STAINLESS STEEL SHEET
AND STRIP FROM SPAIN

Determination of the Commission i
Investigation No. 731-TA-164
(Final) Under the Tariff Act of
1930, Together With the

Information Obtained in the
Investigation

USITC PUBLICATION 1593
OCTOBER 1984

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



UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Paula Stem, Chairwoman
Susan W. Liebeler, Vice Chairman

Alfred E. Eckes
Seeley G. Lodwick
David B. Rohr

Kenneth R. Mason, Secretary to the Commission

Staff Assigned:

Bruce Cates, Office of Investigations
Gerry Benedick, Office of Economics
Jim Brandon, Office of Industries
Marvin Claywell, Office of Investigations
Frank Schuchat, Office of the General Counsel

Robert Eninger, Supervisory Inﬁéstigator

Address all communications to
Office of the Secretary
United States international Trade Commission
Washington, D.C. 20436



CONTENTS

Page
Determination 1
Views of Chairwoman Stern, Vice Chairman Liebeler, Commissioner Lodwick
and Commissioner Rohr 3
Views of Commissioner Eckes 17
Information obtained in the investigation:
Introduction A-1
Other recent investigations involving stainless steel sheet and
strip: _
Investigation No. TA-201-48 A-2
Recent countervailing duty and antidumping investigations———=—=—=——== A-3
Nature and extent of sales at LTFV A-3
The product:
Description and uses A-4
U.S. tariff treatment A-8
U.S. producers A-8
U.S. importers A-11
U.S. market: .
Apparent U.S. consumption A-11
~ Channels of distribution--- - A-12
Consideration of alleged material injury to an industry in the
United States:
U.S.,production, capacity, and capacity utilization— A-13
U.S. producers' shipments- A-13
U.S. exports ' . A-14
U.S. producers' inventories - A-16
U.S.Aemployment, wages, and productivity- A-16
Financial experience of U.S. producers A-18
~ Overall establishment operations A-18
‘Operations on stainless steel sheet and strip A-18
Capital expenditures- A-22
Investment in productive facilities A-22
Research and development expenses—- A-22
Consideration of the alleged threat of material injury to
an industry in the United States- A-22
U.S. importers' inventories A-24

The Spanish steel industry and its capacity to generate exports——-— A-24

Consideration of the causal relationship between alleged material
injury or the threat thereof and LTFV imports:
U.S. imports:

Imports from all sources
Imports from Spain

U.S. market penetration by LTFV imports
Prices
Price trends-
Price comparisons

Exchange rates
Lost sales:

Preliminary investigation
Final investigation

Lost revenue-

A=-27
A=27
A-27
A-30
A-31
A=-37
A-37

A-38
A-44
A-45



ii
CONTENTS

Appendix A. Commerce's Federal Register notices of its preliminary and
final determinations-

Appendix B, Commission's Federal Register notice of investigation and
notice amending the scope of the investigation-

Appendix C. List of witnesses appearing at the Commission's hearing—-—-—--—-

Appendix D. Supplementary statistical tables-

Appendix E. Definitions of representative stainless steel sheet
products used in the price sections of the questionnaires; selected
weighted-average net f.o.b. selling prices, selected weighted-average
net delivered purchase prices, and the aggregate quantities based on
price data reported by U.S. producers and by end users———r-

Tables

1. Stainless steel sheet and strip: Major uses for various grades————--
2. Stainless steel sheet and strip: U.S. rates of duty, by TSUSA
items, as of Jan. 1, 1984
3. Stainless steel sheet and strip: Principal domestic producers and
each firm's practical capacity, 1983 :
4., Stainless steel sheet and strip: U.S. producers' domestic ship-
ments, imports for consumption, and apparent consumption,
1978-83, January-June 1983, and January-June 1984-
5. Stainless steel sheet and strip: Percentage distribution of
domestic producers' shipments to major U.S. markets, 1983=—==———e—-
6. Stainless steel sheet and strip: U.S. production, practical
capacity, and capacity utilization, 1981-83, January—June 1983,
and January-June 1984
7. Stainless steel sheet and strip: U.S. producers' shipments, by
types, 1981-83, January-June 1983, and January-June 1984———w—eewe—-
8. Stainless steel sheet and strip: U.S. exports of domestic
merchandise, by principal markets, 1981-83, January-June 1983,
and January-June 1984
9. Stainless steel sheet and strip: Employment and wage data for
production and related workers producing stainless steel sheet
and strip, 1981-83, January-June 1983, and January-June 1984~——w—--
10. Income-and-loss experience of 9 U.S. producers on the overall opera-
tions of their establishments within which stainless steel sheet
and strip are produced, 1981-83, interim 1983, and interim 1984-~—-
11. Stainless steel sheet and strip: Income-and-loss experience of
9 U.S. producers on their operations, accounting years 1981-83,
interim 1983, and interim 1984
12, Stainless steel sheet and strip: U.S. producers' capital
expenditures, valuation of fixed assets, and research and
development expenses, 1981-83, January-June 1983, and January-
June 1984
13. Stainless steel sheet and strip: U.S. end-of-year inventories of
imports from Spain, 1981-83

Page
A-47
A-55

A-59
A-63

A-69

A-7

A-10

A-12

A-13

A-14

A-15

A-15

A-17

A-19

A-20

A-23

- A-24

il



14.

