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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC
Investigation No. 731-TA-20% (Preliminary)

CARBON STEEL WIRE ROD FROM THE GERMAN DEMOCRATIC REPUBLIC

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, pursuant to section 733(a) of the Tari%f Act of 1930
(19 U.S.C. 1673b(a)), that there is a reasonable indication that an industry
in the United States is materially injured 2/ by reason of imports from the
German Democratic Republic of carbon steel wire rod, provided for in item
607.17 of the Tariff Schedules of the United States, which are alléged to be
sold in the United States at less than fair value (LTFV).

Background

On September 26, 1984, a petition was filed with the Commission and the
Department of Commerce by counsel on behalf of Atlantic Steel Co., Continental
Steel Co., Georgetown Stee1~Corp., North Star Steel Co.-Texas, and Raritan
River Steel Co., alleging that imports of carbon steel wire rod from the
German Democratic Republic are being sold at LTFV. Accordingly, effective
September 26, 1984, the Commission instituted a preliminary antidumping
investigation under section 733(a) of the Tariff Act of 1930.

Notice of the institution of the Commission's investigation and of a
conference to be held in connection therewith was given by posting copies of
the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register on October 3, 1984 (49 F.R. 39113). The conference was held in
Washington DC, on October 19, 1984, and all persons who requested the

opportunity were permitted to appear in person or by counsel.

1/ The record is defined in sec. 207.2(i) of the Commission's Rules of
Practice and Procedure (19 CFR  207.2(i)).
2/ Vice Chairman Liebeler and Commissioner Lodwick determine that there is a






VIEWS OF THE COMMISSION

We determine that theré is a reasonable indication that an industry in
the United States has been materially injured by reason of imports of carbon
steel wire rod from the German Democratic Republic (GDR) which are allegedly
being sold at less than faifvvalue (LTFV). 1/

In the following analysis, we determine that the appropriate domestic
industry for the purpose of making a material injury assessment consists of
the domestic producers of all carbon steel wire rod. Although the performance
of the domestic industry has recently shown some improvement, we conclude that

it is continuing to exhibit signs of material injury. 2/

Domestic industry »
As a threshold inquiry, the Commission is required to idéntify the

domestic industry to be examined for the purpose of ﬁaking an assessment of
material injury. 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 dOméstic production of that product.”™ 3/ Sectioﬂ
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 an investigation . . . ." 4/

1/ Vice Chairman Liebeler and Commissioner Lodwick determine that there is a
reasonable indication that an industry in the United States is threatened with
material injury by the subject imports of carbon steel wire rod from the
German Democratic Republic.

2/ Commissioner Eckes made his affirmative determination of a reasonable
indication of material injury based on cumulation as set forth in the Trade
and Tariff Act of 1984. Therefore, he joins only that part of the cumulative
analysis appearing at 12-13.

3/ 19 U.S.C. § 1677(4)(A).

4/ 19 U.S.C. § 1677(10).
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Both the imported and the domestic products covered by this investigation
are carbon steel wire rod, a hot-rolled, semi-finished, coiled pfoductgbf
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 is manufactured in a varigty of gfﬁdes,
sizes,‘and qualities. It can be differentiated according to carbon content,
i.e., low, medium-high, and high carbon steel wire rod, as well as by proces§
of manufacturing. “Rinmed" wire rod is produced by the more’traditioﬁal ingot
method while "cast" wire rod is ﬁroduced by the continuoué;castins method.
Imports of carbon steel wire rod from the GDR have been neariy a11.10w<carboﬁ;
both rimmed and cast. 5/

In prior investigat;ons concerning the same product, the Commission
determined that low, mediumfhigh, and high carbon steel wire rod are separate
like products. 6/ However, in those investigations, the Commission found -
that, despite the existence of three separate like products, the data
available from the domesticﬂproducers of carbon steel wire rod could not be
broken out on the basis of péofitability or employment for the three domestic
industries corresponding to the three like products. Accordingly, the
Commission assessed the effect of the imports under investigation upon the

domestic producers of all carbon steel wire rod, in accordance with section

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

6/ See, e.R., Carbon Steel Wire Rod from Argentina and Spain, Invs. Nos ‘
731-TA-157 and 160 (Final), USITC Pub. 1598 (1984); Carbon Steel Wire Rod from
Poland, Inv. No. 731-TA-159 (Final), USITC Pub. 1574 (1984); Carbon Steel Wire
Rod from Spain, Inv. No. 701-TA-209 (Final), USITC Pub. 1544 (1984).
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771(4)(D) of the Tariff Act, 7/ and defined the domestic industry as all
producers of carbon steel wi?e rod, regardless of carbon content. 8/

In this investigation, the domestic producers have been unable to provide
the Commission with data broken out by carbon content categories except for
the production and shipment information. 9/ Accordingly, we conclude, under
section 771(4)(D) the domestic industry consists of the domestic producers of

all carbon steel wire rod.

Condition of the domestic industry
We have recently concluded that, despite improved performance in 1983,

the domestic carbon steel wire rod industry as a whole was experiencing
difficulties, particularly in terms of financial performance, during much of
the period of this investigation. 10/ The most recent information shows a
continued improvement in most of the indicators of ddmestic performance.
Nonetheless, we conclude that the industry is continuing to exhibit signs of
material injury.

Asgregate production of carbon steel wire rod declined from 4.2 million

tons in 1981 to 3 million tons in 1982, then increased to 3.5 million tons in

1/ sSection 771(4)(D) provides, in pertinent part, that:

[i]f the domestic production of the like product has no
separate identity in terms of such criteria [as production
process or producer's profits], then the effect of the
subsidized or dumped imports shall be assessed by the
examination of the production of the narrowest group or
range of products, which includes a like product, for which
the necessary information can be provided.

8/ See, e.g., Carbon Steel Wire Rod from Argentina and Spain, Invs. Nos.
731-TA-157 and 160 (Final); Carbon Steel Wire Rod from Brazil and Trinidad and
Tobago, Invs. Nos. 731-TA-113 and 114 (Final), USITC Pub. 1444 (1983).

9/ Report at A-11. .

10/ See Carbon Steel Wire Rod from Argentina and Spain, Invs. Nos. 731-TA-157
and 160 (Final); Carbon Steel Wire Rod from Spain, Inv. No. 701-TA-209 (Final).
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1983. Production during the most recent period, January-August 1984,
increased to 2.6 million tons,“as compared with 2.3 million tons in the
corresponding period of 1983. 11/ Commercial (open-market) shipments
decreased from 2.7 million tons in 1981 to 2.1 million tons in 1982, then
increased to 2.6 million tons ih 1983. During January-August 1984, commercial
shipments increased to 2.0 million tons, as compared with 1.7 ﬁillion tons
during the corresponding period of 1983. 12/ Capacity utilization declined
from 69.8 percent in 1981 to 52.3 percent in 1982, and then rose to 61.2
percent in 1983. Capacity utilization during January-August 1984 increased to
69.8 percent, as compared with 58.7 percent during the corresponding period of
1983. 13/

Both the level of employment and the number of hours worked fell
substantially from 1981 to 1982, then increased slightly during 1983. The
level of employment dropped from 6,863 workers in 1981 to 4,148 workers in
1982, then increased to 4,479 workers in 1983, and the number of hours worked
fell from 13,593 in 1981 to 8,650 in 1982, then increased to 9,035 in
1983. 14/ Data for January-August 1984 show a slight improvement over the
corresponding period of 1983. Employment in January-August 1984 increased to
4,429 workers, as compared with 4,161 workers during the corresponding period
in 1983, while hours worked increased to 5,834 in January-August 1984 as

compared with 5,545 during the corresponding period in 1983. 15/

11/ Report at A-12, Table 4.
12/ Id. at A-15, Table 6.
13/ Id. at A-12, Table 4.
14/ Id. at A-18, Table 9.
157 Id.
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The domestic industry experienced operating losses during the entire
period 1981-83. Losses were substantially greater in 1982 than in 1983. 16/
The financial data for the domestic industry reflect continued
improvement--the industry has experienced operating profits of $11.7 million
during the period of Januarj;June 1984 as compared with operating losses of
$34.8 million during the corresponding period of 1983. 17/ 'However, the ratio
of these operating profits to net sales during the January-June 1984 period

was only 2.0 percent. 18/

Reasonable indication of material injury by reason of allegedly LTFV orts
Section 771(7)(B) of the Tariff Act of 1930 directs the Commission to

consider, among other factors, the volume of imports of merchandise under

investigation, the effect of such imports on domestic prices, and the impact

of such imports on the relevant domestic industry. 12/

Volume of imports
Imports from the GDR had absolutely no presence in the U.S. market until

