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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation No. 731-TA-572 (Final)
CERTAIN SPECIAL QUALITY CARBON AND ALLOY HOT-ROLLED STEEL BARS

AND SEMIFINISHED PRODUCTS FROM BRAZIL

Determination

On the basis of the record! developed in the subject investigation, the
Commission unanimously determines,vpursuant to section 735(b) of the Tariff
Act of 1930 (19 U.S.C. § 1673d(b)) (the Act), that an industry in the United
States is not materially injured or threatened with material injury, and the
establishment of an industry in the United States is not materially retarded,
by reason of imports from Brazil of certain special quality carbon and alloy
hot-rolled steel bars and semifinished products, provided for in subheadings
7207.11.00, 7207.12.00, 7207.19.00, 7207.20.00, 7214.30.00, 7214.40.00,
7214.50.00, 7214.60.00, 7224.10.00, 7224.90.00, and 7228.30.80 of the
Harmonized Tariff Schedule of the United States, that have been found by the
Department of Commerce to be sold in the United States at less than fair value

(LTFV).

Background

The Commission instituted this invéstigation effective January 11, 1993,
following a preliminary determination by the Department of Commerce that
imports of certain special quality carbon and alloy hot-rolled steel bars and
semifinished products from Brazil were being sold at LTFV within the meaning
of section 733(b) of the Act (19 U.S.C. § 1673b(b)). Notice of the
institution of the Commission's investigation and of a public hearing to be

held in connection therewith was given by posting copies of the notice in the

"The record is defined in sec. 207.2(f) of the Commission's Rules of Practice
and Procedure (19 CFR § 207.2(f)).
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Office of the Secretary, U.S. International Trade Commission, Washington, DC,

and by publishing the notice in the Federal Register of February 3, 1993 (58

F.R. 6976). The hearing was held in Washington, DC, on June 2, 1993, and all
persons who requested the opportunity were permitted to appear in person or by

counsel.



VIEWS OF THE COMMISSION

Based on the information obtained in this final investigation, we
determine that four industries in the United States, consisting of the
domestic producers of (1) free-machining semifinished steel, (2) other special
quality carbon and alloy semifinished steel, (3) free-machining hot-rolled
bars and cut-length rods, and (4) other special quality carbon and alloy hot-
rolled bars and cut-length rods, are neither materially injured nor threatened
with material injury by reason of less than fair value (LTFV) imports from
Brazil of special quality carbon and alloy semifinished steel and hot-rolled
carbon and alloy bars and cut-length rods.'
I. LIKE PRODUCT

A. Statutory Criteria

In determining whether an industry in the United States is materially
injured or threatened with material injury by reason of the subject imports,
we must first define the "like product” and the "industry." Section 771(4)(A)
of the Tariff Act of 1930 (the "Act") defines the relevant domestic 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 In turn, the statute
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 . .3

' Material retardation of a domestic industry by reason of the subject imports
is not an issue in this investigation, and therefore will not be discussed
further.

219 U.S.C. § 1677(&4)(A).

319 U.s.C. § 1677(10).



Our determination of the appropriate like product or products in an
investigation is a factual determination, to which we apply the statutory
standard of "like" or "most similar in characteristics and uses" on a case-

by-case basis.*

Generally, we disregard minor variations and look for clear
dividing lines between possible like products.?

B. Background and Product Descriptions

The Department of Commerce (Commerce) determined on August 12, 1992,
that the subject merchandise of this investigation constitutes two distinct
classes or kinds: alloy and carbon hot-rolled bars and rods of special bar
quality engineered steel, and semifinished products of special bar quality
engineered steel. It defined these classes or kinds of merchandise subject to
investigation as follows:

The term "hot-finished alloy and carbon bars and rods of special
bar quality engineered steel" covers certain hot-finished carbon
and alloy (other than stainless, high speed, silico-manganese, and
tool steel) steel bars and rods, other than forged, which have a
uniform solid cross-section along their whole length and are in
the shape of circles, segments of circles, ovals, rectangles,
triangles, or other convex polygons, and do not conform to the

- definitions for semifinished steel, flat-rolled products, hot-
rolled bars and rods in irregularly wound coils, reinforcing bars
and rods, and wire. The subject bars and rods are of special bar
quality engineered steel that are described in Society of
Automotive Engineers (SAE) J403, J404, J411, J1081, J1249, J1268,
and modifications thereof.

4 In defining the like product, we generally consider a number of factors
including: (1) physical characteristics and uses; (2) interchangeability of
the products; (3) channels of distribution; (4) customer and producer
perceptions of the products; (5) the use of common manufacturing facilities
and production employees; and, where appropriate, (6) price. No single factor
is dispositive, and we may consider other factors relevant to our like product
determination in a particular investigation. See, e.g., Asociacion Colombiana
de Exportadores de Flores v. United States, 693 F. Supp. 1165, 1169, n.5 (CIT
1988).

5s. Rep. No. 249, 96th Cong., lst Sess. 90-91 (1979).

6



The term "semifinished products of special bar quality engineered steel"
covers certain alloy ingots (other than stainless steel, high-speed
steel, silico-manganese steel, tool steel, and high-nickel alloy steel),
and semifinished products of carbon and alloy (other than stainless
steel, high-speed steel, silico-manganese steel, tool steel, and high-
nickel alloy steel) steel, of circular or rectangular (including square)
cross-section with a width measuring less than four times the thickness,
which are continuous cast or have been subjected to no more than primary
hot rolling, which possess a rough surface and do not meet the
dimensional tolerances for bar products, of special bar quality
engineered steel that are described in Society of Automotive Engineers
(SAE) specifications J403, J404, J1081, J1249, J1268, and modifications
thereof. . . .6

The products covered by this investigation are all "special quality"’
steels that fall into two categories: "semifinished" ingots, blooms and
billets; and finished "hot-rolled" bars and rods. The term "semifinished" in

this investigation includes products resulting from both conventional ingot

6 These classes or kinds exclude the following categories of special

quality steels: (1) semifinished carbon ingots; (2) alloy silico-manganese
steels; (3) lead, bismuth, tellurium, or selenium hot-rolled carbon and alloy
bar and rods (lead and bismuth steels); (4) coiled carbon and alloy hot-
rolled bars and rods; and (5) forged carbon and alloy bars.

7 The term "special qudlity bars and rods" includes the following:

Special quality bar and rod is used where the steel is required to be
hot-forged, heat-treated, cold-drawn, machined, or used in particular
structural applications or in high product liability applications.
Special quality bar and rod is produced to be as free from visible
surface defects and excessive chemical segregation as is possible given
the particular metallurgy. Special quality carbon steel bar and rod
generally is subjected to rigorous product analysis and chemical
uniformity which are not typical of merchant quality hot-rolled carbon
steel bars and rods. . . Special quality hot-rolled carbon steel bar
and rod is used in the specialized manufacturing operations for critical
components in high performance machinery.

Certain Special Quality Hot-Rolled and Semifinished Carbon and Alloy Steel
Products from Brazil, Inv. No. 731-TA-572 (Preliminary), USITC Pub. 2537 (July
1992) ("Preliminary determination").




teeming® and continuous casting.? These semifinished products generally are
of much greater diameter than finished hot-rolled bars or rods;'? they have
not been further worked other than undergoing initial hot-rolling; and they
typically are characterized by a rough surface and do not meet the dimensional
tolerances for bar products.

The second major category of special quality steels subject to this
investigation are certain imports of finished "hot-rolled" bars and rods.
These products are manufactured by heating (usually to above 2,200 degrees F)
and reducing a semifinished billet to a final thickness and shape by passing
it through a series of rolls.!' Hot-rolled "bars" are hot-rolled products |
both in cut-lengths and irregularly wound coils.'? Bars may be roﬁnd,
rectangular, and hexagonal, and consist of various diameters frbm 1/2 to 12
inches, with the upper limit for coiled bars being 2 inches.™ The subject

- imports include cut-length hot-rolled bars, but not coiled hot-rolled bars.

8 For a discussion of "ingot teeming" and "continuous casting," see the Staff
Report to the Commission (July 16, 1992) in this investigation ("Report") at
I-16.

9 An "ingot" is the largest semifinished form. It is produced by pouring
liquid steel into a large round shaped mould. When the steel has cooled, the
mould is removed and the ingot is then reheated and hot-rolled into a bloom.
There are no widely accepted precise definitions for a "bloom" or "billet";
the principal distinction is one of size -- blooms are larger than billets in
cross-sectional area and commonly include products greater than 7 inches in
diameter. Billets normally include circular, square or rounded corner square
products typically greater than 4 inches in diameter. Report I-16 n.37.
Semifinished "slabs" used to make flat-rolled products are not included within
this investigation.

0 We note however that certain bars included in these investigations are also
of a substantial diameter.

" 14. 1-18.
2 1d4. 1-14.
B 1d. 1-13 - I-14.



Hot-rolled "rods" are almost always coiled, hot-rolled products of a solid,
approximately round cross section, not under 0.20 inches nor over 0.74 inches
in diameter.'™ The subject imports include cut-length rods, but not coiled
rods.

C. Like Product Analysis

In our preliminary determination, five out of six Commissioners found
two like products consisting of special quality semifinished (billets, blooms,
and ingots) and special quality bars (including coiled and cut-length bars and
cut-length rods). Commissioner Rohr found four like products consisting of
free-machining semifinished steel, other special quality semifinished steel,
free-machining bars, and other special quality bars.’ We noted, however,
that in any final investigatibn we would examine in detail alternative like
products, including a like product of hot-rolled free-machining bars and rods
(free-machining steels).'® Recently, we addressed many of the like product
issues involved with special quality and free-machining bars in the Lead and
Bismuth investigations.'” We found that thére were major differences between
- free-machining bars and rods and other types of special quality bars and rods
and held that the domestic product like the subject imports of lead and

bismuth bars and rods was free-machining bars and rods.

4 1d. Small amounts of cut-length rod are produced by the domestic industry.
As used herein, neither hot-rolled carbon steel bars nor hot-rolled carbon
steel rods include reinforcing bars or rods, which is part of "merchant"
quality steel hot-rolled carbon bars and rods. Id.