15.

16.

17.

18.

19.

20.

21.

22,

iii
CONTENTS

Stainless steel sheet and strip: Industry and trade data for

Spain, 1981-83, and projected data for 1984 and 1985-
Stainless steel sheet and strip: Percentage distribution of U.S.

producers' domestic shipments and shipments of imports from Spain,
by grades, 1981-83, January-June 1983, and January-June 1984-—-——-

Stainless steel sheet and strip: U.S. imports for consumption,
by principal sources, 1981-83, January-June 1983, and January—

June 1984
Stainless steel sheet and strip: U.S. imports for consumption,"

by quarters, January 1983-June 1984
Stainless steel sheet: Domestic weighted-average net selling

prices and quantities of U.S.-produced stainless steel sheet

and imported Spanish stainless steel sheet, grade 304, sold to
steel service centers/distributors, and average margins of

underselling, by quarters, January 1981-June 1984 ‘
Stainless steel sheet: Domestic weighted-average net selling
prices and quantities of U.S.-produced stainless steel sheet
and imported Spanish stainless steel sheet, grade 316, sold to
steel service centers/distributors, and average margins of

underselling, by quarters, January 198l-June 1984
Stainless steel sheet: Domestic weighted-average net selling

prices and quantities of U.S.-produced stainless steel sheet

and imported Spanish stainless steel sheet, grade 430, sold to

steel service centers/distributors, and average margins of

underselling, by width categories and by quarters, January 1981-

June 1984
Stainless steel sheet: Domestic weighted-average net delivered
prices and quantities of U.S.-produced stainless steel sheet
and imported Spanish stainless steel sheet purchased by steel

service centers/distributors, by grade categories and by

quarters, January 1983-June 1984
Indexes of producer prices in the United States and Spain and

indexes of the nominal and real exchange rates between the

U.S. dollar and the Spanish peseta, by quarters, January 1981-

March 1984
Stainless steel sheet and strip: U.S. producers' domestic ship—-

ments and imports for consumption from Spain, by grades, 1983-——-

Stainless steel sheet and strip: U.S. production, by firms,

1981-83, January-June 1983, and January-June 1984
Stainless steel sheet and strip: U.S. shipments of domestically
produced merchandise, by firms, 1981-83, January-June 1983, and

January-June 1984
Stainless steel sheet and strip: U.S. producers' inventories,

by firms, 1981-83 _ . :
Stainless steel sheet and strip: Average number of production i’
and related workers, and hours worked by them, by firms,

1981-83, January-June 1983, and January~June 1984-
Stainless steel sheet and strip: Total compensation paid and

unit labor costs for workers producing stainless steel sheet

and strip, by firms, 1981-83, January-June 1983, and January-

June 1984

Page

A-25
A-26

A-28

A-29

A-32

A-33

A-34

A-35

A-38
A-64

A-65

A-65

A-65

-"A-65

il

A-65



E=-2,

iv

CONTENTS

Page

Stainless steel sheet and strip: U.S. producers' productivity,
by firms, 1981-83, January-June 1983, and January-June 1984—-———- A-65

- Stainless steel sheet and strip: Income-and-loss experience of

9 U.S. producers on their operations, by firms, accounting

years 1981-83, and interim periods ending June 30, 1983, and

A-65

June 30, 1984
Stainless steel sheet: U.S. imports for consumption, by principal

sources, 1981-83, January-June 1983, and January-June 1984——=———= A-66
Stainless steel strip: U.S. imports for consumption, by principal

sources, 1981-83, January-June 1983, and January-June 1984==————= A-67
Stainless steel sheet: Domestic weighted-average net selling

prices and quantities of U.S.-produced stainless steel sheet,

sold to end users, by grade categories and by quarters, January

1981-June 1984 A-71
Stainless steel sheet: Domestic weighted-average net delivered

prices and quantities of U.S.-produced stainless steel sheet

purchased by end users, by grade categories and by quarters,

January 1983-March 1984 : A-72

Note.--Information which would reveal the confidential operations of
individual concerns may not be published and therefore has been deleted from
this report. Such deletions are indicated by asterisks.

v



UNITED STATES INTERNATIONAL TRADE COMMISSION
Washing;on,(D.C.

Investigation No. 731-TA?164 (Final)
STAINLESS STEEL SHEET AND STRIP FROM SPAIN

Determination

On the basis of the record 1/ developed in investigation No. 731-TA-164
(Final), the Commission determines, pursuant to section 735(b) of the Tariff
Act Qf 1930 (19 U.S.Cc. § 1673d(b)), that an industry in the United States is
not matefially injured or threatened with material injury, 2/ nor is the
establishment of an industry in the United States materially retarded, by
reason of imports from Spain of stainless steel sheet and strip, provided for
in items 607.90, 608.43, and 608.57 of the Tariff Schedules of the United
States (TSUS), which the Department of Commerce has found are being, or are

likely to be sold in the United States at less than fair value (LTFV).