July-September 1983. 20/ Imports from the GDR increased from 1,173 short tons
in 1983 to 39,626 short tons in January-August 1984. As a share of U.S.
open-market consumption, imports from the GDR were less than 0.05 parcent in
1983, and increased to 1.1 percent in the first eight months of 1984. 1In
January-August 1984, imports from the GDR were 39,626 tons, as compared with

the comparable period of 1983, during which there were no importations. As a

16/ The industry experienced operating losses of $25.3 million in 1981, $94.5
million in 1982, and $62.9 million in 1983. Id. at A-20, Table 11.

17/ 1d. ‘ -

18/ 1d.

19/ 19 uU.s.Cc. § 1677(7).

20/ Report at A-24, Table 14.

4



share of U.S. open-market consumption, imports from the GDR increased to

1.1 percent during January—Auéust 1984, as compared with the comparable period
of 1983, during which imports from the GDR held no part of the domestic
market. 21/ The impact of these allegedly LTFV imports comes in addition to

that of LTFV imports already found to be injurious.

Cumulation 22/

The most relevant imports for cumulation in the present cases are those
imports of carboﬁ steel wire rod from Argentina and Spain against which final
antidumping orders were issued in November 1984. 23/ The LTFV imports from
Argentina and Spain and the allegedly LTFV imports from the GDR all have
access to broad, overlapping areas of the U.S. market. The low-carbon
products of Argentina and Spain are fungible with those of the GDR. It has
not been adequately established that the GDR rod is of such a lower quality as
to eliminate the likelihood that it affects the low-tolerance, standard
industrial quality rod market in substantially the same fashion as have the
LTFV imports from Argentina and Spain. End users and channels of distribution
are similar. |

Certain conditions of trade in the carbon steel wire rod market are
important in establishing the framework for our analysis of the impact of the
imports under investigation on U.S. prices. One fundamental characteristic of

carbon steel wire rod is its basic fungibility and price sensitivity within

21/ 1d.

22/ Vice Chairman Liebeler and Commissioner Lodwick find a reasonable
indication of threat of material injury by reason of allegedly LTFV imports
from the GDR. They therefore do not reach the issue of cumulation. For their
views on threat of material injury, see Additional Views at 14.

23/ Carbon Steel Wire Rod from Argentina and Spain, Invs. Nos. 731-TA-157 and
160 (Final), "Views of the Commission" at 4.
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each of the three carbon categories. Although quality may be a factor in some
purchasers' decision to pur?ﬁase a particular carbon content steel wire rod,
once certain minimum quality requirements are satisfied, price becomes a major
factor in the purchasing decision. 24/

Domestic prices of carb;n steel wire rod declined steadily during much of
the period under investigation, and have only shown improvement since the
fourth quarter of 1983. Average f.o.b. prices paid by purchasers of carbon
steel wire rod from integrated producers fell by 18.5 percent from $346 per
short tons in April-June 1981 to a low of $282 per short ton in July-September
1983, and have since then recovered to $335 per short ton in Aprii—June 1984.
However, prices declined slightly to $328 per ton in July-September 1984.
Nonintegrated producers' prices, while generally lower than the integrated
producers', have followed the same trend, decreasing from $315 per short ton
in April-June 1981 to a low of $254 per short ton in July-September 1983.
Prices then recovered to $301 per short ton in July-September 1984. 25/

The Commission has already analyzed the ;ffect of LTFV imports from
Argentina and Spain on prices. 1In both cases, the Commission conéluded that
underselling by imports was a primary reéson for the ability of £he LTFV
imports to maintain and expand their share of the U.S. market. Thé imports of
carbon steel wire rod from the GDR subject to the present investigation, while
smaller in volume, have behaved in a similar fashion. 1In every quarter for
which data were received, importers' weighted average prices were lower than

integrated producers' prices. 26/ Furthermore, the margins of undefselling

24/ See Carbon Steel Wire Rod from Spain, Inv. No. 701-TA-209 (Final), USITC
Pub. 1544 (1984) at 10, n.24. ’ '

25/ Report at A-32, Table 19.

26/ 1d.
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for wire rod from the GDR increased steadily in the quarters from
July-September 1983 to April;J;ne 1984. Although import prices were higher
than those of nonintegrated producers in the last half of 1983 and the first
quarter of 1984, imports from the GDR undersold nonintegrated U.S. producers
in April-June and July—Septemb;r 1984 because of increased domestic producers'
prices. 27/

There is reason to believe that the total cumulative effect on U.S.
producers has been loss of sales volume and a suppression of prices. While -
there has been some improvement in the domestic industry's condition in 1984,
there is, nonetheless, reasonable cause to believe that this improvément would
have taken place more rapidly had LTFV imports of wire rod from Argentina and
Spain together with the allegedly LTFV imports from the GDR not been present
in the market. Accordingly, we conclude that an affirmative preliminary

finding is merited on the record in this investigation.

Cumulation Prior to the Trade and Tariff Act of 1984 28/
Prior to the Act, the Commission decided the appropriateness of a

cumulative analysis of the impact of imports on a case-by-case basis. 29/
Under that analysis, the trend in imports is considered. The trends of LTFV
imports from all three countries are similar and overlap significantly in

their timing. Argentine imports grew from 0.6 percent of U.S. open-market

27/ 1d. at A-31. :

28/ Commissioner Rohr has cumulated based on the analysis appearing at 8-10.
gg/ See, e.g., Certain Steel Products from Belgium, Brazil, France, Italy,
Luxembourg, The Netherlands, Romania, The United Kingdom, and West Germany,
Invs. Nos. 701-TA-86-144 and 701-TA-146-147 and 731-TA-53-86, USITC Pub. 1221
(1982), "views of the Commission" at 16-17.

10
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consumption in 1981 to 1.8 percent in 1983. 30/ The peak level was 2.9
percent in January-June 1984. As a share of U.S. open-market consumption,
imports from Spain increased from 0.2 percent in 1982 to 2.2 percent in
1983. 31/ As a share of U.S. open-market consumption, imports from Spain
increased to 3.4 percent during January-June 1984, as compared with 2.3
percent during the comparable period in 1983. 32/ |

All of the 1984 imports from Argentina and Spain entered before the
Commission entered a final antidumping order. The period from January-August
1984 is characterized by LTFV sales from Argentina and Spain coincident with
sales of the allegedly LTFV carbon steel wire rod from the GDR. Therefore, we
conclude that there is sufficient simultaneity of impact and determine that a
cumulative analysis is appropriate to determine the impact of the subject
imports from the GDR upon the domestic industry.

LTFV imports from Argentina and Spain and allegedly LTFV imports from the
GDR grew from 3.3 percent of consumption in 1983 to 5.4 percent in 1984.
During January-August 1983, the total share of the market held by LTFV imports
from Argentina and Spain waé 27 percent. 33/ In January-August 1984, the
total share of the LTFV imports and the allegedly LTFV imports from the GDR

rose to 5.4 percent.