5 preliminary determination at 31-44.
6 1d. at 21 n.76.
17 Certain Hot-Rolled Lead and Bismuth Products from Brazil, France, Germany,

and the United Kingdom, Inv. Nos. 701-TA-314 through 317, Inv. Nos. 731-TA-
552 through 555 (Final), USITC Pub. 2512 (June 1992) at 22.
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For purposes of this investigation, we find there are four like
products: free-machining semifinished steel products; other special quality
semifinished carbon and alloy steel products; free-machining hot-rolled bars
and cut-length rodé; and other special quality carbon and alloy hot-rolled
bars and cut-length rods.'® In making this determination we note three
principal like product issues: (1) whether free-machining steels are a
separate like product from other special quality steels; (2) whether there
should be separate like products for semifinished and finished special quality
steels (for both free machining and other special quality steels); and (3)
whether the like product should be limited to only those special quality steel
products produced by the limited group of domestic producers referred to in
this investigation by petitioners as the "Class 1 domestic pfoducers" of
special quality products.

1. Free-machining steel products are a
separate like product from other special
quality steel products
As acknowledged by many of the parties in this final investigation, the

logical result of our determinations in the Lead and Bismuth investigations is

a finding of separate like products for free-machining special quality

'8 Many possible like product issues were not contested by the parties in
this final investigation. None of the parties assert the like product should
include "merchant" quality carbon steel bars and rods. No party argues that
the like product should not include both alloy and carbon special quality
semifinished and hot-rolled steel products. No party contests the
Commission’s preliminary determination excluding forged bars from any like
product. None of the parties have argued that the Commission incorrectly
excluded coiled rods from the like product of special quality bars. No party
contends that silico-manganese and high-nickel alloy steels should not
continue to be included within both the semifinished and hot-rolled special
quality bar like product categories. Finally, the parties do not contest the
inclusion of carbon ingots within the semifinished like product.

10



products.' This conclusion is based on our finding in Lead and Bismuth that

there are major differences between free-machining hot-rolled bars and other
special quality hot-rolled bars.?9 The scope of the subject imports in the
instant investigation excludes one category of free-machining steels, hot-
rolled lead and bismuth steels. However, it includes the other major
categories of free-machining steels, non-leaded resulphurized grades 1100 and
non-leaded resulphurized and rephosphorized grades 1200, and any alloy free-

1

machining steels.?! As set forth in the Lead and Bismuth determination, there

are major differences between non-leaded free-machining steels and other
special quality steels that compel a finding of separate like products even if
lead and bismuth steels are not included in the scope of the products subject

to investigation. The reasoning of Lead and Bismuth indicates that a separate

like product for free-machining steels is appropriate in this investigation.
No information or argument in this investigation alters that reasoning. Such
a like product includes all free-machining hot-rolled steels, including

domestic free-machining lead and bismuth steels.

19 None of the parties in this final investigation has raised any opposition
to the creation of a separate like product for free-machining steels as
contemplated by the Commission’s determination in the Lead and Bismuth
investigations. ’ ’

20 Tead and Bismuth, USITC Pub. 2611, at 11-28.

21 For a discussion of free-machining steels and grades 1100 and 1200, see the
Report at I-7 - I-8.
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2. Semifinished steels of both free machining products
and other special quality products are separate like products
from finished steel products in both these categories
We reaffirm our preliminary determination that there are separate like

products of semifinished steels and hot-rolled bars and cut-length rods.??
The facts we relied on in the preliminary determination generally continue to
be wvalid in this final investigation; i.e., there are relatively significant
processing costs of transforming a special quality semifinished product into a
hot-rolled bar or rod;? many essential characteristics of the special quality
semifinished steel are distinct from those of hot-rolled special quality

bars;?* there is a significant independent market for special quality

22 In analyzing whether a semifinished product should be included in the same
like product with the finished products under investigation, the Commission
typically examines five factors, including: 1) the necessity for, and costs
of, further processing; 2) the degree of interchangeability of articles at
different stages of production; 3) whether the article at an earlier stage of
production is dedicated to use in the finished article; 4) whether there are
significant independent uses or markets for the finished and unfinished
articles; and 5) whether the article at an earlier stage of production
embodies or imparts to the finished article an essential characteristic or
function. See, e.g., Stainless Steel Flanges from India and Taiwan, Inv. No.
731-TA-639-640 (Preliminary), USITC Pub. 2600 (February 1993) at 9.

23 The Vice-President of sales of domestic producer Copperweld Steel Company,
Arthur R. Latanzi, pointed out the necessity for further processing for
semifinished product in order to- create bars:’
[B]illets sold for rolling have a rough finish only and are not produced
to the same size and straightness tolerances. Moreover, they are not
sold for end-use applications, but instead are an intermediate product,
intended to be reheated and rerolled into smaller cross-section
products.
Petitioners’ Prehearing Br., exhibit P-1 at 2, 6.

2 petitioners’ counsel stated:
[T]rue semifinished {is] a product with a rough surface and lacking
dimensional tolerances which is sold to other steel mills for rerolling,
as contrasted with the finished, smooth-surfaced, dimensional-tolerant
products which are sold directly in large cross-sections to the forging,
cold-forming, and other machining industries.

Hearing Tr. 53.
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semifinished steel products;? and a significant quantity of semifinished
special quality steel is used in the manufacture of products that are not
included or specifically excluded from the scope of this investigation.? We
note that there has been a reduction in size of the independent market (i.e.
non-captive) for special quality semifinished since the preliminary
determination from fifteen percent of domestic production to six percent.?’
Although reduced to six percent, we note that such a market represents a very
large amount of absolute tonnage of a significant value.?® 29

Evidence developed in the final investigation provides further support

for our preliminary conclusion that we are reaffirming here.3® This evidence

% petitioners’ incorrectly assert that "at no point in the production process
of special quality products are products taken out of the production process
and inventoried as semifinished products." The fact that six percent of
semifinished production, constituting a large volume of total tonnage, is sold
in the U.S. merchant market and was reported as such by three domestic
producers suggests such an inventory process.

2 preliminary determination at 12-14.

27 Report I-53. This difference was primarily a result of the fact that many
producers of semifinished billets for rod indicated in questionnaire and
supplemental questionnaire responses in the final investigation that they did
not produce special quality semifinished steels. Report I-12. 1In addition,
certain U.S. producers reported production of semifinished steels for internal
consumption which were omitted from their responses to the Commission’s
preliminary questionnaires. 1Id. I-32 n.77.

28 Report I-47, table 8.

29 Commissioner Brunsdale and Commissioner Crawford do not believe that the
absolute dollar amount of the independent market is relevant to the like
product determination. They believe that the significance of the independent
market must be judged relative to the industry as a whole. Otherwise, the
Commission’s like product standards will be different for large and small
industries.

30 petitioners correctly note that the terminology employed by various
domestic producers to describe special quality semifinished products has been
less than exact. Petitioners’ Prehearing Br. at 28. However, in this final
investigation both Commerce and the Commission adopted petitioners’ narrower
(continued...)
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established that industry standard tolerances for hot-rolled bars are
considerably more exacting than those for special quality semifinished

products.31

We also note that a substantial majority of Brazilian imports of
semifinished billets subject to investigation were purchased by Raritan for
use in making wire rods.32 There is significant value added to the
semifinished product in producing finished wire rods, including costs for

reheating, rolling and coiling the billets.33

Finally, we note that while the Lead and Bismuth investigations did not

involve semifinished products (only bars and rods), the analysis of publicly

avallable facts and the reasoning of Lead and Bismuth also support a finding
of separate like products for free-machining semifinished steel products and
other special quality semifinished steel. No information or argument in this

special quality investigation alters that reasoning. In addition, the record

30( . . .continued)

definition of special quality semifinished products, i.e., "a product with a
rough surface and lacking dimensional tolerances which is sold to other steel
mills for rerolling." Hearing Tr. at 53. Thus, the Commission in the final
investigation treated forging billets sold to domestic forgers in excess of 4
inches in diameter with bar tolerances and surface finish as "bars." 1In those
limited instances where bars were mischaracterized as special quality
semifinished product, Commission staff corrected producer questionnaire
responses which mislabeled bars as semifinished products. Report I-12.

31 An affidavit from respondent Co-Steel Raritan’s (a large domestic producer
of other special quality semifinished products and rods) metallurgist, which
was not contradicted by petitioners, states that the semifinished billets
supplied by Acominas could not be classified as bar according to ASTM Standard
Specifications ASTM-A-29 ("Steel Bars, Carbon and Alloy, Hot-rolled and Cold-
Finished"). Applying these standards, the semifinished Acominas billets
supplied to Raritan are consistently out of square, often are not within
length requirements for bars, are too irregularly shaped to meet bar cross-
section tolerances, and do not meet bar straightness requirements. Raritan
Prehearing Br. exhibit 1, Randall Affidavit § 8 at 3.

32 Raritan Preconference Br. at 3-7, 10.
33 14. at 11.
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in this investigation indicates substantial differences between free-machining
semifinished steel and other special quality semifinished steel in terms of
physical characteristics (distinct metallurgy and mechanical properties); end
use (for further re-rolling into free-machining bars for machining); lack of
interchangeability wiﬁh other special quality semifinished steel given a
particular metallurgy; customer perceptions of separate and distinct products;
and production processes.3* None of the parties has argued in this
investigation that free-machining semifinished and other special quality
semifinished steels should not be different like products.
3. The like products are not limited
to those special quality products made
by so-called Class 1 domestic producers
The final like product issue that arose during the Commission’s
investigation was based on petitioners’ new argument that the like product
(and the domestic industry) should be limited to only a group of domestic
producers referred to by petitioners as "Class 1 producers."3® C(Class 1
producers were defined by petitioners as those producers (primarily non-
minimills) who produce higher quality special quality steels in sizes larger
than 3.13 inches in diameter that consistently meet exacting standards.3®
According to petitioners, the special quality products of-so-called Class 2
and Class 3 minimills "differ in size, quality, price, processing and
manufacturing from special qﬁality products subject to'investigation and also

produced by Class 1 producers . "3

34 see also Report I-7 - I-8; D-3 - D-4.

wn

35 petitioners’ Prehearing Br. at 32-41.
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Counsel for petitioners-admitted that petitioners’ so-called "classes"
are not referenced in Commerce’s scope, not mentioned in the petition, not
part of any published industry standards, not the basis for any marketing of
special quality products even by so-called Class 1 producers, and are not a
term of art.3® Petitioners admitted that so-called Class 2 and Class 3
producers manufacture special quality bars and that there is an "overlap of
competition" between the three classes.3? Moreover, the record indicates that
at least one so-called Class 1 producer purchased special quality bars from
so-called Class 2 and Class 3 producers.%0

The Commission finds that it would be improper to define the like
product in the manner suggested by petitioners. Commerce's scope éncompasses
all special quality bar and cut-length rod products in sizes b;th above and

below the size limits asserted to characterize the products of so-called Class

1 producers.4!