Background

The Commission institutgd this final investigation, effective June 26,
1984,-following a preliminary determination by the Department of Commerce tha;
imports of stainless steel sheet from Spain are being, or are likely to be,

- sold in the United States at LTFV. At the same time, Commerce preliminarily
determined that stainless steel strip from Spain‘was not being, and was not
likely to be, sold‘in the United States at LTFV. Commerce's preliminary>

determination was published in the Federal Register of June 26, 1984. Notice

of the institution of the Commission's investigation and of the 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 Régister of

1/ The "record” Is defined In section 207.2(1) of the Commissions Rules of
Practice and Procedure (19 C.F.R. § 207.2(i)).
2/ Commissioner Eckes dissenting. ' 1




July 25, 1984 (49 F.R. 30026). fhé hearing was held in Washington, D.C. on
September 13, 1984, and all persons who requested the opportunity were
permitted to appear in person or through counsel. The Commission's
determination in this investigation was made in an open "Government in the
Sunshine” meeting, held on October 16, 1984,

On January 13, 1984, petitions were filed with the Commission and the
U.S. Depértment of Commerce on behalf of thg Specialty Steel Industry of the
United States and the United Steelworkers of, America. The petitions alleged
that stainless steel sheet and strip imported from Spain are being sold in the
United States at LTFV and are causing ﬁaterial injury or the threat thereof to
the U.S. industry producing such articles. Accordingly, the Commission
instituted investigation No. 731-TA-164 (Preliminary) to determine whether
there was a reasonable indication that an industry in the United States was
materially injured or was threatened with material injdry, or whether the
establishment of an industry in the Unitéd States was material;y retarded, by
reason of imports from Spain of sfainless steel sheet and strip.

On February 27, 1984, the Commission notified the Commerce Department of
its affirmative determination with respect to the preliminary investigation of

imports from Spain. Notice of the Commission's preliminary determination was

published in the Federal Register of March 7, 1984 (49 F.R. 8505). As a
result, Commerce continued its investigation into alleged LTFV sales of
stainless steel sheet and strip from Spain. Commerce's final affirmative
determination with respect to LTFV’imports from Spain of stainless steel sheet

and strip was published in the Federal Register of September 10, 1984 (49 F.R.

35538). On September 12, 1984, the Commission published in the Federal
Register (49 F.R. 35872) a notice amending the scope of its final
investigation to conform with Commerce's final determination by including 2

stainless steel strip within the scope of the investigation.



VIEWS OF CHAIRWOMAN STERN, VICE CHAIRMAN LIEBELER,
COMMISSIONER LODWICK, AND COMMISSIONER ROHR

On the basis of the record in this investigation, 1/ we determine that an
industry in the United States is not materially injured orlthreatened with
material injury by reason of imports of stainless steel sheet and strip from
Spain which are sold at less than fair valﬁe ("LTFV"). 2/

Our exémination of the‘condition of the domestic industry reveals that it
has been doing well over the past twelvé months, Furthermore, petitioners
have failed to establish any causal link between the imports from Spain and

any alleged material injury due to a loss of profits.

The domestic industry

Section 771(4)(A) of the Tariff Act of 1930 defines the term “industry"
as "the domestic producers as a whole of a like product, or those producers
whose colle;tive output of the like product constitutes a major proportion of
the total domestic production of that product." 3/ Section 771(10) defines
"like prbduct" 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 . . . ." 4/

1/ In the preliminary determination we pointed out that the record in this
investigation includes the Report to the President in Investigation No.
TA-201-48, USITC Pub. 1377 (1983) and Report to the President on Investigation
No. 332-TA-167, USITC Pub. 1449 (1984). The record of this final
investigation also includes those reports.

2/ Material retardation is not an issue in this investigation and will not
be discussed.

03/ 19 U.S.C. § 1677(4)(A).

4/ 19 U.S.C. § 1677(10).
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In the preliminary determination of this casé, the Commission determined
that the like product is stainless steel sheet and strip. 5/ Both imported
and domestically manufactured stainless steel ;heet and strip are flat-rolled
products with a finished thickness of 0.1875 inches or less. 6/ Both sheet
and strip are metallurgically identical and contain less fhan 1.0 percent
carbon and 11.5 percent chroﬁium.

Sheet and strip are distinguished by the factlthey are of different
widths. Manufacturers or service cehter customeré will often produce strip by
slicing or slittihg sheet; and mahy domestic firms produce both sheet and
strip. 7/ |

In pkevious Title VII investigations, both sheet and strip have been
considered one like product. 8/ No reason has been given to change the
definition in this investigation. Thus the domestic industry in this case is

the producers of stainless steel sheet and strip.

Condition of the domestic industry

' In 1983, domestic production of stainless steel sheet and strip was

approximately 724,000 short tons. 9/ This is higher than in any year since

5/ Stainless Steel Sheet and Strip from Spain, Inv. No. 731-TA-164
(Preliminary), USITC Pub. 1495 (1984). Although Chairwoman Stern dissented,
she agreed with the majority as to the definition of like product.

6/ Report of the Commission ("Report") at A-5.

7/ 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. 731-TA-92 and 731-TA-95 (Final), USITC Pub. 1391 (1983).

8/ Stainless Steel Sheet and Strip from the Federal Republic of Germany,
Inv. No. 731-TA-92 (Preliminary), USITC Pub. 1252 at 6-7 (1982), (Final) USITC
Pub. 1391 at 4-5 (1983); Stainless Steel Sheet and Strip from France, Inv. No.
731-~TA-95 (Preliminary), USITC Pub. 1264 at 7 (1982), (Final) USITC Pub. 1391
at 4-5 (1983); Stainless Steel Sheet and Strip and Stainless Steel Plate from
the United Kingdom, Inv. No. 701-TA-195% (Preliminary), USITC Pub. 1319 at 4
(1982), (Final) USITC Pub. 1391 at 4-5 (1983).