30/ Carbon Steel Wire Rod from Argentina and Spain, Invs. Nos. 731-TA-157 and
160, "Views of the Commission™ at 9. Open-market consumption is the sum of
domestic producers' external sales and foreign imports. It does not include
production for internal or captive consumption. '

31/ 1d.

32/ 1d.

33/ No importation of wire rod from the GDR had taken place.

11
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Cumulation under the Trade and Tariff Act of 1984

Congress has amended Title VII to make cumulation mandatory in Commission
investigations where appropriate. 34/ Section 612(a)(2)(A) of the Act amends
Title VII by adding a new subsection, § 771(7)(C)(iv):

Cumulation--For purposes of clauses (i) and (ii), the.
Commission shall cumulatively assess the volume and effect
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.

The Conference Report accompanying the Act notes that:
The provision requires cumulation of imports from various °
countries that each account individually for a small
percentage of total market penetration but when combined
may cause material injury. The conferees do intend,
however, that the marketing of imports that are accumulated
[sic] be reasonably coincident. Of course, imports of like
products from countries not subject to investigation would
not be included in the cumulation. H.R. Rep. No. 1156,
98th Cong., 2d Sess., reprinted in 131 Cong. Record 11531,
11578 (October 5, 1984).

In this instance, the LTFV imports from Argentina and Spain were
competing in the domestic market together with allegedly LTFV imports from the
GDR between September 1983 and September 1984. Imports from the three
countries and the domestic like products are fungible and simultaneously
present in the domestic market nationwide. 1In addition, the three imported
products and the domestic like products share similar channels of distribution

in the U.S. market. In light of the fact that imports of carbon steel wire

rod from Argentina and Spain were subject to antidumping investigations during

34/ The new cumulation provisions express Congress' intent on this issue and
may guide the Commission's decision on the appropriateness of a cumulative
analysis in investigations filed prior to the effective date of the 1984 Act.

12
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the period in which imports from the GDR entered the domestic market, the
Commission would be required under the 1984 Act to cumulatively assess the
volume and effect of imports from all three countries. Thus, as a result of
the cumulative effect of imports of carbon steel wire rod from Argentina,
Spain and the GDR, we find thefe is a reasonable indication of material injury

by reason of allegedly LTFV imports from the GDR.

13



14



415
ADDITIONAL VIEWS OF VICE-CHAIRMAN LIEBELER AND COMMISSIONER LODWICK
Reasonable indication of théqat of material injury

A finding of a reasonable indication of_tbreat of material injury may not
be based on mere supposition, speculation or conjecture; but rather, must be
based on a showing that the iikelihood of harm is real and imminent. 1/ When
deternmining whether there ié»q threat of material injury, the Commission
considers, among other factors, the rgtq of increase of subsidized or dumped
exports to the U.S. market, the probability that imports of the merchandise
will enter the United States at prices that will have a depressing or
suppressing effect on domestic prices, the capacity in the exporting country
to generate imports, and the availability of other export markets. 2/

Imports of carbon steel wire rod from the GDR first entered the U.S.
market in the third quarter of 1983. From a level of 1,173 tons valued at
$0.2 million in 1983, imports of wire rod from the GDR increased to 39,616
tons valued at $8.3 million in the period January-August 1984. To put the
rate of increase in imports from the GDR in sharper focus, roughly 90 percent
of the total volume of imports from the GDR entered since the beginning of May -~
1984. 3/

Since May, 1984, imports from the GDR have undersold the product of both
the integrated and nonintegrated domestic producers. Further, the margins of
underselling during the April-June and July-September 1984 quarters were

greater than for any earlier periods. 4/

1/ Id. at 88-89; S. Rep. No. 1298, 93rd Cong., 2d Sess. 180 (1974); Alberta
Gas Chemicals, Inc. v. United States, 505 F. Supp. 780, 790 (Ct. Int'l Trade
1981).

2/ 19 C.F.R. Section 207.26(d).

3/ Report at A-10, Table 3.

4/ 1d. at A-31.

15
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The carbon steel wire rod subject to this investigation is produced by
‘VEB Stahl & Haizwerk in Brandénburs. German Democratic Republic, and is
expdrted to the United States by Metallurgiehandel, Berlin, German Democratic
Republic. 5/ Alihough the company provided no information to the Commission
concerning the capacity, production or export of carbon steel wire rod from
the GDR, in light of the dramgtic increase in imports of wire rod from the GDR
into the U.S. market, we believe that the investigation should be continued.
Information on the other factors will be more fully developed in the final

investigation. 6/

16



A-1

INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On September 26, 1984, a petition was filed with the United States
International Trade Commission and the Department of Commerce by counsel on
behalf of Atlantic Steel Co., Continental Steel Co., Georgetown Steel Corp.,
North Star Steel Texas, and Raritan River Steel Co., alleging that imports of
carbon steel wire rod from the German Democratic Republic (East Germany) are
being, or are likely to be, sold in the United States at less than fair value
(LTFV) and that these imports are materially injuring, or threatening to
materially injure, & U.S. industry. Accordingly, effective September 26,1984,
the Commission instituted investigation No. 731-TA-205 (Preliminary) under
section 733(a) of the Tariff Act of 1930 (19 U.S.C. 1673b(a)) to determine
whether there is a reasonable indication that an industry in the United States
is materially injured, or is threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by
reason of imports from the German Democratic Republic of carbon steel wire
rod, provided for in item 607.17 of the Tariff Schedules of the United States
(TsUS), which are allegedly being sold at LTFV.

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, DC, and by publishing the notice in the Federal
Register on October 3, 1984 (49 F.R. 39113). A public conference was held
on October 19, 1984, 2/ The briefing and vote on this investigation was held
on November 6, 1984, The Commission notified Commerce of its determination on
November 13, 1984,

Previous Investigations

On February 8, 1982, following the filing of a petition by domestic
producers of carbon steel wire rod, the Commission instituted three
preliminary countervailing duty investigations on carbon steel wire rod from
Belgium (No. 701-TA--148 (Preliminary)), Brazil (No. 701-TA-149
(Preliminary)),and France (No. 701-TA-150 (Preliminary)). 1/ The Commission
made affirmative determinations that there was a reasonable indication of
injury or the threat of injury in all three cases. Final investigations were
instituted by the Commission in all three cases following preliminary
affirmative subsidy determinations by Commerce. On October 1, 1982, the
Commission suspended investigation No. 701-TA-149 (Final) (Brazil) following

1/ Imports from Argentina and the Republic of South Africa were also
included in these petitions. Because Argentina and the Republic of South
Africa are not signatories to the GATT Subsidies Code, they are not entitled
to injury findings by the Commission. The Department of Commerce issued
affirmative preliminary determinations for Argentina and the Republic of South
Africa on July 8, 1982 (47 F.R. 30539). A suspension agreement was entered
into by Argentina, premised on the elimination of the subsidies found to be
bestowed on the production, manufacture, and export of wire rod (47 F.R. 42393I
Sept. 27, 1982). Commerce issued a final affirmative determination for Soutﬁ’
Africa on Sept. 27, 1982 (47 F.R. 42396).

