 219.34 percent of the U.S. sales price. The

weighted-average margins on a company-by-company basis are as shown in the
following tabulation:

Weighted—-average margin

(percent)
Buderus - 6.7
Saarstahl- 18.4
Thyssen 7.0
All other firms—- 10.2

Subsequent to the publication of its final LTFV determinations, the
Department of Commerce discovered that it had made errors in the computation
of the LTFV margins with respect to Buderus and Thyssen. The causes of the

miscalculations may be found in app. C. The revised weighted-average margins
are as follows:

Weighted-average margins

(percent)
Buderus-- ’ 5.7
Thyssen- 0.9
All other firms 7.1
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The Product

Description and uses

For the purpose of these investigations, tool steel 1/ includes chipper
knife steel, 2/ band saw steel, 3/ high-speed steel, 4/ and other tool steels
(except bearing steels) in bar and wire rod form.

Bars are defined in the Tariff Schedules of the United States (TSUS) as
products. of solid section not conforming completely to the respective
specifications set forth in the TSUS for blooms, billets, slabs, sheet bars,
wire rods, plates, sheets, strip, wire, rails, joint bars, or tie plates, and
which have cross sections in the shape of circles, segments of circles, ovals,
triangles, rectangles, hexagons, or octagons The bulk of tool steel products
are sold in bar form.

1/ Tool steel refers to alloy steel which contains the following
combinations of elements in the quantity, by weight, respectively indicated:
not less than 1.0 percent carbon and over 11.0 percent chromium; or
not less than 0.3 percent carbon and 1.25 to 11.0 percent, inclusive,
chromium; or
not less than 0.85 percent carbon and 1.0 to 1.8 percent, inclusive,
manganese; oOr
0.9 to 1.2 percent, 1nc1us1ve, chromium and 0.9 to 1.4 percent,
inclusive, molybdenum; or
not less than 0.5 percent carbon and not less than 3.5 percent
molybdenum; or
not less than 0.5 percent carbon and not less than 5.5 percent tungsten.
g/ Chipper knife steel refers to alloy tool steel which contains, in
addition to iron, each of the following elements, by weight, in the amount
specified:

carbon: not less than 0.48 nor more than 0.55 percent;
manganese: not less than 0.20 nor more than 0.50 percent;
silicon: not less than 0.75 nor more than 1.05 percent;
chromium: not less than 7.25 nor more than 8.75 percent;

molybdenum: not less than 1.25 nor more than 1.75 percent;
tungsten: none, or not more than 1.75 percent; and
vanadium: not less than 0.20 nor more than 0.55 percent.
3/ Band saw steel refers to alloy tool steel which contains, in addition to
iron, each of the following elements, by weight, in the amounts specified:

carbon: not less than 0.47 nor more than 0.53 percent;
manganese: not less than 0.60 nor more than 0.90 percent;

sulfur: none, or not more than 0.015 percent;

phosphorus: none, or not more than 0.025 percent;

silicon: not less than 0.10 nor more than 0.25 percent;
chromium: not less than 0.90 nor more than 1.10 percent;

nickel: not less than 0.50 nor more than 0.70 percent;
molybdenum: not less than 0.90 nor more than 1.10 percent; and
vanadium: not less than 0.08 percent nor more than 0.15 percent.

4/ High-speed tool steel refers to all tool steel which contains, by weight,
not less than 0.5 percent carbon and not less than 3.5 percent molybdenum; or
not less than 0.5 percent carbon and not less than 5.5 percent tungsten.
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Rod is defined in the TSUS as a hot-rolled product which is coiled,
semifinished, of solid cross section, approximately round in cross section,
and not under 0.20 inch nor over 0.74 inch in diameter.

Information developed during the course of the investigation indicates
that the principal difference between tool steel in bar and rod form (in
diameters of 0.20 inch to 0.74 inch, the size range for wire rod) is that bars

are cut to length, whereas rod is manufactured in coil form. The bulk of both
U.S. and foreign-made tool steel rod is high-speed tool steel, the end use of
which is the manufacture of drill bits. Consumers of high-speed tool steel
prefer the product in rod form if they possess the necessary uncoiling
equipment and are capable of high-volume drill bit production. TImporters as
well as U.S. producers can supply high-speed tool steel in rod or bar form, or
can cut bar lengths from rod and grind or draw the steel to customers'
specifications.

The American Iron & Steel Institute (AISI) divides tool steels into seven
groupings, determined by the properties of the steels. Of these, the types
listed in the first column are the most common.

High-speed tool steels Shock resisting
Hot-work tool steels Special purpose
Cold-work tool steels Water hardening

Mold steels

High-speed tool steels retain their hardness at elevated temperatures.
For this reason, their principal use is in metal-cutting applications, such as

broaches, drills, end mills, lathes, milling machines, reamers, routers, and
saws.

Hot-work tool steels have superior ductility and toughness. They are
designed for use on hot metal; as a result, they are rarely used in metal-
cutting applications, but frequently used in metal-forming tools, and
hot-forging dies.

Cold-work steels are designed for the formi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>