9/ Report at A-14, Table 6. \
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1979, 10/ when production of sheet and ‘strip was 743,000 short tons. Figures
for January-June ‘1984 are substantially higher than in thé‘samé;p;ribd‘of:
11983, In the first six months of 1983, the domestic industry produced 329,000

- Capacity fluctuated during the ‘period, in part because of pléhtrblbsihgs,
takeovers, and redeploymerits of productive capacities to other bﬁoduétéiklg/
However; despite an increase in capacity between 1982 and 1983, the capacity
‘utilization rate went from 56.8 percent in 1982 to 82.1 percent in 1983,
During the first six months of 1984, the capacity utilization rate was 87.8
percent. 13/ ~ This is the ‘highest rate of operation for this industry since
r'1978—;‘3-14/-.&

Shipments by U.S. producers of stainless steel sheet and strip increased

In terms of shipments, 1983 was' the best year for this industry since
1978. 16/ The trend in shipments over the first six months of 1984 shows a
continued: increase, surpassing by’ 27 percenf shipments for the same péfiod in

Employment figures are also‘&p for the domestic\iﬁdustry at thé end of

the period ‘under investigation, both in’ the number 6Fwworkeés‘émp16yéd and the

DT

TA-201-48, USITC Pub. 1377 at A-23 (1983).
" 11/ Report at A-14, Table 6.

12/ Id. at A-13.

13/ Id.
14/ Report on Inv. TA-201-48 at A-24.

15/ Report at A-14, Table 7.

16/ Inv. No. TA-201-48 at A-25.
17/ Report at A-14, Table 7.

10/ Stainless Steel and Alloy Tool Steel, Report to the President on Inv. No.



number of hours worked. 18/ From 1981 to 1983, labor productivity increased
and unit labor costs decreased Froﬁ $409 per ton to $320 per ton. 19/

The end result of the positive developments noted above, which are linked
to the 1983 recovery and coincident with the imposition of a remedy under
section 201, was that the financial condition of the firms making up the
domestic industry showed a marked improvement. Domestic producers' net sales
of stainless steel sheet and strip for the first half of 1984 were up 42
dramatically between 1982 and 1983. 1In 19&2, the U.S. producers posted an
operating loss of $10.9 million. 1In 1983, operating income wag $75.3
million. 21/ The comparison between the first half of 1983 and the first half
of 1984 is even more dramatic. In interim 1983, operating income was $18
million. In interim 1984, the figure was $113 million. For interim 1984, the
ratio of operating income to net sales for the industry was 14.8 percent. 22/
This is the highest figure for the industry over at least the past six and
one-half years. 23/ 1In 1983, only one firm reported a net loss. 1In interim
1984, no firm reported a net loss. In contfast, four‘firms reported net
losses in 1982, and three did so in 1981. 24/

The Commission examined the condition of this industry in May 1983 in the

course of an investigation under section 201 of the Trade Act of 1974. At

18/ Id. at A-16, Table 9.

19/ 1d.

20/ Id. at A-18.

21/ Id. at A-20, Table 11.

22/ 1d.

23/ See 201 Report at A-118, Table 28.
24/ Report at A-20, Table 11.
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. that time, we found the industry experiencing Berious injury’from all imports,
whether fairly or unfairly traded. 25/ We must now consider whethér the same
domestic industry is experiencing material injury, under a différent causation
standard,. and by reason of a narrower group 'of imports--ofly thdse“from Spain.
. The Commission also found this industry ‘to 'bé "&xparienéing material’ -
Cinjury in June 1983, by reason of LTFV. imports from France and West "'
Germany. 26/ The condition of this industry at the présent time is wery ’
different from when we last examined it. “In the earlier antidumping °
investigations we found net sales at the lowest Tevel in four years, declining
operating profits and an industry-wide net operating loss. 27/° ° 7
However, simply because the industry: is now profitable; it i% not™
-precluded from demonstrating that it is nonetheless materially ‘injured: 28/
Petitioners do not dispute the obvious recovery the industry has éxperienced
in 1983. They argue the industry's performarice should have ‘been better. The
loss of profits, which could be plowed back intd operations to make the U.S.

‘firms more efficient and competitive, is certainly an injury cognizable under

-Comm1331on is to consider are-—
~the significant idling of productive facilities in the
~industry, the inability of ‘a significant number of firms to» o
operate at a reasonable level of profit, and significanht’”
unemployment or underemployment within the 1ndustry
19 U.S.C. § 2251(b)(2)(A). e
26/ Stainless Steel Sheet and Strip from the Federal Republlc ‘of Germany and
France . . . ., Invs. Nos. 731~Tﬁm92 and 95 (F1na1) USITC Pub 1391 (1983)
27/ USITC Pub. 1391 at 7.