2/ A list of witnesses is included in Appendix B,
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an agreement with Brazil to offset the amount of the subsidy with an export
tax. Investigations Nos. 701-TA-148 (Final) (Belgium) and 701-TA-150 (Final)
(France) were terminated on October 21, 1982, when the U.S. producers withdrew
their petitions in response to an arrangement whereby the European Coal and
Steel Community (ECSC) agreed to limit its exports of certain steel products
(47 F.R. 49059, Oct. 29, 1982). Under the arrangement, ECSC exports of wire
rod to the United States are limited annually to 4.29 percent of apparent U.S.
consumption, which is projected on a quarterly basis. The arrangement is
effective through December 31, 1985, :

On February 8, 1982, following the filing of a petition by domestic
producers, the Commission instituted a preliminary antidumping investigation
on carbon steel wire rod imports from Venezuela (investigation No. 731-TA-88
(Preliminary)). The Commission made an affirmative determination on March 25,
1982, that there was a reasonable indication that an industry in the United
States was being materially injured or threatened with material injury by
reason of the subject imports. Following an affirmative LTFV determination by
Commerce, the Commission made a final negative injury determination on
February 14, 1983 (Carbon Steel Wire Rod from Venezuela . . ., USITC
Publication 1338) (48 F.R. 7821; Feb. 24, 1983),

On May 16, 1982, the U.S8. Department of Commerce initiated a
countervailing duty investigation concerning carbon steel wire rod imports
from Trinidad and Tobago upon receipt of a petition from domestic producers.
Since Trinidad and Tobago is not a "country under the Agreement" (the
Subsidies Code of the General Agreement on Tariffs and Trade (GATT)), the
Commission was not required to make an injury determination. Commerce, on
December 27, 1983, determined that subsidies equivalent to 6.74 percent had
been granted on exports of carbon steel wire rod from Trinidad; Commerce's
notice of its final determination of countervailable subsidies was published
in the Federal Register of January 4, 1984 (49 F.R. 480).

On October 1, 1982, following the filing of a petition by domestic
producers, the Commission instituted two preliminary antidumping
investigations on carbon steel wire rod from Brazil (investigation No.
731-TA-113 (Preliminary)), and Trinidad and Tobago (investigation No.
731-TA~-114 (Preliminary)). The Commission determined that there was a
reasonable indication that an industry in the United States was materially
injured by reason of such imports. Following affirmative LTFV determinations
by Commerce, the Commission made final affirmative injury determinations
(Carbon Steel Wire Rod from Brazil and Trinidad and Tobago . . . , USITC
Publication 1444, October 1983) (48 F.R. 51178; Nov. 7, 1983).

The petitioners in the instant investigation also filed antidumping
petitions for Argentina, Mexico, Poland, and Spain as well as countervailing
duty petitions for Czechoslovakia, Poland, and Spain. The Commission
instituted and conducted preliminary antidumping investigations for Argentina,
Mexico, Poland, and Spain (Nos. 731-TA-157 through 160) concurrently with a
countervailing duty investigation for Spain (No. 701-TA-209) and issued
affirmative preliminary determinations on January 9, 1984. (Czechoslovakia
and Poland are not entitled to an injury determination by the Commission for
countervailing duty purposes because they are not signatories to the Qubsldles
Code of the GATT). Following an affirmative final countervailing duty

A-2
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determination by Commerce for Spain on May 1, 1984, the Commission made an
affirmative final injury determination on June 12, 1984 (Carbon Steel Wire Rod
from Spain), USITC Publication 1544, June 1984) (49 F.R. 27640; July 5, ’
1984). On May 1, 1984, Commerce issued negative final countervailing duty
determinations for Czechoslovakia and Poland and affirmative preliminary LTFV
determinations for Argentina, Poland, and Spain and a negative preliminary
determination for Mexico. Subsequently, on June 14, 1984, the petition for
Mexico was withdrawn. The Commission made a negative final injury
determination for Poland on August 28, 1984 (49 F.R. 35870; Sept. 12,1984) and
an affirmative final determination for Argentina and Spain on November 5, 1984.

The Product

Description and uses

The product which is the subject of the petitioners' complaint is carbon
steel wire rod, a hot-rolled, semifinished, coiled product of solid, approxi-
mately 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. The American Iron & Steel Institute
(AISI) categorizes carbon steel wire rod into 3 series: 1000, 1100, and
1200. The 1000 series, which includes most carbon steel wire rod consumed in
the United States, can be further subdivided according to carbon content.
lLLow—-carbon rod, which encompasses grades 1006 through 1022, has a maximum
carbon content of 0.23 percent; medium-high carbon rod, which encompasses
grades 1023 through 1040, has a carbon content of 0.24 to 0.44 percent; and
high-carbon rod, which encompasses grades 1041 through 1095, has a carbon
content which exceeds 0.44 percent. The 1100 series refers to resulfurized
carbon steel grades, and the 1200 series includes both rephosphorized and
resulfurized carbon steel grades. Prices for 1100 and 1200 series wire rod
are generally 75 percent to 100 percent higher than prices for 1000 series.

The traditional method of making wire rod is the ingot method. 1In this
process, pig iron and/or scrap steel are charged into basic oxygen, open
hearth, or electric furnaces. The resultant molten steel is poured into
ladles which transport the liquid steel to ingot molds (typically 3 or 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 transferred to the rod mill.
Wire rod produced by this ingot method is known as rimmed wire rod.

Continuous casting is a newer method of converting raw steel into
billets. 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. 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 (known as a tundish), which
channels the molten steel into spigots. Wire rod produced from the

. s . . . . A-3
continuous—casting process is referred to as cast wire rod.
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At this stage, the steel is "killed" 1/ with silicon or aluminum, so that
the molten steel is able to flow evenly through the spigots and into the
continuous—casting molds. In the molds, the steel is cooled by water sprays
and partially solidified into a moving continuous 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.

Billets produced by both processes are then converted into wire rod by a
hot~rolling process. The first step is the heating of the bhillet in the
reheat furnace to uniform temperatures of 2,200° F to 2,400° F. The 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 timespan from the exiting of the billet from 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 consumers 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 to
stop 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/

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. 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. 3/ Thus, wire rod

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. The process also causes residual
impurities to be more evenly distributed throughout the billet.

2/ 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.

3/ Raw steel may also contain higher residuals if it is the product of an A4
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.
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produced from continuous—cast billets, although more economical to produce, is
sometimes not preferred by customers for end uses where ductility is required
or desired. Rimmed wire rod, although it may sell for a premium over cast
rod, 1/ can provide a greater yield and normally results in less die wear for
the wire drawer. 2/

The differences between cast and rimmed wire rod and the end uses for
which the rimmed rod is preferred or required were discussed extensively at
the hearing in investigations Nos. 701-TA-148 and 150 (Final) on carbon steel
wire rod from Belgium and France and in interested party submissions in the
same investigations. 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. 3/ However, aside from
consumer preference, there exist only limited end uses of wire rod that
require the rimmed product. These include very fine wire which is used to
make such products as door and window screens, certain chemistries of welding-
quality wire where control of residuals (especially copper) is critical, and
aluminum—-killed wire, which is used for some industrial fasteners. These
applications represent less than 5 percent of the total market for wire rod,
according to industry sources.

Carbaon steel wire rod is distinguished by its chemical composition as
well as its method of manufacture. 1In 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 cqualities of carbon steel wire rod and their end uses are
discussed on the following pages.

Low-—carbon steel wire rod is used where malleability is required. The
low-carbon steel wire rod is typically drawn 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

1/ The premium charge 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.

2/ Producers of both rimmed and cast wire rod assert that through scrap
selection, enrichment of the charge with direct-reduced-iron (DRI) pellets,
and other practices, cast wire rod producers can make a substitute for rimmed
steel 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 that of the rimmed product. Transcript of the hearing in
investigations Nos. 701-TA-148 and 150 (Final), Carbon Steel Wire Rod from
Belgium and France, pp. 126-130.

3/ In addition, some end users have equipment that employs a mechanical
descaling process to clean wire rod. Such a process works best on rimmed rddS
because of the type of scale and higher ductility of rimmed rod. Other end -
users employ chemical cleaning best suited for continuous cast rod. Changing
cleaning procedures would require additional expense for new equipment.
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rod accounts for about 70 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 wire 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 significant, 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 bale wire.

High~carbon steel wire 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 steel
wire rod is sold at higher prices than is medium-high carbon or low-carbon
steel wire rod and is sold to different end users.