It is undisputed that special quality bars in a similar wide
range of sizes are produced by a number of domestic special quality producers,
including so-called Class 2 and Class 3 producers.%? By seeking to eliminate
~ special quality products below 3.13 inches from the like product, petitioners’

argument would have the Commission find a like product that did not encompass

all of the domestically produced products "like" those subject to

38 Hearing Tr. 90-93. None of the industry specialists who testified at the
hearing nor those who provided evidence by way of affidavits in the briefs,
indicated that the so-called "classes" of special quality producers are
referred to as such or otherwise used in any way in the special quality
industry.

39 Hearing Tr. 86, 9%4.

% Questionnaire response.

41 villares Posthearing Br. at 3-7, exhibit 1.
42 14,

16



investigation, i.e., omitting special quality bars below 3.13 inches in

diameter. Petitioners cite no authority, and none is evident, for us to omit

a domestic product "like" the articles within the scope.“3

D. Like Product Summary‘“

Based on the foregoing and the Commission’s determination in the
preliminary investigation referenced herein, we find four like products: (1)
free-machining semifinished steels (including lead and bismuth); (2) other
special quality carbon and alloy semifinished steels; (3) free-machining
(including lead and bismuth) hot-rolled bars and cut-length rods; and (4)

other special quality carbon and alloy hot-rolled bars and cut-length rods.%

43 petitioners’ arguments regarding the alleged inability of so-called Class 2
and 3 producers to qualify with large purchasers is contradicted by the
record. Hearing Tr. 160, 166-68, 172-73; Villares Posthearing Br. at 4-5,
exhibits 3-4; purchaser questionnaires; Raritan Posthearing Br., exhibit 7 at
5 § n. Nor is there any meaningful distinction between the manufacturing
processes of the different classes as six of the so-called Class 2 producers
have either ladle refining and/or vacuum degassing, and six have either ingot
casting capability and/or large bloom continuous casting capability.
Petitioners' Posthearing Br. at 24, table 4; Petitioners Prehearing Br. at 32.
Contrary to petitioners’ claims, the record suggests that many so-called Class
2 producers have careful secrap management programs, have high reduction ratios
for higher quality, billet and bloom cast, have extensive billet and bloom
testing, finishing and inspection capability, and produce a wide variety of
alloy and carbon steels to industry approved specifications. Comgare
Petitioners’ Prehearing Br. exhibit P-5 with Raritan’s Posthearing Br.

exhibit 7 at 4; see also Hearing Tr. at 193.

4 petitioners argue that coiled hot-rolled special quality bars should be
excluded from the like product. As in the preliminary investigations,
petitioners provide no evidence to support such an exclusion. See Preliminary
determination at 16 n. 52. 1In this final investigation, we adopt our
reasoning to include coiled bars and cut-length bars as set forth in the
preliminary determination at 16-17 in this final investigation. No new
evidence has been developed by any party which alters the Commission’s
preliminary determinations on this issue.

4 The like products numbered 2 and 4 above include high nickel alloy steels
and silicon manganese steels. Like products 1 and 2 include semifinished
steels consisting of billets, blooms and ingots that possess a rough surface
and do not meet the dimensional tolerances for special quality bar products.
(continued...)
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II. DOMESTIC INDUSTRIES AND RELATED PARTIES

Section 771(4)(A) of the Tariff Act of 1930 defines domestic 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.4®

In defining the domestic industry, the Commission may exclude those
domestic producers from the domestic industry who are "related parties." The
statute defines related parties as producers who are "related to the exporters
or importers, or are themselves importers of the allegedly . . . dumped
merchandise. "4’ 1In this investigation, Raritan is a substantial domestic
producer of semifinished other special quality steels who also purchased
subject imports of semifinished steels from an importer of record. Raritan's
large purchases of semifinished imports from Brazil throughout the period of
investigation constituted the dominant share of the importer’s imports.
Accordingly, it appears that the relationship between Raritan and the importer

of record is so close that Raritan is "related to . . . importers, or are

themselves importers" for the purposes of the related party provision.%8

45( .. .continued)

Not included within the four like products are merchant quality semifinished
and hot-rolled bars and rods, special quality coiled rods, special quality
large forged bars, stainless steels, and tool steels.

4619 U.S.C. § 1677(4)(A).

47 The Commission applies a two part test, first determining whether the
domestic producer meets the legal definition of a "related party" as set forth
in the statute. If the producer does meet the definition the Commission must
then determine whether "aﬁpropriate circumstances" exist to exclude the
producer from the domestic industry.

48 The leading Commission decision on this issue involving closely analogous
facts is Certain Carbon Steel Butt-Weld Pipe Fittings from China and Thailand,
(continued...)
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Having found that Raritan is a "related party," we next examine whether
"appropriate circumstances" exist for us to exclude it from the domestic
industry producing other special quality semifinished steels.*® Raritan
produces the considerable majority of the semifinished other special quality
steels it consumes to make wire rod in its own electric furnaces and rolling
mills. Raritan’s 1992 purchases of special quality semifinished steel
produced by Acominas were only a relatively small percentage of Raritan’'s

domestic special quality semifinished production.®® Furthermore, the

48( . .continued)

731-TA-520 and 521 (Final), USITC Pub. 2528 (June 1992) at 9-13 (holding as a
"related party" a domestic producer who was the principal domestic purchaser
of subject imports and who controlled the purchases of three importers who
were the importers of record for the subject imports, even though it had no
formal corporate affiliation with importers).

49 We traditionally have examined at least three factors in deciding whether a
related party is being "shielded" from the effects of subject imports and
determining that appropriate circumstances exist to exclude that party. Those
factors include:

(1) the percentage of domestic production attributable to the
importing producer;

(2) the reasons the U.S. producer has decided to import the
product subject to investigation, i.e., whether the firm benefits
from the LTFV sales or subsidies or whether the firm must import
in order to enable it to continue production and compete in the
U.S. market, and

(3) the position of the related producers vis-a-vis the rest of
the industry, i.e., whether inclusion or exclusion of the related
party will skew the data for the rest of the industry.

In addition, we have considered other factors, such as the ratio of import
shipments to U.S. production for each producer and the length of time that the
producer has been engaged in domestic production. See Torrington Co. v.
United States, 790 F. Supp. 1161 (CIT 1992) (affirming Commission’s application
of the related party provision).

50 Commissioner Rohr notes that the Commission obtained and could include in
its database the domestic production related activities of Raritan in the
semifinished other special quality products category that do not reflect in

' (continued...)
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principal reason for Raritan’s purchases of the semifinished steel was because
it could neither produce nor obtain domestically a distinct type of special
quality semifinished billets that would be an adequate substitute for the
Brazilian steel it was purchasing.’! 2 Accordingly, we find that there are
not appropriate circumstances to exclude Raritan from the definition of the
domestic industry producing other special quality semifinished steel products.
ITI. CONDITION OF THE DOMESTIC INDUSTRIES

A. Legal Standard and Conditions of Competition

In determining whether the domestic industries are materially injured by
reason of the LTFV imports, the statute directs that we consider "all relevant
economic factors which have a bearing on the state of the industry in the
United States.">3 These include output, sales, inventories, cépacity
utilization, market share, employment, wages, productivity, profits, cash
flow, return on investment, ability to raise capital and research and

development.> 55 No single factor is determinative, and we consider all

50( .. .continued)

any way its import operations. He notes that Raritan was unable to provide
any financial data for its semifinished products operations and so such
information is not included in its database and the question of whether that
might have reflected or not reflected the imports is moot. It is this factor,
which directly reflects the degree to which data might or might not be skewed,
on which he has principally relied in this investigation.

51 See discussion of this issue in §IV(B) infra.

2 Chairman Newquist’'s decision that appropriate circumstances do not exist is
based upon the other factors enumerated in footnote 49, including the fact
that the magnitude of the benefits to Raritan because of the LTFV imports do
not warrant exclusion. Sandvik AB v. United States, 721 F. Supp. 1322 (Ct.
Int’'l Trade 1989), aff'd, 904 F.2d 46 (Fed. Cir. 1990); Empire Plow Co. V.
United States, 675 F. Supp. 1348 (Ct. Int'l Trade 1987).

5319 U.S.C. § 1677(7)(C)(iii).
54 14.
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relevant factors "within the context of the business cycle and conditions of
competition that are distinctive to the affected industry."5®

We have consistently held that there is no statutory basis to exclude
captive production and shipments from our analysis of the condition of the
domestic industry in determining whether there is material injury to a

domestic industry by reason of the subject imports.®’ The statute directs us

to consider the condition of "the domestic producers as a whole of a like

55(...continued)

55 Commissioner Rohr deeply regrets that his colleagues have abandoned the
listing of the factors the Commission actually considers in its evaluation of
the condition of the industry for a mere recitation of the statute, which by
its own terms was never meant to be exclusive. For example, over the years
the Commission has recognized that there is no direct indicator called output
but rather such measurable "things" such as production and shipments.
"Profits" standing alone are usually meaningless unless evaluated in the
context of net sales, cost of goods sold, and other expenses. That is why the
Commission traditionally recognized that it was evaluating the "financial
performance" of the industry not merely its profits or just return on
investment. The traditional listing of the factors used by the Commission
included within its coverage everything that the statutory list includes and
more that the Commission in its experience over the last 15 years has found to
be relevant. Its statement reflected the way in which these indicators of the
industries condition were actually evaluated. To return to a rote recitation
of the words of the statute as though they were a talismanic charm is to
decrease the transparency of Commission decision-making and does the public a
major disservice. He hopes that in the future his colleagues will return to
explaining to the public what it is they actually do. '

56 19 U.S.C. § 1677(c)(iii).