28/ See Color Television Receivers from ‘the Republic of Korea and Talwan,
Invs. Nos. 731-TA-134 and 135 (Final), USITC Pub. 1514 (1984) Certain Radlo
Paging and Alerting Devices from Japan Inv. No 731~Tﬁw102 (Prellminary)

USITC Pub. 1295 (1982).



the unfair trade laws, though it is not the most easily demonstrable form of
material injury. 29/

The petitioners' allegations of suppressed sales and profits resulting
from imports from Spain are without merit. The petitioners' estimates for
1983 of approximately $29.6 million in alleged lost sales and approximately
$19.9 million in alleged lost profits resulting solely from imports from Spain
greatly overstate the impact of imported Spanish stainless steel sheet and
strip on domestic producers. fhe petitioners' estimates do not take into
account the different product mixes and channels of distribution between
U.S.-produced stainless steel and the imported Spanish steel, or take into
account the imperfect substitution between the domestic and imported Spanish
stainless steel. 30/ Correctly accounting for these product differences would
significantly reduce petitioners' estimates of alleged lost sales and
brofits. Furthermore, petitioners' estimates are additionally overstated
because they use unrealistically low supply elasticities, 31/ they include

overhead costs in the lost profits figure, 32/ and they use a 13.8 percent net

29/ See Radial Ply Tires for Passenger cars from the Republic of Korea, Inv.

No. 731-TA-200 (Preliminary), USITC Pub. 1572 (1984). ("The allegation by a
profitable industry that profits should have been greater is not, without
other evidence of injury, a sufficient basis for a finding of a reasonable
indication of injury.")

30/ Report at A-31 and A-44.

31/ Alternative estimates of the U.S. supply elasticity suggest that a higher
U.S. elasticity may be more representative of the steel industry's price
response to demand shifts. See Robert W. Crandall, The U.S. Steel Industry in
Recurrent Crisis. Furthermore, insufficient evidence exists to assume that
the foreign supply elasticity differs from the U.S. supply elasticity.

32/ Net operating income is generally calculated by deducting most such fixed
costs, as well as the variable costs, from net sales; the petitioners appear
to have added these fixed costs to the net operating income.
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operating margin for 1583 when the actual rate was only 6 pércent. 33/

We need not finally decide the issue of whether or not this industry has
recovered and is no longef experiencing material injury becausé we Have
ultimafeiy determined that betitionérs have not demonstrated that any injury

is by reason of imports from Spain.

No'material injury by reason of LTFV imports from Spain

Imports of stainless steei sheet and strip from Spain have increased in
both volume and value over the past three and one-half years. 34/ Imports
from all sources fluctuated between 1981 and 1983, with the total for
1983~w82,060‘tons—wslightly less than the figure for 1982. 1In 1981, imports
were 70,631 tons. In other words, imports as a total decreased between 1982
and 1983, whereas Spanish imports increased over the period. On the other
hand,_total imports for the first six months of 1984 were 64,633 tons, as
compared to 39,815 tons in the same period of i983. Comparing the increase in
tot§1 imports over the first.half of 1983 and thé first half of 1984, we see a
sizable increase, while Spanish imports increased only slightly. Although
imporfs from Spain registered a marked increase betWeen 1981 and 1983, the
total tonnage imported from Spain in 1983 was still less than the amount by

which imports from West Germany decreased between 1982 and 1983. 35/ During

33/ Although the petitioners cite the Commission staff's use of the 13.8
percent net operating margin in the preliminary investigation, this is not an
acceptable basis for using the same rate in the present instance. In fact the
staff suggested to the Commission during the preliminary investigation that
the 13.8 percent rate may be overly optimistic. The 13.8 percent figure
represented the rate of return in 1974, the best year since 1972.

34/ Report at A-28, Table 16.

35/ 1d.
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the same period, the U.S. producers' share of the U.S. makket increased

Spain's share of apparent U.S. consumption increased’from 0.7 percent in
1981 to 1.5 percent in 1982 and‘to 1.9 percent in 1983. The ratio for the
first sik months of 1984 was 1.7 peréent. While Spain's market share
increased, the share of the market held by all imports fluctuated from 10.3
percent in 1981 to 15.2 percent in 1982 to 10.7 percent in 1983. Spanish
imports appear then to follow a trend of their own, increasing while other
imports decrease. |

Price analysis is impoktant'to our determination of whether any causal
link exists between Spanish LTFV imports and the alleged material injury.
Although we need not find that'imports "are the principal, a substantial, or a

nas

significant cause of material injury," 37/ we must be satisfied that, "in
light of all the information presented, there is a syfficient causal link
between the less than fair value imports and the requisite injury." 38/
Based on the data obtained in this investigation, the only significant
direct competition between the Spanish impdrts and the domestic product is in
the service center/distributor market and is primarily for sales of grade 304

stainless steel. 39/ Although our pricing analysis indicates that there are

instances of underselling by Spanish imports, in the grade 304, where

36/ As a share of apparent consumption, U.S. production increased from 86.2
percent in 1982 to 94.6 percent in 1983 and U.S. shipments. increased from 83.7
percent in 1982 to 91.6 percent in 1983.

37/ 8. Rep. No. 249, 96th Cong., lst Sess. 74-75 (1979).

38/ Id.