U.S.—-produced carbon steel wire rod (both ingot and cast) is available in
all grades and qualities. Data received from U.S§. producers show that 1000
series wire rod accounted for more than 99 percent of U.S. production of
carbon steel wire rod and consisted of about 73 percent low carbon, 3 percent
medium-high carbon, and 24 percent high carbon in 1983. Domestic production
of cast and rimmed rod was approximately equivalent. Imports of wire rod from
the German Democratic Republic have been 1000 series, nearly all low carbon,
and both rimmed and cast.

U.S. tariff treatment

Carbon steel wire rod is classified under items 607.14 and 607.17 of the
TSUS. 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 from the German Democratic Republic in 1984 under this tariff item, it
was not included in the petitioners' complaint and is not covered by this
investigation. Item 607.17 provides for wire rod of iron or steel, other than
alloy iron or steel, not tempered, not treated, and not partly manufactured,
and valued over 4 cents per pound. The column 1 (most favored nation) rate of
duty for this item is an ad valorem rate of 2 percent. The column 2 rate of
duty assessed on products of enumerated Communist countries, including the
German Democratic Republic, is an ad valorem rate of 5.5 percent. The subject
imports are not eligible for preferred tariff treatment.

Channels of Distribution 1/

Most carbon steel wire rod manufactured by U.S. producers is sold to wire
drawers, i.e., firms which draw the rod into wire. Wire drawers either use
the wire in the manufacture of wire products or sell it for such a purpose to
other firms. Some U.S. producers of wire rod produce primarily for conversion
into wire for use in the production of their own wire products and sell onlyA6
excess production in the open market. 0

1/ A more detailed description of marketing practices is presented in the
pricing section of this report.
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Thus, wire rod producers which own wire fabricating facilities frequently
compete with wire drawers for sales of wire products to customers. In 1983,
U.S. producers captively consumed approximately 27 percent of their wire rod
production in this fashion; however, captive consumption has declined as a
share of production since 1981,

Carbon steel wire rod manufactured by the German Democratic Republic

producers is sold to unrelated importers in the United States, which in turn
sell it to wire drawers. The importers are steel trading—companies.

U.S. Producers

There are currently 14 firms operating a total of 15 U.S. plants in which
carbon steel wire rod is produced. Another U.S. producer-—Jones and Laughlin
Steel Corp—closed its wire rod production facility in October 1981. The U.S.
producers' wire rod plants are located throughout the United States bhut are
concentrated in the Great Lakes area and in Pennsylvania. Of the 14 firms, 4
are fully integrated. The integrated producers, which manufacture raw steel
and produce a wide variety of steel products, include U.S. Steel Corp., Armco
Steel Corp., Bethlehem Steel Corp., and CF&I Corp. The remaining producers,
which produce a narrower range of products, include the petitioners. Table 1
lists all known U.S. carbon steel wire rod producers by types of producers,
their plant locations, each firm's carbon steel wire rod production capacity
in 1983, and whether the firms produce rimmed wire rod (R) or cast wire rod
(C). All of the firms produce several types of steel products in addition to
carbon steel wire rod. ‘

U.S. Importers

According to the producers' petition, two firms in the United States
imported carbon steel wire rod from the German Democratic Republic from
January 1983 through June 1984. Mannesman Pipe and Steel Corporation,
Houston, Texas, accounted for approximately ¥¥¥ percent of such imports while
Klockner, Inc., Garden City, New York, imported the remainder.

U.S. Imports

Canada and Japan have been the dominant sources of imports of carbon
steel wire rod in recent periods, .together accounting for more than 40 percent
of imports in 1983 (table 2). The German Democratic Republic had only minimal
exports to the U.S. in 1983 (1,173 tons valued at $0.2 million). However,
while Canada and Japan continued to be the dominant sources of imports of
carbon steel wire rod, the German Democratic Republic has exported 39,626 tons
valued at $8.3 million to the United States in January—-August 1984. This
level of imports ranks the German Democratic Republic as the eighth largest
import source this year. Imports from the German Democratic Republic by month
in 1983 and 1984 are shown in table 3.
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Table 1.-—Carbon steel wire rod:

A--8

U.S. producers, plant locations, capacity,
and types of wire rod produced, 1983

Item

Location(s)

: Capacity

Share
of

: Types of
. wire rod

: total :produced 1/
11,000 short: :
: Percent :

tons
Nonintegrated producers:
Petitioners:
North Star Steel

Texas 2/ ¢ Beaumont, TX. *KH **% . C,
Georgetown Steel

Corp : Georgetown, SC i X *R . C,
Raritan River Steel

Co : Perth Amboy, K

NI L ¥HX . RC. 3/
Continental Steel 4/——: Kokomo, IN *XK 6k R,
Atlantic Steel Co-——:_ Atlanta, GA AR . K . C,
Subtotal, :
petitioners o - 0k L
Others:
Northwestern Steel ‘ :

& Wire 5/ : Sterling, IL L *% . C,
Ameron Steel 6/-— : Etiwanda, CA LU *n% : C,
Keystone Consolidated :

Industries, Inc,——: Peoria, IL L *AX . C,
Laclede Steel Co.—-emem -1 Alton, IL WK % . R,
Charter Rolling-—mmm —: Saukville, WI L ¥*% . RC. 7/

Subtotal, others—-: - Ll kil
Total, nonintegrated:
PrOAUC@ING e : - adal i ki
Integrated producers: :
U.S. Steel Corp 8/-—mwm : Cuyahoga, OH L *x% . R,
: Fairless Hills,
: PA
1 Joliet, IL :
Armco Steel Corp-————: Kansas City, MO : LU *%% : RC., 9/
Bethlehem Steel Corp—-—- : Johnstown, PA : L %X . R,
: Sparrows Point,
: MD
CF&I Corp- : _Pueblo, CO *xx . XX . C.
Subtotal, integrated :

producers 10/ e | - *Hx . XXX .

Grand total - Lk L

Footnotes on the following page.
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Table 1. ——Carbon steel wire rod: U.S. producers, plant locations, capacity,
and types of wire rod produced, 1983 -—continued

1/ R=rimmed steel; C=cast steel.

2/ Formerly Georgetown Texas Steel Corp. On Aug. 25, 1983, Cargill, Inc.,
Minn., purchased this firm from Korf Industries, which owns Georgetown Steel
Corp., and renamed it North Star Steel Texas.

3/ Raritan River's production in 1983 was estimated to be ¥¥% percent cast
and ¥¥% parcent rimmed rod.

4/ Continental installed an additional mill in April 1984 which increased
its capacity by %%,

5/ Northwestern's plant ceased production on June 3, 1983. The capacity
shown is for the entire year. Northwestern opened a new plant at the same
location in April 1984 with an annual capacity of ¥¥%,

6/ On Feb. 28, 1983, Ameron sold a 50-percent interest in its rod rolling
mill to Tamco. Ameron had joined with Mitsui Ltd. and Tokyo Steel in 1977 to
form Tamco, which produced billets.

7/ Charter Rolling reported its 1983 production to be ¥¥*% percent cast and
¥AX percent rimmed wire rod.

8/ On Apr. 1, 1984, U.S. Steel closed its rod mills at Cuyahoga and Fairless
Hills.

9/ Armco's sales in 1983 were estimated to be ¥¥% percent cast and ¥¥X
percent rimmed.