57 See e.g., Flat-Rolled Steel Investigations, Inv. Nos. 701-TA-319-354
(Preliminary), Inv. Nos. 731-Ta-537-620 (Preliminary), USITC Pub. 2549 (August
1992) at 27-28. Petitioners argue that the Commission should assess the
condition of the domestic industry as well as causation of the semifinished
domestic industries by excluding "captive" production of special quality
semifinished steel, i.e., the special quality semifinished steel products that
are consumed by domestic producers to make special quality bars. Petitioners'’
Prehearing Br. at 10-11. Petitioners state that the "impact of imports should
be measured against trade sales of domestic product and apparent consumption
of product should be based upon trade sales of domestic and imported product."
Id. at 10. Petitioners provide no citations to any statute or legislative
history, Commission determinations, or other legal authority for their
positions.
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product" in the United States.”® However, we have noted in captive production
cases that imports under investigation may not affect open-market and captive
production the same way.’® We view the issue of captive consumption as a
condition of competition relevant for assessing the condition of the domestic
industries and for assessing causation issues .0

The Commission has identified at least 22 U.S. producers of free-
machining and other special quality semifinished products. Free-machining and
other special quality bars are manufactured by at least 20 U.S. producers.%!
Special quality steel semifinished products that fall under the scope of this

investigation can be, and are, used to produce products other than special

58 19 U.S.C. § 1677(C)(iii); See e.g., Calabrian Corporation v. United

States, Slip. Op. 92-69 (CIT 1992) at 18. We reject petitioners’ argument
that the Commission should limit its definition of the domestic industry
producing the like products to only data for part of the domestic industry
(Class 1 producers) because these producers constitute a "major proportion"
(in excess of 80 percent) of domestic production of special quality steels.
Petitioners rely on one portion of the language of definition of "industry" in
19 U.S.C. § 1677(4)(A) seeking to include only those producers "whose
collective output of the like product constitutes a major proportion of the
total domestic production of that product." This same argument has been
rejected by the Court of International Trade on several occasions. Copperweld
Corp. v. United States, 682 F.Supp. 552, 569 (CIT 1988); National Association
of Mirror Manufacturers v. United States, 696 F.Supp. 642, 647-48 (CIT 1988).

59 See e.g., Polyethylene Terephthalate Film, Sheet, And Strip from Japan, the
Republic of Korea, and Taiwan, Invs. Nos. 731-TA-458-60 (Preliminary), USITC
Pub. 2292 (June 1990). 1In addition, Commissioners Nuzum and Watson in the
preliminary determinations in the Flat-Rolled Carbon Steel investigations
stated that they view captive consumption as a condition of competition,
noting that "[c]learly imports do not compete with captive shipments in the
same way and to the same extent that they compete with merchant shipments."
Id., USITC Pub. 2549 at 189-90.

60 petitioners appear to have mislabeled the captive consumption issue as one
involving the composition or size of the database of the domestic industries.
As noted above, the Commission has no authority to limit the composition of
the domestic industry except pursuant to a related parties analysis.

61 Report 1-26.
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quality steel hot-rolled bars, specifically wire rods.®? Special quality
steel products are produced by both traditional integrated producers and non-
traditional (minimill) producers.63

The number of producers of special quality bars has changed in recent
years as facilities with electric arc furnaces and continuous casting
capabilities have increased.® Special quality steels produced in these
facilities were initially considered inappropriate for many uses. However,
acceptance of continuous-cast billets for production of special quality bars
is rapidly growing.®® Many traditional integrated producers of special
quality steel have adopted the production techniques of the non-traditional
(minimill) suppliers in an effort to retain their competitive position.%
Within the past five years, many purchasers of special qualify bars have

lowered their reduction ratio®’

requirements allowing them to purchase a
particular size bar that has been rolled from a smaller billet. This change

has effectively increased the number of bar producers able to meet purchasers'’

62 1d. I1-26. The term "special quality" is not used by the wire rod industry.
Preliminary Report, D-13.

63 1d. I-16 - 1-18. Petitioners have urged us to assess the condition of only
one portion of the domestic producers: those so-called Class 1 producers
producing special quality steel. For the reasons set forth in the discussion
above regarding like product, we decline to do so. In the final analysis, our
evaluation and judgment must relate to the domestic industry as a whole, not
its individual components. Copperweld Corporation v. United States, 682
F.Supp. 552, 569 (CIT 1988); see also United Engineering & Forging v. United
States, 779 F.Supp. 1375 (CIT 1991)("The focus of the ITC . . . is on whether
or not the domestic industry as a whole is experiencing material injury.").

64 See Economics Memorandum at 8-9.

65 Report 1I-16 - I1-18.

66 1d. 1-94.

67 See discussion of reduction ratios addressed infra in §IV(D).
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requirements and, therefore, has increased competition for sales to
purchasers .8

While there are some U.S. producers that purchase free-machining and
other special quality semifinished products for rerolling, the great majority
of semifinished products is produced by U.S. producers for internal
consumption.®’ These semifinished products are further processed to make hot-
rolled bar and wire rod. Such products are destined for use in free-
machining and other special quality bars and in wire rods.”®

Both domestic and subject free-machining and other special quality bars
are used in the automobile, heavy equipment, and farm machinery industries.”!
While large quantities of these steel products are sold directly t§ large
manufacturers to be further pfocessed for use in final products, significant
quantities are also sold to independent forgers, cold finisheré, steel
distributors, and other customers.’? Demand for these products depends
largely on the level of overall economic activity.” Producers and importers
have indicated that demand for these products has generally declined since
19859 as a result of the recession and the declining U.S. market share of the

major domestic auto producers.74 In general, weak demand in the domestic U.S.

automotive and construction sectors prior to and during 1991 contributed to

68 Report I-33.

6 1d4. 1-41.
70 14d.
7 1d. 1-19.
72 14.
314, 1-37.
7% 1-77.

B
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declines in apparent U.S. consumption of such products from the previous
year.”” Demand for these end use products increased in 1992, resulting in
increased sales of free-machining and other special quality hot-rolled bars.
These conditions establish a framework within which the four U.S.
industries discussed below were operating during the period of investigation.

B. Condition of the Four Domestic Industries’® 77

1. Domestic industry producing free-machining
semifinished products

Apparent U.S. consumption of free-machining semifinished products rose
4.5 percent between 1990 and 1992, first declining from 1.03 million short
tons in 1990 to 804,444 tons in 1991 (21.9 percent), and then increasing by
33.8 percent to 1.08 million tons in 1992.7® U.s. produceré"market share of
total apparent consumption by quan£ity fell from 93.4 percent in 1990 to 93.1

percent in 1991 and to 91.3 percent in 1992. TU.S. producers’' market share by

7 1d. 1-37.

76 We have reviewed petitioners’ arguments and the numerous tables and data
compilations concerning the condition of the domestic industry at pages 100-
119 of their prehearing brief, and at pages 6-10 of their posthearing brief.
However, we have been unable to place any reliance on these data or tables
because petitioners insisted on using their own database, not our database
which consists of all information on the record. The conclusions drawn by
petitioners from the assessment of their numbers and tables do not in many
instances reflect the data from the four like products set forth in the staff
report. Nor do petitioners provide any analysis of the conditions of the four
different domestic industries discussed herein.

7T Commissioner Rohr notes that the Commission has always based its decision
on what it has decided is the appropriate database based upon the specific
statutery parameters set by its like product and domestic industry decision.
Parties frequently make arguments based on data which is incomplete or based
on different parameters, and naturally the Commission will place less weight
or ignore arguments based on data other than that which it finds appropriate
to the particular investigation. There is nothing in this investigation which
is different from any other investigation in this regard.

78 1d. 1-41.
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value rose from 91.5 percent in 1990 to 92.0 percent in 1991, falling to 90.2
percent in 1992.7°

The capacity of the domestic industry producing free-machining
semifinished products decreased from 1.84 million tons in 1990 to 1.81 million
tons in 1991, and rose to 1.88 million tons in 1992.80 Capacity utilization
fell from 52.3 percent in 1990 to 41.6 percent in 1991, rising to 50.7 percent
in 1992.81 U.S. shipments by quantity declined by 22.1 percent between 1990
and 1991, but increased by 31.3 percent in 1992, resulting in a 2.2 percent
increase over the period. U.S. shipments by value declined 0.9 percent over
the period, falling 21.8 percent between 1990 and 1991 and rising 26.7 percent
in 1992.82 Productivity declined from 1990 through 1992.8%5 The average number
of production and related workers, hours worked, and total compensation paid
fell between 1990 and 1991, before rising in 1992.% Wages fell between 1990
and 1991 and rose in 1992. The average hourly wage for production and related
workers producing free-machining semifinished products rose steadily between

1990 and 1992.85

79 1d. I-41.

8 14. I-45, table 7.
81 1d4. 1-42.

82 1d4. 1-47, table 8.
8 1d4. 1-50, table 11.
8 1d.

8 14.
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Overall profitability in the free-machining semifinished product
industry, as measured by operating income for trade sales,8 was positive in
1990, turned negative in 1991, and worsened in 1992, while net sales declined
between 1990 and 1991 and rose in 1992.87 Gross profit declined steadily, and
there were significant losses in 1992.88 Operating income as a percentage of
net sales was positive in 1990, negative in 1991, and improved, but remained
negative in 1992.8° Capital expenditures by producers declined between 1990
and 1991, and fell further in 1992.9% Research and development expenses
increased between 1990 and 1991, before declining in 1992.91 92

2. Domestic industry producing other
special quality semifinished products

Apparent U.S. consumption of other special quality semifinished products
fell slightly from 6.23 million tons in 1990 to 5.96 million tons in 1991, and
rose to 6.21 million tons in 1992.93 U.s. producers’ market share of total
apparent consumption by quantity fell from 94.4 percent in 1990 to 91.9

percent in 1991, then rose to 92.9 percent in 1992. U.S. producers’ market

8 The only information on profitability obtained by the Commission was based
on trade sales, as financial data regarding captively consumed semifinished
products generally were not reported by the domestic producers of semifinished
products. Report I-57.

87 14. 1-57.

8 14.

89 14.

9 1d4. I1-65, table 25.
91 1d. I1-66, table 27.

92 Based on the factors noted above, Chairman Newquist and Commissioner Rohr
conclude that the domestic free-machining semifinished industry is currently
experiencing material injury.

93 1d. 1-41.
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share by value fell from 95.0 percent in 1990 to 93.5 percent in 1991 and
remained constant in 1992.%

The capacity of the domestic industry producing other special quality
semifinished products rose from 7.5 million tons in 1990 to 7.8 million tons
in 1992.%° Capacity utilization fell from 78.2 percent in 1990 to 70.0
percent in 1991, rising to 72.1 percent in 1992.% U.S. shipments by quantity
declined 7.0 percent between 1990 and 1991, but increased 5.4 percent in 1992,
resulting in a 2.0 percent decline over the period. U.S. shipments by value
declined 6.2 percent between 1990 and 1991 and 6.6 percent in 1992.97
Productivity fell between 1990 and 1991, before rising in 1992.%% The average
number of production and related workers, and hours worked fel} between 1990
and 1991, and fell further in 1992.%° Wages and total compensation paid fell
between 1990 and 1991, before rising in 1992. The average hourly wage for
production and relatedeorkers rose steadily between 1990 and 1992.100

Overall profitability in the other special quality semifinished
industry, as measured by operating losses for trade sales, worsened between
1990 and 1991 and improved in 1992, while net sales declined throughout the

period. 10 Operating losses as a percentage of net sales increased between

% 1d. I-41.