-39/ Report at A-36. Of the imports from Spain in 1983, almost one-half was
grade 430, less than 10 percent was grade 316, and the rest was grade 304. 1In
contrast, only 4 percent of U.S. producers shipments in 1983 were grade 430,
and 3 percent were grade 316. Grade 304 made up 56 percent of U.S. producers'
shipments. See Table 15. Accordingly, when comparing the grades in which the
most direct competition occurs, only about two-fifths of Spanish imports are

directly involved. 10



11
competition between Spanish and U.S. prod0cts is significant, the mafgins of
underseliing are the narrowest, and in two quarters the domestic grade 304
undergold the Spanish product. Furthermore, while there is undefselling,
there is evidence that it can be accounted for by the longer delivery time
from Spain. 40/ Thus, we con;lude the Spanish are not a price leader. The
difference between the price of domestic and Spanish steel sold in the United
States indicates the Spanish are only meeting competition in the U.S. market.

‘Price; obtained by‘the'domestic producers during the first half of 1984
were the highest prices they received ovéf)the period of this investigation.
,This is particularly significant in view of the sharp drop in unit labor
costs, which declined nearly $100 per ton. The strengthening of prices
relative to costs is reflected in the growth in gross margins.

U;S. prices for both Spanish and U.S. grade 304 stainless steel increased
during 1983 and the first half of 1984, 41/ as the economy experienced a
recovery. We determine that no significant price suppression and depression
hés been caused by the subject imports.

Pfices for U.S. grade 316 did not reach 1981 levels by June 1984, but the
prices increased from the low levels of the beginning of 1983.  The prices for
grade 430, both United States and Spanish, increased over the course of the
investigation. |

Although there ake margins of underselling by Spanish grade 430 of
between 22 and 37 percent, we note the quantities produced by the U.S.
industry were very small, and the low volume undoubtedly accounts for this

higher U.S. price, which in any event did increase during the period of time

40/ Id. at A-44.
31/ Id.at A-32-34, Tables 18-20.

11
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the Spanish imports were in the market. 42/ In fact, prices received by
domestic producers in grade 430 increased more over the 1981 to first half -
1984 period than prices for the other commodity grédés‘in'which Spanish
imports had much smaller market shares.
We have not cumulated in this investigation. Imposition of the order on
LTFV imports from West Germaﬁy and France occurred sixteen months ago. In
fact, even more time has passed since the date liquidation of those imports
was suspended and estimated dufies were required to"be'posted. "Over the
course of the pasf 16 months, there has been a marked chaﬁge in the condition
of the domestic industry. There has also been another intervening
eventw—imbosition of a comprehensive program of import relief under section
201. Given these facts, we determine that LTFVKimpqrts from West Germany and
France, which have for some time now been subject to antidumping duties that
presumably make them Fairly traded imports, and thé LTFV imports which are the
subject of this investigation, are not sufficiently coincident to be cumulatéd.
. On October 5, 1984, the Congress passed the Trade and Tariff Act of 1984,
which contains the following provision on cuﬁulationm— ,
Cumulation-—For purposes of clauses (i)'and (ii), the
Commission shall cumulatively assess the volume and effects
of imports from two or more countries of like products
subject to investigation if such imports compete with each
other and with like products of the domestic industry in
the United States market. 43/

The bill has not yet been signed by the President. In any event, by its

terms, the amendment on cumulation will not apply with respect to

having difficulties in obtaining grade 430 from U.S. producers. Id. at
A-38-44 .

43/ Section 612(a)(2)(A).

44/ See Section 626(b)(2) of the Act.
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investigations initiated before the bill becomes law. 44/ Under this bill the
imports which may be cumulated must be "reasonably coincident." 45/ This
implies at the very least that there is some temporal limitation on cumulation
of imports subject to an outstanding antidumping order with imports which are
subject to the immediate investigation. Because the LTFV imports from Spain
are not reasonably coincident with LTFV imports from West Germany and France,

we are of the view that cumulation would still be inappropriate even if the

bill were currently in effect.

No threat of material injury by reason of LTFV imports from Spain

We must also_consider the question of whether the domestic industry is
threatened with material injury by reason of LTFV imports from Spain. In
determining this question we look to the likelihood of actual material injury
occurring. We must have inFormafion which demonstrates that the threat is
real and imminent and not a mere supposition or conjecture. 46/

We have examined the trends of LTFV imports from Spain, the amount of
impérts»held in inventory in ;he United States, and the capacity of the
Spaniéh industry to generate exports and the opportunity for Spain to export
to markets other than the United States.

End-of-year inventories of stainless steel sheet and strip from Spain in
the United States were down sharply from the levels of 1981-82. 1In 1983, the
ratio of inventories to reported imports was only 1.3 percent. 1In 1982, the

figure was 27.6 percent.

45/ See Conference Report, H.R. Rep. No. 1156, 98th Cong. 2d Sess., reprinted
in 131 Cong. Record 11531, 11578 (October 5, 1984). ‘

46/ H. R. Rep. No. 317, 96th Cong., 1lst Sess. 47 (1979).
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There is only one producer of stainless steel sheet and strip in
Spain—Acerinox—and it only became operational in 1973. Since 1981, the
industry has been operating at a very high level of capacity utilizatien.
Despite an expansion of capacity in 1983, the utilizaticn rate remains very
high. 47/ Although capacity is expected to increase in 1984-85, Acerinox
exports to 45 different countries. The United States>is only the second most
important export market, after the European Community, with the Middle East
also being a major destination of Spanish steel. 48/ As a result, any
expanded production is not expected to goﬁsolely to the United States.