10/ Jones & Laughlin Steel Corp. ceased production of carbon steel wire rod
in October 1981, Prior to its shutdown, Jones & Laughlin had an annual steel
production capacity of 300,000 tons at its Aliquippa, PA., plant. Republic
Steel Corp., with a capacity of ¥¥%, produces small quantities of wire rod for
captive consumption.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 2.-—Carbon steel wire rod:

sources, 1981-83, January-August 1983, and January-August 1984

A-10

U.S. imports for consumption, by principal

January-August

Source 1981 1982 1983
1983 1984
Quantity (short tons)

Canada 314,599 : 279,987 : 272,653 : 174,602 : 219,961
Japan 167,390 : 141,930 : 175,279 : 103,857 : 153,967
Mexico — 30,401 : 102,635 : 56,679 : 103,978
Spain 1,657 : 6,689 : 82,385 : 52,865 : 86,855
Brazil 32,579 : 111,025 : 76,649 : 70,049 : 13,895
France 101,921 : 105,068 : 68,868 : 41,671 : 67,573
Argentina : 21,167 : 12,238 : 68,335 : 43,277 : 61,990
Trinidad and Tobago---—: 6,010 : 56,338 63,961 : 44,249 : 41,997
Poland : - 7,987 25,843 : 20,248 : e
German Democratic Rep.——: — e 1,173 ¢ - 39,626
All other 1 115,411 78,141 : 122,862 : 86,528 : 116,069

Total 760,734 : 829,804 : 1,060,643 : 694,025 : 905,911

Percent of total quantity

Canada 41.4 33.7 : 25.7 : 25.2 : 24.3
Japan 22.0 17.1 16.5 : 15.0 : 17.0
Mexico — 3.7 : 9.7 : 8.2 : 11.5
Spain 0.2 0.8 : 7.8 : 7.6 : 9.6
Brazil 4.3 13.4 7.2 . 10.1 : 1.5
France 13.4 12.7 6.5 : 6.0 : 7.5
Argentina : 2.8 1.5 : 6.4 : 6.2 : 6.8
Trinidad and Tobago---——: 0.8 6.8 : 6.0 : 6.4 : 4.6
Poland : —_ 1.0 : 2.4 2.9 : e
German Democratic Rep.—: . — 0.1 : o 4.4
All other : 15.1 : 9.3 : 11.7 : 12.4 12.8

Total 100.0 : 100.0 : 100.0 : 100.0 100.0

Value (1,000 dollars)

Canada 102,351 91,192 : 84,332 : 54,197 : 73,381
Japan 67,668 : 55,237 : 62,371 : 36,887 : 55,986
Mexico — 7,050 : 21,411 : 11,755 22,294
Spain 834 : 2,899 : 21,765 : 13,785 : 20,964
Brazil 10,553 32,151 16,353 : 14,896 : 3,556
France 33,357 . 32,886 : 21,064 : 12,563, : 21,054
Argentina 7,063 : 2,931 13,847 9,004 : 13,378
Trinidad and Tobago-—: 1,806 : 14,824 15,015 : . 10,537 : 9,816
Poland : — 1,484 : 4,758 : 3,713 : -
German Democratic Rep.—: — e 224 . -— 8,326
All other 39,932 : 24,954 . 30,943 : 21,417 : 31,759

Total 263,564 : 265,608 : 292,083 : 188,754 : 269&?%4

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

Commerce. Includes a correction for imports previously assigned to Venezuela

which were actually imported from Argentina (13,423 tons).
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Table 3.-—Carbon steel wire rod: U.S. imports for consumption
from the German Democratic Republic, by months, January 1983-August 1984

(short tons)

Month {1983 i 1984

January 0 : 54
February 0 : 527
March 0 : 2,479
April 0 : 0
May 0 : 8,428
June 0 : 16,723
July 0 : 6,256
August 0 : 5,158
September 457 1/
October 0 : 1/
November : 597 : 1/
December : 119 : 1/

1/ Not available.
Source: Compiled from official statistics of the U.S. Department of
Commerce.
Consideration of Alleged Material Injury

The data in the following sections do not include the operations of ¥,
The reported data account for about 95 percent of U.S. production of carbon
steel wire rod.

U.S. production, capacity, and capacity utilization

In the aggregate, U.S. production of carbon steel wire rod declined by
27.5 percent from 1981 to 1982 and then increased by 16.3 percent from 1982 to
1983 bhut still remained 15.6 percent below its level in 1981 (table 4). The
trends for nonintegrated and integrated producers differ considerably. While
production by nonintegrated producers increased by 3.1 percent in this
period, production by integrated producers fell by 35.5 percent. From
January-—-August 1983 to January-August 1984, nonintegrated and integrated
producers' production increased by 16.2 percent and 5.7 percent, respectively.
With two exceptions, U.S. producers reported no unusual circumstances, such as
employment related problems, temporary equipment-related problems, sourcing
problems, power shortages, or transitions, which resulted in a loss of
production, (¥¥%). None of the U.S. producers' declines reflects a
reallocation of resources to any foreign subsidiaries.

U.S. producers' production of low, medium-high, and high carbon steel
wire rod as a share of their total production is shown in table 5. The data
represent over 83 percent of U.S. production. For other than production and
shipments, U.S. producers do not maintain separate data by grade. Because™ 1!
U.S. producers consider low, medium-high, and high carbon steel wire rod to be
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interdependent products, they do not treat them as separate profit centers.
Resource allocation and marketing decisions which affect one will affect the
others. They are produced with the same labor and equipment, and their
relative shares of production are frequently adjusted in response to the
market so that their total contribution to the income of the firm is maximized.

For both nonintegrated and integrated producers, the capacity to produce
carbon steel wire rod remained relatively constant throughout the period. The
9.7 percent drop in integrated producers' capacity from 1981 to 1982 reflects
the closing of Jones & Laughlin's 300,000 ton capacity mill in October 1981.
The closing of U.S. Steel's mills at Cuyahoga, OH, and Fairless Hills, PA,
resulted in a 7.6 percent drop in integrated producers' capacity from
January-—-August 1983 to January-August 1984. The 3.5 percent drop in non--
integrated producers' capacity from January-August 1983 to January-August 1984
reflects the closing of Northwestern's 400,000 ton capacity mill in June 1983.
Northwestern opened a new mill at the same site with a *¥¥% annual capacity in
April 1984. At the same time, North Star updated existing facilities and
Continental opened new facilities which increased their wire rod capacities by
¥¥H and XXX, respectively.

After falling from 69.8 percent in 1981 to 52.3 percent in 1982, capacity
utilization for the production of carbon steel wire rod increased to 61.2
percent in 1983. Integrated producers, as shown in table 4, accounted for
most of the decline. From January-August 1983 to January-August 1984,
capacity utilization increased from 58.7 percent to 69.8 percent.

Table 4.-—Carbon steel wire rod: U.S. production, practical capacity, and capacity
utilization, by types of producers, 1981-83, January—August 1983, and January-August
1984 1/

January-—-August

Item and producer 1981 1982 1983
1983 1984
Production: : : : : :
Nonintegrated———short tons—: 2,164,347 : 1,929,602 : 2,231,747 :1,461,514 :1,698,960
Integrated do : 2,041,052 : 1,120,233 : 1,316,097 : 848,713 : 897,123
Total do : 4,205,399 : 3,049,835 : 3,547,844 :2,310,227 :2,596,083
Practical capacity: : : : : :
Nonintegrated do : 2,885,000 : 2,996,000 : 2,966,000 :2,019,807 :1,949,767
Integrated do : 3,137,000 : 2,832,000 : 2,832,000 :1,915,416 :1,770,416
Total do : 6,022,000 : 5,828,000 : 5,798,000 :3,935,223 :3,720,183
Ratio of production to : : : :
capacity: ‘ : : : :
Nonintegrated-——percent—: 75.0 64.4 : 75.2 72.4 : 87.1
Integrated do 65.1 39.6 : 46.5 44.3 50.7
Average do 69.8 52.3 61.2 : 58.7 : 69.8
1/ The data do not include ¥¥,
Source: Compiled from data submitted in response to questionnaires of the U.S A-12
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Table 5.-—Carbon steel wire rod: U.S. production of low, medium-high, and high
carbon grades as a share of total U.S. production, by types of producers,
1981-83, January-—August 1983, and January-August 1984