9% 1d. I-43, table 7.
% 1d. 1-42.

9 1d. 1-47, table 8.
98 1d. I-50, table 11.
9 1d.

100 14,

01 1d. 1-61.
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1990 and 1991, before decreasing in 1992.'%2 Capital expenditures by producers
declined between 1990 and 1991, falling further in 1992.'9 Research and
development expenses increased between 1990 and 1991, before declining in

1992 . 104 105

3. Domestic industry producing
free-machining bars and cut-length rods

Apparent U.S. consumption of free-machining bars fell 0.3 percent
between 1990 and 1992, declining from 910,501 tons in 1990 to 741,903 tons in
1991 (18.5 percent), before rising 22.3‘percent to 907,674 tons in 1992106
U.S. producers’ market share of total apparent consumption by quantity fell
from 85.3 percent in 1990 to 81.0 percent in 1991, before rising to 84.5
percent in 1992. U.S. producers’ market share by value fell from 86.2 percent
in 1990 to 81.8 percent in 1991, rising to 84.8 percent in 1992.107

The capacity of the domestic industry producing free-machining bars fell
from 1.29 millon tons in 1990 to 1.26 million tons in 1992108 Capacity
utilization fell from 60.7 percent in 1990 to 47.5 percent in 1991, before

rising to 63.2 percent in 1992.'% U.S. shipments by quantity declined by 22.6

102 714, 1-61, table 20.

03 1d. I-65, table 25.

104 1d. 1-66, table 27.

105 Based on the factors noted above, Chairman Newquist and Commissioner Rohr
conclude that the domestic industry semifinished other special quality
industry is currently experiencing material injury.

106 14. 1-41.

107 14. 1-40, table 5.

108 14, 1-45, table 7.

109

B
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percent between 1990 and 1991, but rose by 27.6 percent in 1992, resulting in
a 1.2 percent decline over the period. U.S. shipments by value declined 22.6
percent between 1990 and 1991, but rose 23.6 percent in 1992, resulting in a
4.3 percent decline over the period.1%? Productivity in the free-machining bar
industry fell between 1990 and 1991, before rising in 1992.7'"" The average
number of production and related workers, hours worked, wages'and total
compensation paid, and average hourly wage for production and related workers
fell between 1990 and 1991, before rising in 1992.112

Overall profitability in the free-machining bar industry, as measured by
operating losses, improved by 8.8 percent between 1990 and 1991, then declined
13.3 percent in 1992. Net sales declined 22.9 percent between 1990 and 1991,
and then increased by 24.7 percent between 1991 and 1992.113 Oberating losses
as a percentage of net sales worsened from 7.6 percent in 1990 to 8.9 percent
1991, before improving to 8.2 pefcent in 1992.1% capital expenditures
declined between 1990 and 1991, falling further in 1992.15 Research and
development expenses remained constant befween 1990 and 1991, before declining

in 1992 16 17

110

Id. I-46, table 9.
M 1d4. 1-50, table 11.
12 14.

13 14. 1-53.

14 14,

5 14. 65, table 25.
116 Id. 66, table 27.

17 Based on the factors noted above, Chairman Newquist and Commissioner Rohr
conclude that the domestic free-machinizing bar and cut-length rods industry
is currently experiencing material injury.
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4. Domestic industry producing other special quality
bars and cut-length rods

Apparent U.S. consumption of other special quality bars fell 1.9 percent
over the period, decréasing from 4.38 million tons in 1990 by 4.6 percent to
4.18 million tons in 1991,>and then rising 2.8 percent to 4.30 million tons in
1992."8 U.S. producers’ market share of total apparent consﬁmption by
quantity fell from 96.9 percent in 1990 to 95.6 percent in 1991, rising to
95.8 percent in 1992. U.S. producers’ market share by value fell from 96.9
percent in 1990 to 95.8 percent in 1991 to 95.7 percent in 1992.17

The capacity of the domestic industry producing other special quality
bars rose from 5.6 million tons in 1990 to 5.7 million tons in 1992.120
Capacity utilization fell from 76.5 perceﬁt in 1990 to 70.4’percent in 1991,
rising to 73.2 percent in 1992.%21 u.s. shiéments by quantity declined 5.9
percent between 1990 and 1991, but rose by 3.0 percent in 1992, resulting in a
3.0 percent decline over the period. U.S. shipments by value declined 7.8
percent between 1990 and 1991 and 0.3 percent in 1992.122 Productivity in the
other special quality bar industry rose 8.8 percent over the pegiod of
investigation.'?® The average number of production and related workers, hours

worked, and total compensation paid for the other special quality bar industry

8 14. 1I-41.

119 14. 1-40, table 5.

120 1d4. 1-45, table 7.
121 Id.
122 1d. 1-46, table 9.
123 1d.
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fell between 1990 and 1991, falling further in 1992.'% Total wages and the
average hourly wage for production and related workers fell between 1990 and
1991, before rising in 1992.1%

Overall profitability in the other special quality bar industry, as
measured by operating income, fell from $95.5 million in 1990 to $19.7 million
in 1991, rising to $59.7 million in 1992. Net sales declined from 3.08
million tons in 1990 to 2.88 million tons in 1991, before rising to 2.92
million tons in 1992.7%6 Operating income as a percentage of net sales
declined from 6.4 percent in 1990 to 1.4 percent in 1991, rising to 4.4
percent in 1992.'%7 cCapital expenditures declined between 1990 and 1991,
falling further in 1992.'22 Research and development expenses increased
between 1990 and 1991, before declining in 1992129 130
IV. NO MATERIAL INJURY BY REASON OF LTFV AND'SUBSIDIZED IMPORTS

In determining whether the domestic industry is materially injured by
reason of the imports under investigation, the statute directs us to consider:

(I) the volume of imports of the merchandise which is the subject
of the investigation; ‘

(II) the effect of imports of that merchandise on prices in the
United States for like products; and

126 14. 1-50, table 11.

126 19, 1-56, table 14.

128 1d. 65, table 25.

129 14. 66, table 27.

130 Based on the factors noted above, Chairman Newquist and Commissioner Rohr
conclude that the domestic hot-rolled other special quality bar and cut-

length rods industry is currently experiencing material injury.
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(III) the impact of imports of such merchandise on domestic
producers of like products, but only in the context of production
operations within the United States.'3!

In making this determination, we consider "such other economic factors
as are relevant to the determination . . . ."'32 However, we do not weigh

causes . 133 134 135 136

13119 U.S.C. § 1677(7)(B)(i).
13219 U.Ss.C. § 1677(7)(B)(ii).

13%5ce, e.g., Citrosuco Paulista, S.A. v. United States, 704 F. Supp. 1075,
1101 (CIT 1988).

134 Chairman Newquist, Commissioner Rohr, and Commissioner Nuzum have noted
that the Commission need not determine that imports are "the principal, a
substantial or a significant cause of material injury." S. Rep. No. 249, 96th
Cong., lst Sess. 57 and 74 (1979). Rather, a finding that imports are a cause
of material injury is sufficient. E.g., Metallverken Nederland, B.V. v.
United States, 728 F. Supp. 730, 741 (CIT 1989); Citrosuco at 1101.

135 Vice-Chairman Watson'’s views on the proper standard of causation are set
out in Ferrosilicon from Russia and Venezuela, Inv. Nos. 303-TA-23(Final) and
731-TA-568 and 570 (Final), USITC Pub. 2650 (June 1993) at 312 n.128.

136 Commissioner Brunsdale and Commissioner Crawford note that the statute
requires that the Commission determine whether a domestic industry is
"materially injured by reason of" the allegedly LTFV and subsidized imports.
Many, if not most, domestic industries are subject to injury from more than
one economic factor. Of these factors, there may be more than one that
independently is causing material injury to the domestic industry. It is
assumed in the legislative history that the "ITC will consider information
which indicates that harm is caused by factors other than the less-than-fair-
value imports." S. Rep. No. 249 at 58, 75. However, the legislative history
makes it clear that the Commission is not to weigh or prioritize the factors
that are independently causing material injury. Id. at 57, 74; H.R. Rep. No.
317 at 47. The Commission is not to determine if the allegedly LTFV and
subsidized imports are "the principal, a substantial or a significant cause of
material injury." S. Rep. No. 249 at 57, 74. Rather, it is to determine
whether any injury "by reason of" the allegedly LTFV and subsidized imports is
material. That is, the Commission must determine if the subject imports are
causing material injury to the domestic industry. "When determining the
effect of imports on the domestic industry, the Commission must consider all
relevant factors that can demonstrate if unfairly traded imports are
materially injuring the domestic industry." S. Rep. No. 71, 100th Cong., 1lst
Sess. 116 (1987) (emphasis supplied).
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In determining whether there is material injury by reason of the LTFV
imports, the statute directs us to consider "wbether the volume of imports of
the merchandise, or any increase in that volume, either in absolute terms or
relative to production or consumption in the United States, is significant."'37
With respect to price, the statute directs us "to consider whether . . . there
has been significant price underselling by the imported merchandise."138 The
statute also requires us to consider whether "the effect of imports .o
otherwise depresses prices to a significant degree or prevents price
increases, which otherwise would have occurred to a significant degree."3%et
forth below is our analysis of causation issues regarding each of the four

domestic industries.

A. Free-machining semifinished products

We find that LTFV subject imports of free-machining semifinished
products were not significant and had no significant volume effect on the
domestic industry throughout the period of investigation.%? Imports of
subje;t steel products from Brazil remained low over the period of

investigation, both absolutely and relative to consumption.'! The subject

137 19 U.s.C. § 1677(7)(C)(i).
138 19 U.S.C. § 1677(C)(ii)(I).
139 19 U.S.C. § 1677(C)(ii)(II).

140 pata regarding the import share of apparent domestic consumption of free-
machining semifinished products are confidential.