It is asserted that Sbain‘s expected entry into the European Economic
Community ("EEC") will affect the patterns of Spain's exports. The problem of
integrating Spanish steel capacity into the Community is presenting some
difficulty. 49/ However, if we are to assume that Spain, as a new member,
will be compelled to redirect some stainless steel shipments from the EEC to
the United States, the threat to the U.S. industry by reason of such a
development cannot be said to bé imminent, even if it is real. 50/ In any
event, the negotiations between Spain and the EEC on this issue are a matter
of public knowledge, and we can be assured that their progress will be
monitored closely by those in the United States who could conceivably be
affeéted. "For us to find a threat of material injury at this juncture on the
basis of what might result from future negotiations would be to decide this

case on the basis of speculation.

47/ Report at A-25, Table 14.

48/ 1d.

49/ See Letter of Paul Rosenthal dated October 9, 1984, and enclosed article
from Metal Bulletin, October 1, 1984, "Spain Rejects EEC Plan For Steel."

50/ See Alberta Gas Chemicals, Inc. v. United States, 1 CIT 312, 515 F. Supp.

780 (C.I.T. 1981).
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Conclusion

We have found no causal relationship between the asserted inability of
U.S5. producers to obtain their desired profit margins and the imports from
Spain which are the subject of this investigation. We note this industry has
experienced a robust performance over the most immediate 12 months. We cannot
resist commenting that though this may be related to the general economic
recovery, the industry has also undoubtedly been aided by the remedy imposed
by the President following our affirmativé determination under section 201.

We do not mean to imply that an industry which is permitted a period of
adjustment under the escape clause cannot receive its remedy under Title VII
for unfair trade practices. By the same token, the fact an industry has
satisfied the criteria of Section 201 does not mean it is automatically
entitled to an affirmative finding under Title VII. The standards for relief
are not identical, and neither are the reasons relief is made available.

In this investigation, we have simply been unable to find the requisite
causal link between the imports from Spain and the asserted deprivation of

profits.
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VIEWS OF COMMISSIONER ECKES

On the basis of the record developed in this investigation, I have
determined that an industry in thé United States is materially injured by
reason of imports from Spain of stainless steel sheet and strip which are
being sold in the United States at less than fair value._l/

This is not an unusual inveétigation, and the facts certainly do not
warrant a peculiar conclusion. Over the past three years, this Commission has
investigated repeatedly the stainless steel industry and has studied
intensively the conditions of trade. From my vantage point, this industry
still is experiencing "harm which is not inconsequential, immaterial, or
unimportant."

The data show that Spanish import volumes cqntinue to grow and to
increase their market penetration. Available price data demonstrate repeated
underselling, and the Commission has confirmed lost sales. In my judgment
these imports, which the Department of Commerce has ruled are unfairly traded,
have impeded this cyclical industry's recovery as product demand revived.

They have done so by expanding market share and continuing to suppress
domestic prices, thus adversely affecting the domestic stainless steel
industry's profitability levels.

Commission precedent and sensitivity to the statute do not allow me to
explain away the causal impact of these unfair import volumes by citing

differences in grades between domestic and imported products.

1/ Information referred to in this opinion is contained in the confidential
version of the Commission report; data obtained from other sources are cited

where appropriate.
17
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The Domestic Industry

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry"
as '"the domestic producers as a whole of a like product, or those producers
whose collective output of the like product constitutes a major proportion of
the total domestic production of that product." 2/ Section 771(10) in turn
defines '"like product" as "a product which is like, or in the absence of like,
most similar in characteristics and uses with, the article subject to " this
investigation._3/

The question of the appropriate "like product" with regard to imports of
stainless steel sheet and strip has been addressed in earlier Title VII
investigations as well as in the preliminary investigation regarding the
subject imports from Spain._4/ For purposes of this final investigation, I
conclude that the like product is stainless steel sheet and strip, and that
the industry consists of the domestic producers of stainless steel sheet and

strip.

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

3/ 19 U.S.C. sec. 1677(10).

4/ Stainless Steel Sheet and Strip from West Germany, Inv. No. 731-TA-92
(Preliminary), USITC Pub. No. 1252 at 6-7 (1982), (Final) USITC Pub. No. 1391
at 4-5 (1983); Stainless Steel Sheet and Strip from France, Inv. No. 731-TA-95
(Preliminary), USITC Pub. No. 1264 at 7 (1982), (Final) USITC Pub. No. 1391 at
4-5 (1983); Stainless Steel Sheet and Strip and Stainless Steel Plate from the
United Kingdom, Inv. No. 701-TA-195 (Preliminary), USITC Pub. No. 1319 at 4
(1982), (Final) USITC Pub. No. 1391 at 4-5 (1983). (The final investigations
are hereinafter referred to as "Stainless Steel from West Germany, France, and
the United Kingdom").

The issue of "like product" and the appropriate domestic industry was not
raised during the course of this final investigation.

18
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Condition of the Domestic Industry

- A review of the relevant indicators might suggest that the performance of
this industry has improved dramatically during the period covered by this
investigation._5/ However, an isolated "snapshot" approach which focuses only
on the performance of this industry in recent months is incomplete and
wanting. Such an approach also ignores repeated Commission findings of injury
to this cyclical industry.