(percent)
. . : © January-—-August
Producer and item : 1981 ) 1982 1983 -
‘ : ' 1983 1984
Nonintegrated: 1/ : : : : :
Low carbon : 77.8 : 77.6 : 79.7 : 79.4 77 .3
Medium-high carbon-—-—: 2.7 : 2.2 : 2.4 : 1.7 . 2.3
High carbon- : 19.6 : 20.2 . 17.9 . 18.9 : 20.4
Total : 100.0 : 100.0 : 100.0 : 100.0 : 100.0
Integrated: 2/ : : : :
Low carbon : 56.3 : 54.2 . 54.8 : 57.9 : 58.1
Medium-high carbon-3/-: 2.6 : 2.5 : 2.7 : - -
High carbon:——mmm— — 41.1 43.3 . 42.5 . 42.1 . 41.9
Total : 100.0 : 100.0 : 100.0 : 100.0 : 100.0
Average: : : : : :
Low carbon : 71.3 : 71.8 : 73.1 : 73.8 71.9
Medium-high carbon-3/-: 2.6 : 2.3 : 2.5 : 1.3 ¢ 1.7
High carbon-———— : 26.0 : 26.0 : 24.4 . 24.9 : 26.4
Total : 100.0 : 100.0 : 100.0 : 100.0 : 100.0

1/ Does not include ¥,

2/ Does not include %%¥,

3/ ¥¥% was not able to split out medium-high carbon from high carbon steel
wire rod and classified both as high carbon steel wire rod. As such, there
may be a slight overstatement (less than 1 percent) of high carbon steel wire
rod and a corresponding understatement of the medium-high carbon steel wire
rod in the partial years 1983.and 1984.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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U.s. producers' shipments and~exports

The trend for U.S. producers' shipments, including captive shipments,
parallels that for production (table 6). Total U.S8. producers' shipments
declined by 26.4 percent from 1981 to 1982 and then increased by 16.9 percent
from 1982 to 1983. Shipments in 1983, however, remained 14.0 percent lower
than in 1981. From January—-August 1983 to January-August 1984, U.S.
producers' shipments increased by 14.7 percent. Captive shipments, which
declined by 33.7 percent from 1981 to 1983, accounted for most of the decline
in total shipments. As a share of total shipments, captive shipments declined
from 34.7 percent in 1981 to 26.7 percent in 1983,

Nonintegrated producers did not share the overall decline in total
shipments with integrated producers between 1981 and 1983. Despite a 19.6
percent decrease in captive shipments, nonintegrated producers' total shipments
increased by 6.9 percent from 1981 to 1983. Whereas U.S. open-market shipments
for integrated producers declined by 29.0 percent between 1981 and 1983, that
for nonintegrated producers increased by 22.2 percent. Nonintegrated
producers' share of U.S. open-market shipments increased from 52.5 percent to
65.6 percent in the same period. Nonintegrated producers' share of total
shipments increased similarly. U.S. producers' domestic shipments of low,
medium-high, and high carbon steel wire rod as a share of total domestic
shipments are shown in table 7. The data represent over 85 percent of U.S.
producers' domestic shipments. .

Exports remained at less than 1.5 percent of total shipments throughout
the period. There were virtually no exports in January-August 1984.

Inventories

U.S. producers' end-of-period inventories of carbon steel wire rod
declined by 21.3 percent from 1981 to 1982 but increased by 31.2 percent from
1982 to 1983 to a level exceeding that in 1981 (table 8). The level of
inventory was 16.7 percent lower at the end of August 1984 than at the end of
August 1983. As a percent of total shipments during the preceding period,
inventories increased from 3.5 percent in 1981 to 4.2 percent in 1983 but
declined from 4.0 percent as of August 31, 1983, to 2.9 percent as of
August 31, 1984,

Employment

After falling by 39.6 percent from 1981 to 1982, the average number of
production and related workers producing carbon steel wire rod increased by
8.0 percent from 1982 to. 1983 and by 6.4 percent from January—August 1983 to
January—-August 1984 (table 9). The level of employment, however, especially
of integrated producers, remained below that for 1981. The trend for hours
worked by production and related workers is similar to that for average
employment, as shown in table 9. The hours worked per worker, however,
steadily increased during the period, as did production after 1982. The
result was an increase in output from .31 ton per hour in 1981 to .39 ton per
hour in 1983 and from .40 ton per hour in January-August 1983 to .43 ton per
hour in January—August 1984,
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Table 6.-—Carbon steel wire rod:
captive shipments, and exports of U.S. production, by types of producers,

1981--83, January-August 1983, and

A-15

January—-August 1984 1/

U.S8. producers' U.S. open-market shipments,

January—August

Item and producer 1981 1982 1983
: 1983 1984
Quantity (short tons)
U.S. open—market ship— :
ments: : : : : -
Nonintegrated-——mmmmm : 1,417,604 : 1,415,337 : 1,732,102 :1,100,065 :1,338,760
Integrated-—m—mmmmm— —: 1,280,926 : 697,962 : 909,991 570,454 . 643,736
Total : 2,698,530 : 2,113,299 : 2,642,093 :1,670,519 :1,982,496
Captive shipments: : : : ' :
Nonintegrated-——m - 703,426 . 502,294 565,316 : 344,526 : 359,822
Integrated - emmmm— — 750,720 . 432,311 . 398,856 : 268,333 276,050
Total : 1,454,146 934,605 : 964,172 : 612,859 : 635,872
Exports: : : : :
Nonintegrated-—-m - 27,263 36,986 : 63 0 : 0
Integrated-—umm— ] 14,308 : 1,054 . 48 48 6
Total : 41,571 38,040 : 111 48 6
Total: : s e : :
Nonintegrated- -1 2,148,293 : 1,954,617 : 2,297,481 :1,444,591 :1,698,582
Integrated. e —: 2,045,954 . 1,131,327 : 1,308,895 : 838,835 : 919,792
Total : 4,194,247 . 3,085,944 : 3,606,376 :2,283,426 :2,618,374
Value (1,000 dollars)
U.S. open-market ship- :
ments: : . : ' : : :
Nonintegrated———mm--— : 439,225 398,107 . 467,670 : 283,914 : 332,474
Integrated-——mmm—— 468,440 . 295,582 339,072 : 215,752 : 248,248
Total 907,665 : 693,689 : 806,742 : .499,666 : 580,722
Exports: : : : : :
Nonintegrated- - : 8,451 7,112 . 13 - -
Integrated——mmm—— 6,025 376 : 28 : 28 3
Total 14,476 : 7,488 41 28 3
Total: : : : :
Nonintegrated————emmmm: 447,676 405,219 . 467,683 : 283,914 : 332,474
Integrated e 474,465 295,958 339,100 : 215,780 : 248,251
Total 922,141 701,177 : 806,783 : 580,725

499,694

1/ The data do not include ¥¥¥,

Source: Compiled from data submitted in response to questionnaires of the

U.5. International Trade Commission.
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Table 7.--Carbon steel wire rod: Domestic shipments of low, medium-high, and
high carbon grades as a share of total domestic shipments, by types of
producers, 1981-83, January-—August 1983, and January-—-August 1984

Total : 100.

(percent)
, : : . January-August
Producer and item - 1981 ©o1982 1983 -
: : ' . 1983 1984
Nonintegrated: 1/ : : : :
Low carbon : 79.3 : 76.4 80.6 : 80.4 80.2
Medium-high carbon-———: 3.1 : 2.6 : 2.6 : 2.7 3.4
High carbon-— e | 17.7 . 21.0 : 16.9 16.9 16.4
Total : 100.0 : 100.0 : 100.0 : 100.0 100.0
Integrated: 2/ : : : : :
Low carbon : 64.7 . 63.5 : 65.3 : 72.0 : 73.3
Medium-high carbon-3/-: 4.0 : 3.5 : 3.2 : - -
High carbon e 31.3 . '33.0 : 31.5 : 28.0 : 26.7
Total : 100.0 : 100.0 : 100.0 : 100.0 : 100.0
Average: : : : : :
Low carbon : 75.3 : 73.6 76.9 : 78.6 : 78.4
Medium—high carbon-3/-: 3.3 : 2.8 : 2.7 : 2.1 : 2.6
High Py ) L ——— 21.4 23.6 : . 20.4 19.3 19.0
0 : 100.0 : '100.0 : 00.0

100.0 : 1

1/ Does not include *¥¥,

2/ Does not include ¥¥¥,

3/ ¥X% was not able to split out medium—high carbon from high carbon steel
wire rod and classified both as high carbon steel wire rod. As such, there
may be a slight overstatement (less than 1 percent) of high carbon steel wire
rod and a corresponding understatement of the medium—-high carbon steel wire
rod in the partial years 1983 and 1984.