141 petitioners argue that Commission data significantly understate import
penetration, and that these data should be calculated using official import
statistics. The Commission declines to use these data due to their misleading
nature: Official U.S. imports from Brazil include nonsubject imports of lead
and bismuth steel, and consequently, Brazilian imports’ share of U.S.
consumption is overstated; official statistics do not reflect Commerce'’s
classification of all Villares product as bars, and as a result, semifinished
(continued...)
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import share of apparent domestic consumption’bf free-machining semifinished
products rose between 1990 and 1991, but declined significantly in 1992 to a
level considerably below that at the beginning of the period of
investigation.142

We also find no significant adverse price effects by the subject
imports.'3 The limited evidence in the record indicates that the subject
imports are relatively good substitutes for the domestic like products.144
However, these imports competed directly only with those domestic semifinished
products in the non-captive market, which constituted only a small fraction of

the production of the domestic industry.""'s"”6 Only three U.S. producers of

free-machining semifinished steels reported open market sales of these

141, . .continued)

imports from Brazil are overstated and bar imports are understated; finally,
the HTS breakdown does not allow separate compilation of these statistics for
free-machining and other special quality steel semifinished products. July
24, 1993 Memorandum to the Record in Inv. No. 731-TA-572 (Final) from
Stephanie Kaplan, investigator. We note that despite these qualificationmns,
import penetration of Brazilian semifinished products and bars throughout the
period is not substantially different from their share of the quantity of U.S.
consumption calculated from data reported in the Commission’s questionnaires.

142 The preliminary bond requirements were imposed by Commerce on January 11,
1993, following the Commission’s affirmative preliminary determination.

Report I-3. The time period of the most recent data used in this
investigation is through the end of 1992. Accordingly, while we are cognizant
of the possibility of distortions of data resulting from the filing of a
petition, we do not believe that such distortions exist in the data used for
this investigation.

143 No pricing data were collected for free-machining semifinished products.
144 Economics Memorandum at 19.

145 Report 1-47, table 8.

146 Chairman Newquist, Commission Rohr, and Commissioner Nuzum emphasize that
by stating that the imports "compete directly" with only a segment of the
imports they are not drawing any conclusion that such imports might or might
not have effects on that portion of market with which it does not "compete

directly."
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products, while seven domestic producers consumed all of their production of
free-machining steels. No domestic producer identified any particular adverse
price effects specifically caused by imports of semifinished free-machining
steels.’ Nor did any domestic producer provide any evidence of lost sales or
lost revenues from the subject imports.'™8 1In light of the conditions of
competition in this industry, we find that the volume of subject imports of
free-machining semifinished steel is too small to have had any significant
price suppressing or depressing effects.14?

Based on the foregoing, the very small level of free-machining
semifinished imports, particularly in the last year of the period of
investigation, and the absence of persuasive evidence that the subject imports
caused significant price depression or suppression of.domesticgprices, we

determine that the domestic industry producing free-machining semifinished

steel products is not materially injured by reason of the LTFV imports . 130

47 In this regard, we have carefully reviewed all producer questionnaire
responses, as well as the evidence presented by petitioners. See e.g.,
Petitioners’ Post-Conference Br., proprietary exhibits 2-3; Petitioners’
Prehearing Br., tables 5-8 at 78-79, 81-82.

148 1d.

149 Yhile the unit values of domestic free-machining semifinished products, as
well as the subject imports, declined during the period of investigation, the
unit values of Brazilian semifinished imports were higher than comparable unit
values for domestic semifinished imports. We have placed no reliance on such
unit values given the difficulty expressed by petitioners and other domestic
producers in calculating values for captively consumed special quality
semifinished steel and the substantial difference in Brazilian unit values
between landed, duty-paid imports and U.S. importers’ U.S. shipments of
imports.

150 Commissioner Brunsdale and Commissioner Crawford note that the dumping
margin in this case is 19.67 percent. Even if they make the assumption most
favorable to petitioner and find that no subject imports would be sold in the
U.S. market at fairly traded prices, they would not find material injury by
reason of dumped imports. Domestic producers would not have been able to
(continued...)
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B. Other special quality semifinished products151

We find that the LTFV subject imports of other special quality
semifinished products were not significant and had no significant volume
effect on the domestic industry throughout the period of investigation. The
subject imports’ share of apparent domestic consumption of other special
quality semifinished products by value and volume rose slightly over the
period of investigation. However, the import penetration level, even in 1992,
was not significant.

Substantially all of the subject imports of other special quality
semifinished products are imported for Raritan and produced by the Brazilian
producer Acominas.'? We find that the specific rimmed and low residual
steels, made by basic oxygen furnaces (BOF) and ingot castiné; produced by
Acominas, and purchased by Raritan, were not available from domestic sources

during the period of the investigation. Stringent product specifications from

15‘)( ...continued)

increase theilr prices even if subject imports had been fairly traded and sold
at prices 19.67 percent higher. Purchasers could have turned to fairly traded
imports to avoid the price increase. Moreover, with the significant excess
capacity in the domestic industry, some producers could have expanded their
production to satisfy demand of purchasers seeking to avoid the price
increase. The significant excess capacity in the domestic market and the
presence of fairly traded imports make it very unlikely that this extremely
small volume of subject imports had any adverse effect on domestic prices.

131 Petitioners claim that the Commission’s data improperly treat Acominas’
products as semifinished, not bars. Commerce determined that Acominas’
products, while having some bar characteristics, did not meet bar tolerances
and otherwise were semifinished products. Based on the information obtained
in this investigation, we have also treated such products as semifinished.
Report I-11 - I-12.

152 Chairman Newquist's negative determination of material injury by reason of
LTFV imports of other special quality semifinished products from Brazil is
based primarily upon the absence of significant volume and price effects of
the subject imports. Chairman Newquist also notes that the unavailability of
special quality semifinished products required by Raritan has been
exceptionally well-documented in this investigation.
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Raritan’'s customers in the tire cord and cold-heading industries support
Raritan’s assertion that its customers demand. and specify rimmed steel and low
residual steel made by BOF and ingot casting.'®® Raritan also presented
evidence of five successful short supply requests to Commerce during the
period of the VRAs in 1988 and 1989.'°% At present, Raritan continues to be
unable to find domestic sources for the rimmed and low residual, BOF steel
produced by Acominas to satisfy their customers’ requirements.1%>

We consider it significant that representatives from petitioners
admitted they had not produced rimmed steel or BOF steel for sale and had not
offered such steel for sale to Raritan.'® The record indicates that Raritan
officials stated that Timken and Republic sales officials never offered to

provide Raritan with the BOF and rimmed steels of the type produced by

153 See invoices and specifications attached to Exhibit 7 to Raritan's
Posthearing Brief. Petitioners'’ witnesses admitted at the hearing that
domestic steel producers such as Raritan and petitioners "must meet the users’
requests whatever they may be . . . [i]n other words, we sell basically on a
fitness for use basis ." Hearing Tr. at 67-69. 1In light of this testimony
and Raritan’s customers’ specifications referenced above, we find it curious
that petitioners’ metallurgists would assert in their posthearing submission
that Raritan’s product specifications "appear overly restrictive. . ."
Petitioners' Posthearing Br., Answers to Questions, Exhibit 6 at 1; see also
Raritan Prehearing Br. exhibits 1 and 2; Raritan Posthearing Br. exhibits 6.

154 1d. at 7-10, exhibit 5. Exhibit 5 contains a comprehensive chronology of
the requests to and decisions of Commerce relating to the short supply
requests. In particular, we note that Commerce indicated that it regularly
performed a survey of domestic producers of hot-rolled carbon steel at each
request to determine if any produced the special quality semifinished product
sought by Raritan. At no time did Commerce determine that there was any such
domestic production available for Raritan’s needs. Moreover, Commerce
specifically rejected some of the same arguments now raised by petitioners’
metallurgists when granting Raritan’s short supply requests.

155 Report I-35 - I-37. We note that other confidential information regarding
the effects of this investigation support the unavailability of any domestic
sources for the Acominas billets purchased by Raritan. Report I-36.

156 Hearing Tr. at 57.
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Acominas even though (1) Timken provides Raritan with other types of steel and
(2) Raritan met with Timken and Republic officials to review all of Raritan's
semifinished needs.'”

Because substantially all of the subject imports were products for which
there was no domestic product that could be substituted, we find that such
imports had no adverse price effects on the domestic industry producing
special quality semifinished steel. The subject imports were not close
substitutes for the domestic like products. Thus, the rimmed and low residual
BOF special quality semifinished imports from Acominas had no significant
ihpact on the price of any other types of special quality semifinished steels,
such as alloy steels or carbon steels made by electric arc furnaces and

continuous casting processes.158159

157 Hearing Tr. 125; see also Raritan Posthearing Br., exhibit 6. 1In assessing
the credibility of the competing affidavits of Raritan and the petitioners on
this issue, we note that Raritan -- not Timken or Republic -- has been dealing
with Raritan’s customers’ requirements for particular steel in rods
applications on a daily basis since the late 1970s. By contrast, there is no
evidence that the Timken and Republic metallurgists have experience in rimmed
steel substitutes in rods applications. Their joint affidavit only references
knowledge of such substitutes in flat-rolled products. Accordingly, the broad
assertion by petitioners’ metallurgists that "[t]here is no reason to assume
that substitute products are not equally feasible in wire rods applications”
has not been awarded much weight.

158 The only pricing data for other special quality semifinished steel involved
product 1. It showed substantial margins of underselling by the subject
imports. Report I-90. However, the domestic products covered by this pricing
comparison include all types of semifinished carbon special quality products
with the exception of free-machining semifinished products. The vast majority
of these subject imports captured by this pricing comparison were the Acominas
billets purchased by Raritan. Given our finding that there was no comparable
domestic production of these steels, this pricing series has no probative
value for assessing any price suppressing or depressing effects of the subject
imports.

59 Commissioner Rohr concurs with his colleagues, but notes that he does not
base his conclusion solely on the substitutability of the products. He finds

that the record as a whole contains no evidence of such effects.
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Because of the lack of substitutability, subject imports did not have a
significant depressing or suppressing effect on domestic prices. In addition,
there 1s no evidence of a price depressing effect by such imports as domestic
weighted-average prices for domestic semifinished other special quality
products remained exceptionally stable during January 1990-December 1992,
fluctuating very slightly.'® At the same time, prices of the subject imports
generally increased over the period of investigation. No lost sales
allegations were made about other special quality semifinished products.