This is not the first time the Commission has investigated this same
industry. In May, 1983, only seven months before this petition was filed, the
Commission unanimously found the domestic industry composed of stainless steel
sheet and strip producers was experiencing serious injury at the conclusion of
a six-month investigation under section 20l. 6/ Section 201 has a higher
injury standard; and Commissioners have said that "serious injury" is "an
important, crippling, or mortal injury; one having permanent or lasting
consequences." 7/ In other title VII final investigations a unanimous
Commission determined in June, 1983: "[T]he year 1979 was the last one in

which the domestic industry exhibited a robust economic performance." 8/

5/ The performance of this industry has been documented repeatedly in
numerous Commission reports. I have not here belabored performance trends,
and anticipate that the majority, having found in the negative has adequately
summarized those trends

é/ Stainless Steel and Alloy Tool Steel, Inv. No. TA-201, 48 USITC Pub. No.
1377. (Hereinafter, "Stainless Steel Sec. 201 ").

7/ See my discussion of the standard for serious injury in Nonrubber
Footwear, Inv. No. TA-201-50 USITC Pub. No. 1545 at pp. 30-31l. The quotation
is from "Views of Commissioner George M. Moore, Bolts, Nuts and Screws of Iron
or Steel, No. TA-201-2, USITC Pub. No. 747 (November, 1975) p. 19.

8/ Stainless Steel from West Germany, France, and the United Kingdom, at pp.
6-7.
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Then in February, 1984, a mere eight months ago, a majority of the
Commission found that "The performance of the domestic industry since that
time [1979] has been erratic....'" The Commission, in noting the upward
movement of some performance indicators, concluded that "Although the domestic
industry's performance improved in 1983, particularly in the latter half of
1983, [footnote omitted] production, capacity utilization, employment, and
profit levels in 1983 were all lower than the levels reported in 1979."_9/
Thus, the Commission has acknowledged that during the three and one-half year
period from 1980 to June, 1983, this industry has experienced sustained
operating difficulties. More importantly, the Commission has been
particularly sensitive to the need to measure this industry's performance
against historical trends.

For these reasons, I cannot ignore the long period of sharp declines in
production, capacity utilization, shipments, suppressed prices, company
closings, and years of operating losses. All these preceded a relatively
brief recent upturn in the industry's performance. But recent upturns in
‘indicators during 1983 and the first half of 1984 have not enabled this
industry to recover from the impact of that serious injury. Nor have they

begun to offset the long-lasting nature of that injury which manifested itself

9/ Stainless Steel Sheet and Strip from Spain, Inv. no. 731-TA-164
(Preliminary), USITC pub. 1495 (1984) at pp. 6-7. (Hereinafter referred to as
"Stainless Steel (Preliminary) from Spain").
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in sharply reduced profitability, non-existent cashflow, and reduced
availability of funds needed to enable this industry to remain competitive
with world producers. 10/

Further, the recent improvement is not as favorable or as tangible as a
cursory analysis might suggest. The trend of price increases which the
domestic industry has achieved since the beginning of 1983 cannot be
characterized as sustained. Altﬁough quarterly prices for a major grade steel
product show increases through 1983 and the first quarter 1984, the most
recent quarter shows essentially no price increase. Only during the first
quarter of 1984 did quarterly prices for that product finally reach pre-1981
levels. On an annual selling price basis for that product, 1983 prices were
still more than 10 percent below 1981 levels.

Rising inventory levels offer other evidencg that the stainless steel
sheet and strip industry has not recovered. On June 30, 1984, inventory
levels were more than 20 per cent over levels on the same date in 1983.
Although for the time being, the ratio of inventories to shipments appears to
-have stabilized, the nature of demand in this industry is strongly determined
by demand for consumer durables., The benefits of dramatic increases in
production levels and capacity utilization rates are tempered by sizeable
ipventory build-ups. Because increases in production, shipments, and

profitability have been "erratic," we should not give short term fluctuations

10/ Commissioner Stern recognized this analytical subtlety in her additional
views in the Stainless Steel Sec. 201 investigation: '"Compared to the
relatively more stable branches of the economy, heavily cyclical industries
must generate heavier profits during the upswings to make it through the
downturns. Injury (from imports or other sources) can occur during either
part of the cycle if those profits are squeezed or losses magnified." at pp.
67-68.
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undue weight in this final investigation. In my opinion, sgrious injury over
the longer term overwhelms the slight recovery in recent months. This
industry continues to experience material injury as defined by the statute,
that is, '"harm which is not inconsequential, immaterial, or unimportant." 11/

Finally, let me say that the imposition of import relief under section
201 does not preclude a finding of material injury to this industry in the
current investigation. In May 1983 the Commission recommended a three-year
period of relief, in which the domestic inddstry could adjust to the serious
injury caused by increased imports. It is shocking that the Commission could
rely on a short period of favorable performance data, and, in effect, undercut
that remedy by exposing the domestic industry to unfair imports from Spain
which are causing material injury.

Effect of LTFV Imports from Spain on the Domestic Industry

Imports of stainless steel sheet and strip from Spain first entered the
U. S. market in sizeable quantities in 1981l. At this time the performance of
the domestic industry was seriously deteriorating, and imports from all
sources were double 1980 levels. 1In 1981,<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>