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

Total compensation paid to production and related workers declined by
34.8 percent from 1981 to 1982 but increased by 11.8 percent from 1982 to 1983
and by 4.8 percent from January-August 1983 to January-August 1984
(table 10). The average hourly compensation paid to these workers increased
by 9.7 percent from 1981 to 1983, but declined by 0.3 percent from
January-August 1983 to January-August 1984. Unit labor costs declined
throughout the period. The average unit labor cost per short ton of carbon
steel wire rod produced declined from $59.36 per short ton in 1981 to $51.31
per short ton in 1983, or by 13.6 percent and continued to decline by 7.3
percent from January—August 1983 to the corresponding period in 1984. Unit
labor costs for nonintegrated producers were about half of those for
integrated producers throughout the period.

Workers in all carbon steel wire rod facilities, except those of Raritan,
are members of the United Steel Workers of America. Raritan's workers are ngg6
unionized.
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Table 8.-Carbon steel wire rod: U.S8. producers' inventories of U.S.
production, by types of producers, as of December 31, 1981-83,
and August 31, 1983 and 1984 1/

As of December 31—  As of August 31—

Item and producer - - - -

1981 1982 © 1983 : 1983 1984

Inventories: : : : : :
Nonintegrated- -short tons-—-: 93,190 : 73,292 :101,940 : 81,771 : 87,739
Integrated dao : 52,929 : 41,634 : 48,836 : 54,909 : 26,167
Total do 1146,119 :114,926 :150,776 : 136,680 : 113,906

Ratio of inventories to : : : : :

total shipments during : : :

the preceding period: : : Hp : :
Nonintegrated-—m —percent—: 4.3 : 3.8 : 4.4 : 2/ 3.8 : 2/ 3.%
Integrated do 2.6 : 3.7 : 3.7 : 2/ 4.4 : 2/ 1.9
Average : do 3.5 : 3.7 : 4.2 : 2/ 4.0 : 2/ 2.9

1/ The data do not include KK,
2/ Annualized.

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

Financial experience of U.S. producers

Operations on carbon steel wire rod.—The 12 firms that furnished
profit—and-loss data together accounted for 95 percent of total U.S.
production capacity of carbon steel wire rod in 1983. Their net sales of
carbon steel wire rod dropped by 23,7 percent, from $1.3 billion in 1981 to
$1.0 billion in 1982 but rose by 7,7 percent to $1.1 billion in 1983
(table 11). During January-June 1984, total net sales increased by 22.5
percent to $583.7 million, compared with $476.4 million in the corresponding
period of 1983.

The 12 firms' aggregate operations on carbon steel wire rod were not
profitable during 1981-83. The integrated producers sustained significant
operating losses in every period, losing as much as $82.4 million in 1982. 1In
contrast, nonintegrated producers showed an operating profit during all
periods except for 1982, when they posted an aggregate $12.1 million operating
loss. Because of profitable operations of nonintegrated producers and a
reduction of over 75 percent in the operating losses of integrated producers,
the carbon steel wire rod industry recorded an operating profit of $11.7
million, or a 2.0 percent return on sales, in January-June 1984, compared with
an operating loss of $34.8 million, or a negative 7.3 percent return on sales,
in the same period of 1983,
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Table 9.--Average number of production and related workers producing carbon
steel wire rod in U.S. establishments, hours worked by such workers, and

output, by types of producers, 1981-83, January-August 1983, and
January-August 1984 1/

January—-August-

Item and producer © 1981 0 1982 ' 1983 -
' : : 71983 11984
Average number of production
and related workers pro-
ducing carbon steel wire
rod in U.S.
establishments: : : : : :
Nonintegrated-—mmmm number-——: 2,358 : 2,192 : 2,180 : 2,091 : 2,109
Integrated do : 4,505 : 1,956 2,299 2,070 : 2,320
Total do : 6,863 : 4,148 4,479 4,161 4,429
Hours worked by production : : : :
and related workers pro-
ducing carbon steel wire
rod in U.S.
establishments: : : P : :
Nonintegrated-—1,000 hours—: 5,014 : 4,563 4,432 : 2,701 2,816
Integrated do : 8,579 . 4,087 : 4,603 : 2,844 3,018
Total do : 13,593 8,650 : 9,035 : 5,545 5,834
Output: : : : : :
Nonintegrated-—short tons : : : :
per hour-—: 0.43 : .42 .50 : .51 .58
Integrated do : .24 ¢ 27 ¢ .29 .30 .30

Average do : .31 .35 : .39 ¢ .40 .43

1/ The data do not include ¥*¥¥,

Source: Compiled from data submitted in response to questionnaires of the
U.8. International Trade Commission.

The ratio of the cost of goods sold to net sales of integrated producers
rose irregularly from 102.9 percent in 1981 to 111.0 percent in 1983 and then
fell to 99.1 percent in January-June 1984, indicating that the integrated
firms sold carbon steel wire rod at less than their costs during all but the
last period under examination. Such ratios of nonintegrated producers
fluctuated between a high of 97.7 percent in 1982 to a low of 90.1 percent in
January-June 1984, :
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Table 10.-—Total compensation paid to production and related workers producing
carbon steel wire rod in U.S. establishments, hourly compensation, and unit
labor costs, by types of producers, 1981-83, January-August 1983, and
January—-fugust 1984 1/

January—-August—

Item and producer ©1981 © 1982 © 1983 -
; : ) 1983 © 1984
Total compensation paid to
production and related
workers producing carbon
steel wire rod: : : : : :
Nonintegrated-1,000 dollars—: 85,437 : 76,038 : 81,747 : 50,651 : 54,436
Integrated do : 164,215 ;. 86,821 : 100,283 : 62,579 : 64,258
Total do : 249,652 : 162,859 : 182,030 : 113,230 :118,694
Hourly compensation paid to : : : :
production and related
workers producing carbon
steel wire rod:
Nonintegrated-per hour : : : : :
per worker——;: 17.04 : 16.66 : 18.44 18.75 : 19.33
Integrated do : 19.14 : 21.24 21.79 . 22.00 : 21.29
Average do : 18.37 . 18.83 : 20.15 20.42 . 20.35
Unit labor cost: : : : : :
Nonintegrated—per short ton-—: 39.47 39.41 : 36.63 : 36.76 : 33.33
Integrated do : 80.46 77.50 76.20 73.33 : 70.97

Average do : 59.36 : 53.40 : 51.31 : 51.05 : 47.33

1/ The data do not include ¥,

Source: Compiled from data submitted in response to questionnaires of the
U.8. International Trade Commission.

Table 11 does not include interest expense in the computation. Not all of
the petitioners provided data on interest expense for their entity. Several of
the producers did not receive allocations of interest expense from their
corporate office but were managed on the basis of operating profit levels.
This is not unusual especially in corporations with a diverse product mix
where the allocation of interest expense to the individual segments tend to be
arbitrary. '

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 12. Cash flow from overall wire rod operations ranged
from a low of a negative $16.9 million in 1982 to a high of a positive $35
million in 1981. Integrated producers generated negative cash flow throughout
the periods under investigation and nonintegrated producers reported positive
cash flow during 1981 to June 1984, A-19
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