Based on the foregoing, we find that the domestic industry producing
semifinished other special quality products is not materially injured by
161 .

reason of the LTFV imports.

C. Free-machining bars

We find that LTFV subject imports of free-machining bars and cut-length
rods were not significant and had no significant volume effect on the domestic
industry throughout the period of investigation. The subject imports were
minuscule in terms of volume, value, and market share throughout the period of
investigation.

We also find no significant adverse price effects by the subject

imports.12 The limited evidence in the record indicates that the subject

160 1d. 1-89.

161 Commissioner Brunsdale and Commissioner Crawford note that the dumping
margin in this case is 19.67 percent. While there is little substitutability
between subject imports and the domestic like product in this case, even if
they assumed that no subject imports would be sold in the U.S. market at
fairly traded prices, they would not find material injury by reason of dumped
imports. Because the domestic industry does not produce products that can be
substituted for substantially all of the subject imports, they would not have
been able to increase their prices even if subject imports had been fairly
traded and sold at prices 19.67 percent higher.

162 No pricing data were collected for free-machining bars.
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imports are relatively good substitutes for the domestic like products . 163
However, no domestic producer proVided any evidence of lost sales or lost
revenues from the subject imports.'™ Nor is there any persuasive evidence
that specifically links the subject imports to any significant price
depressing or suppressing effects on the domestic free-machining bar and cut-

length rod industry.16®

In light of the conditions of competition in this
industry, we find that the volume of subject imports of free-machining
semifinished steel is too small to have any significant price suppressing or
depressing effects.

In sum, we find that given the minuscule level of subject imports, and
the absence of any information in the record suggesting that such a minuscule
volume has any adverse price éffects, the domestic industry p?oducing free-

machining bars and cut-length rods is not materially injured by reason of the

LTFV imports.166

163 Economics Memorandum at 19.

164 One U.S. producer mentioned a lost sale allegation on free-machining grade
1100, but provided no specific data regarding the purchaser, the shipment
size, the date of the alleged lost sale, or to whom the sale was lost.
Questionnaire response. We have carefully reviewed the domestic producer
questionnaire responses as well as evidence submitted by petitioners which
contains information relating to price effects of other special quality
subject imports, but found nothing regarding subject imports of free-machining
bars and cut-length rods. See Petitioners’ Postconference Br., proprietary
exhibits 2-3; Petitioners’ Prehearing Br. tables 5-8, at 77-78, 81-82.

165 1d.

166 Commissioner Brunsdale and Commissioner Crawford note that the dumping
margin in this case is 27 percent. They also note that there is excess
domestic capacity in the free-machining bar market and a substantial quantity
of fairly traded imports. Domestic producers would not have been able to
increase their prices even if subject imports had been fairly traded and sold
at prices 27 percent higher. Purchasers could have turned to fairly traded
imports to avoid the price increase. Moreover, with the significant excess
capacity in the domestic industry, some producers could have expanded their
(continued...)
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D. Other special quality bars

We find that LTFV imports of other specigl quality bars were not
significant and had no significant volume effect on the domestic industry
throughout the period of investigation. The volume and value of subject
imports of other special quality bars as a percentage of apparent domestic
consumption were low throughout the period of investigation. The absolute
volume of the subject imports declined over the period of the investigation.
Domestic producers retained over 95 percent of market share over the period of
investigation.!®’ Although subject imports increased between 1990 and 1991,
they declined in 1992 to approximately the same level as the beginning of the
investigation.

Prices of domestically-produced other special quality bars, as reported
by purchasers, fluctuated within relatively narrow ranges during 1990-92.168
Several products showed moderate price declines, while others were more
stable. Similarly, average prices reported for Brazilian products fluctuated

within small ranges or had slightly declining trends.'®® Prices for the one

166( . . continued)

production to satisfy demand of purchasers seeking to avoid the price
increase. Given these facts and the analysis above, they find that the
minuscule quantity of subject imports from Brazil did not adversely affect

domestic prices.
167R.eport I-41.

168 14. 1-88 - 1-89, tables 43-47. In this final investigation we have relied
primarily on price data collected from purchasers. The Commission did not
obtain complete pricing data from a full range of domestic producers and only
obtained importers’ data from a small number of importers. By contrast, the
purchasers’ questionnaire pricing data were much more complete.

169 1d.
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domestic product for which no Brazilian imports were reported also declined
significantly in the last quarter of 1992.'70
The record indicates that imports of other special quality bars and cut-

length rods are relatively good substitutes for domestic other special quality

17

bars. Purchasers, producers, and importers generally regard the domestic

and subject imports of other special quality bar products from Brazil as
similar in quality and substitutable.'??
As we noted in the preliminary determination, the parties indicate that

domestic hot-rolled special quality bars typically sell at a 5 to 8 percent

price premium over subject imports, reflecting in part shorter lead times .1

Petitioners acknowledged the existence of this price premium:

[d]omestic producers were expected to come within approximately 1% up to
8% (e.g., "striking distance") of the lowest price quote. This premium
over the lowest-priced competitor is tolerated as a matter of
convenience: there is no need to deal with exchange rates, foreign
languages, . . . longer delivery schedules, and different ways of
arranging business transactions. 17

Another U.S. purchaser indicated that its "price‘objective was to go to Brazil
any time their price was at least ten percent lower than the prevailing
domestic pricé."175

The pricing data provided by purchasérs of other special quality bars

indicate that prices for Brazilian other special quality prbducts were lower

170 14. 1-89, table 48.

171 Economics Memorandum at 17.

172 14, 1-85.

113Preliminary determination at 34.

174 petitioners’ Posthearing Br. at 59 n.10.
175 14. at 59.
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in 35 out of 45 pricing comparisons.!”® However, the margins of underselling
generally were small, with 34 out of 35 comparisens below 10 percent, and many
below 5 percent.'” If the 1 to 8 percent price premium for domestic other
special quality bars is factored into the pricing analysis, then the
relatively small margins of underselling by the Brazilians become even less
significant.178 179 180

In assessing whether these pricing data demonstrate that prices of
domestic other special quality bars were depressed or suppressed by the
subject imports, we note that petitioners admitted that there were a number of
domestic "minimills" offering other special quality bar products at
"discounted prices in their attempts to lure business away from" the
integrated U.S. producers.181lSeveral U.S. purchasers confirmed that new
domestic entrants and existing participants that expanded their préduction

lines were aggressively pricing other special quality bars to undercut

consistently prices of both domestic traditional mills and the Brazilian

176 Report I-91. The subject imports undersold the domestic product in
essentially all price comparisons based on data reported by U.S. producers and
importers.

177 1d. 1-88 - I-89, tables 43-47.

178 petitioners argue that the Brazilian producers have further reduced prices
by offering generous credit or roll and hold terms. Petitioners’ Prehearing
Br. at 61-62. We place little weight on these factors for the reasons set
forth in the Economics Memorandum at 20-21.

79 Chairman Newquist does not concur in this observation.

80 Commissioner Nuzum notes that the fact that domestic producers may be able
to obtain some price premium compared with importers does not negate the
possibility of adverse price effects by the imports.

181 petitioners’ Prehearing Br. at 40.
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subject imports, particularly in the latter portion of the period of
investigation.'8

The emergence of new domestic entrants and the expansion of existing
domestic producers into the special quality bar market, most of whom primarily
produce special quality bars by continuou$ casting methods, were facilitated
by the changes in reduction ratio specifications by a number of large U.S.
purchasers.' The changes iﬁ reduction ratio specification have allowed more
and more continuous cast producers to become approved suppliers in the
finished special quality bar market.'® These developments are reflected in
changes in the relative shares of non-traditional and reconstituted mills in
the special quality bar market from 1990 to 1992.%

Large U.S. purchasers réported that a number of domestic producers have

recently made continuous casting improvements which have substantially

increased the number of domestic producers capable of being qualified in the

182 Hearing Tr. at 160-172; Villares’ Prehearing Br. at 34-40.

183 Hearing Tr. at 163-65, 175. Prior to 1990, most large U.S. purchasers of
bars required and specified a relatively high "reduction ratio"” of 10:1 in
order to achieve the internal quality characteristics of the finished product.
Thus, to achieve such a ratio, the surface area of the semifinished. product
would have to be ten times larger than the surface area of the finished bars.
As a practical matter, this meant that only those producers of special quality
bars with ingot casting or very large bloom casters could produce many sizes
of special quality bars. Domestic producers with continuous casters which
could only produce a semifinished billet of six inches in diameter or less
could not compete in the considerable majority of other special quality bar
sales. However, beginning around 1990, a number of large domestic purchasers
changed their reduction ratio specifications to accept the use of special
quality bars rolled from smaller blooms and billets produced by the continuous
cast methods. Id. Report I-46; Purchaser questionnaires and submissions;
Villares Prehearing Br. at 25; Petition, exhibit 9, Timken Sales Report June
29, 1989, at 2, 49 3-4.

184 yillares Prehearing Br. at 25.

85 1d. at 29, exhibit 3.
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other special quality bar market.'® For example, petitioner Timken recently
commenced production of special quality steels with a continuous caster.
These new entrants to the market have become increasingly competitive, to the
point of underselling the subject Brazilian imports.'®” Acceptance of lower-
cost domestically produced continuous cast product has resulted in substantial
declines in purchases of Brazilian imports in 1992, with domestic producers
garnering the business.!®

The record supports several of petitioners’ allegations of lost sales
and revenues of other special quality bars during the 1990-91 period.'®
However, no such allegations for 1992 were confirmed by the Commission. Large
U.S. purchasers cited in allegations of lost sales and revenues covering the
latter portion of the period of investigation confirmed that Brazilian imports
increasingly have become less competitive with domestic producers.'90
Accordingly, while the record does contain some evidence of lost sales and
revenues, considering the absence of volume and price effects attributable to

the subject imports, these lost sales and revenues do not appear to

186 see generally, Hearing Tr. 158-174.

87 Hearing Tr. at 158-62 (Norris Cylinder, since the last quarter of 1990,
reported that non-Brazilian suppliers sold special quality products at a lower
price than the Brazilians), 162-67 (Eaton Corporation, in 1992 and 1993,
replaced most of the contract tonnage previously purchased from Brazil with
lower priced domestic products).

188 1d. 1-94.
189 petitioners’ Prehearing Br. at 80-82; Report I1-92, I-94 - I-96.
190 14, 1-92, I-94 - I-96.
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demonstrate more than a de minimis price suppressing or depressing effect on
the domestic industry as a whole.'”!

In sum, based on the foregoing, and in particular the small and
declining volume of other special quality bar imports, the lack of any
significant price depressing or suppressing effects of imports on the domestic
industry, and the existence of aggressive competition within the domestic
industry, we find that the domestic industry producing other special quality
hot-rolled bars and cut-length rods is not materially injured by reason of the
LTFV imports.192
V. NO THREAT OF MATERIAL INJURY

We further determine that there is no threat of material injury to the
relevant U.S. industries by reason of LTFV imports of speciél quality
semifinished products and special quality bars and cut-length rods from
Brazil. Section 771(7)(F) of the Act directs the Commission to consider
whether a U.S. industry is threatened with material injury by reason of the

subject imports "on the basis of evidence that the threat of material injury

- 191 Commissioner Brunsdale and Commissioner Crawford do not rely on anecdotal
evidence that competition from imports caused domestic -producers to lose
particular sales or forced them to reduce their prices on other sales in
reaching their determinations.

192 Commissioner Brunsdale and Commissioner Crawford note that the dumping
margin in this case is 27 percent. Even if they assumed that no subject
imports would be sold in the U.S. market at fairly traded prices, they would
not find material.injury by reason of dumped imports. Domestic producers
would not have been able to increase their prices even if subject imports had
been fairly traded and sold at prices 27 percent higher. Purchasers could
have turned to fairly traded imports to avoid the price increase. Moreover,
with the significant excess capacity in the domestic industry, some producers
could have expanded their production to satisfy demand of purchasers seeking
to avoid the price increase. Domestic producers’ excess capacity and the
presence of fairly traded imports make it very unlikely that this extremely
small volume of subject imports had any adverse effect on domestic prices.
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is real and that actual injury is imminent."'® Under the statute,!% we are
required to consider a number of criteria addressed below with respect to each
of the four domestic industries. While an analysis of the statutory threat
factors necessarily involves projection of future events, "[s]uch a
determination may not be made on the basis of mere conjecture or

supposition."19®

In addition, we must consider whether dumping findings or
antidumping remedies in markets of foreign countries against the same class of
merchandise suggest a threat of material injury to the domestic industry.!%
While we analyze threat of material injury with respect to each of the
four domestic industries, the data regarding Brazilian production capacity,
production, and capacity utilization are available only for subject special
quality semifinished (combiniﬁg non-lead and bismuth free-machining and other
special) and subject special quality bar (combining non-lead and bismuth free-
machining and other special quality) breakouts. The absence of such data

breakouts has no impact on our analysis.

A. Free-machining semifinished products

Brazilian productive capacity for all special quality semifinished
products increased by a small amount during 1990-91 and rose by a slightly

larger, but still small percentage between 1991 and 1992.'" This increase was

19319 U.S.C. § 1677(7)(F)(ii).
194 see 19 U.S.C. § 1677(7)(F)(iii).
19519 U.S.C. § 1677(7)(F)(ii). See also S. Rep. No. 249, 96th Cong., lst

Sess. 88-89 (1979); Metallverken Nederland B.V. v. United States, 744 F. Supp.
281, 287 (CIT 1990).

196 19 U.S.C. § 1677(7)(F)(iii)(I). This antidumping investigation does not
involve subsidies or agricultural products.

197 Report I-69.
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due to one Brazilian producer that does not produce free-machining
semifinished steels. The percentage of total Brazilian special quality
semifinished production exported to the United States and the percentage of
all Brazilian exports shipped to the United States were small during the
period of investigation.'9® Accordingly, we do not find'that the scale of
Brazilian operations is sufficiently large that this increase in capacity is
"likely to result in a significant increase in imports of the merchandise to
the United States."

Market penetration of subject imports corresponding to the like product
did not "rapidly increase" between 1990 and 1992. Imports of free-machining
semifinished products from Brazil decreased over the period of
investigation.'? No evidence presented by petitioners suggests that this
small level of imports is likely to increase to injurious levels in the
immediate future.

We find no probability that imports of free-machining semifinished
products from Brazil will enter the United States in the immediate future at
prices that will have a suppressing or depressing effect on U.S. prices. This
conclusion is based on our finding in the causation analysis above that the
subject imports have no present effect on prices. No credible evidence has
been presented which indicates that imports will have an adverse price effect
in the immediate future.

The record does not suggest any substantial increase in inventories of

the subject imports in the United States. Inventories of imports from Brazil

198 Report 1-69, table 28.
199 1d4. 1-78, table 35.

49



of free-machining semifinished steel were not a factor throughout the period
of investigation.200 |

Brazilian producers of special quality semifinished had unused capacity
which increased somewhat during the period of invest:igat:ion.201 However,
consumption of special quality semifinished products grew steadily in the
Brazilian home market.20?2 Projections for 1993 and 1994 are for capacity
utilization rates of special quality semifinished products to increase with
increased Brazilian demand for automobiles.?3 There is no evidence suggesting
that this excess capacity will suddenly be used to produce large quantities of
special quality semifinished products which will be diverted for sale in the
United States.20%% While Brazilian capacity utilization rates decreased from
1991 to 1992, the percentage of Brazilian production shipped to the United
States decreased for special quality semifinished products.?%°

We have identified no other adverse trends that would suggest a threat
of material injury by the subject imports. Petitioners speculate that there
are "ambitious plans" by the year 2000 to expand Brazil'’s manufacturing
capacity for special quality products.?% These arguments present no evidence

that actual injury is.imminent. Rather, they involve speculations about

200 14, 1-74, table 31.

201 14. 1-68 - I-69, table 28.

202 1d4. 1-69, table 28.

203 14.; Villares'’ Posthearing Br. at 15.

204 These last two sentences also apply to the other three domestic industries
discussed below.

205 714, I-68 - 1-69, tables 28-29..
206 petitioners’ Prehearing Br. at 126.
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alleged increases in production over six years into the future.?%? Similarly,
we find that petitioners’ arguments concerning Brazilian economic and monetary
policy to be nothing more than conjecture and ;s.peculation.208 Many of the
monetary and economic policies which petitioners claim will result in massive
increases in exports have been in place for much of the period of
investigation.aw

With respect to the issue of product shifting, we reject petitioners’
argument that the recent EC dumping order which imposed a duty between 1.7 and
15 percent on special quality semifinished alloy steel will cause Brazilian
producers to shift their production to special quality products, including
free-machining semifinished steels, that do not have such duties.?'® These
duties are limited; they apply only to special quality glléx-steel products
and not to special quality carbon steel semifinished products and special

quality carbon and alloy steel bars from Brazil. Moreover, we note that the

preliminary EC order, which was issued on March 30, 1992, did not result in

207 We also reject petitioners’ argument that the expiration of the VRA
agreement and the privatization of the Brazilian steel industry will lead to
gains in capacity and export levels. Petitioners’ Prehearing Br. at 126-27.
With respect to the VRA expiration, we note that the total quantity and value
of Brazil's combined exports to the United States of special quality products
declined following the expiration of the VRAs. We also find that petitioners’
arguments about the privatization of Brazilian mills is speculative.
Petitioners have presented no substantial evidence that privatized Brazilian
mills will be able to maintain, let alone increase capacity. Accordingly,
this argument does not constitute "evidence that the threat of material injury
is real and that actual injury is imminent." This note and the foregoing
paragraph also apply to the discussions of the other three domestic industries
~addressed below.

‘am Petitioners’ Prehearing Br. at 122-24.

209 The foregoing paragraph applies to the other three domestic industries
discussed below.

_ 210 petitioners’ Prehearing Br. at 128-29.
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increases of Brazilian shipments of other special quality semifinished
products to the United States. Instead, Brazilian exports to tﬁe U.S. of
special quality semifinished products declined between 1991 and 1992.2"
Petitioners’ further argument that the Commission’s decision in the Lead
and Bismuth investigations would result in a shifting of production by
Brazilian producers from making free-machining lead and bismuth steels to non-
lead and bismuth free-machining steels is also speculative. The Lead and
Bismuth investigation did not involve semifinished products. Imports of free-
machining hot-rolled bars from Brazil remained minuscule in 1992, even
following the imposition of preliminary bond requirements in September 1992 in

the Lead and Bismuth investigations. The theoretical possibility exists of

shifting production from lead and bismuth free-machining bars té non-lead or
other special quality bars. However, given the small amount of Brazilian
subject imports of free-machining bars involved in this investigation, such a
possibility does not constitute evidence that the threat of material injury is
real and that actual injury is imminent.?212

Finally, we do not find that imports from Brazil of specialhquality
products have and will continue to have a negative effect on the development
and production efforts of the domestic industries. We note that the free-
machining special quality semifinished and bar industrieg are relatively
mature. Research and development expenses for all products remained stable at

a relatively low percentage of net sales during the period of investigation.?13

211 The foregoing paragraph also applies to the other three domestic industries
discussed below.

212 The foregoing paragraph also applies to the other three domestic industries
discussed below.

213 Report I-66, table 27.
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While capital expenditures declined in 1992 in all four domestic industries,
they remained at significant levels.2' 1In add;tion, capital expenditures for
environmental purposes increased during the period of investigation.2
Statements by petitioners concerning the negative impact of Brazilian
imports?!® must be examined in light pf all of the evidence in this
investigation indicating the lack of a sufficient impact on the domestic
industry by the subject imports to warrant an affirmative finding of material
injury by reason of the subject imports .21

We find no other demonstrable trénds or evidence in the record that
would support a finding of threat of materiai injury by reason of the LTFV

imports.

B. Other special quality semifinished products

Brazilian productive capacity for all special quality semifinished
products increased by a small amount during 1990-91, and rose by a slightly
larger but still small percentage between 1991 and 1992. As noted above with
respect to free-machining semifinished, the percentage of Brazilian production
of other special quality semifinished products exported to the United States
and the percentage of Brazilian exports shipped to the United States was small

throughout the period of investigation.?2'®

214 14. 1-65, table 25.
215 1d4. 1-65, table 26.
216 petitioners’ Prehearing Br. at 129-131.

217 The discussion in the foregoing paragraph applies to the three domestic
industries addressed below.

218 Report I1-69.
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Market penetration of subject imports corresponding to the like product
did not increase rapidly between 1990 and 1992. There was only a slight and
minuscule increase in import penetration of other special quality semifinished
products.?'? This increase is not significant in light of the conditions of
competition affecting this product and industry discussed above. No evidence
presented by petitioners suggests that these small levels of imports are
likely to increase to injurious levels in the immediate future.

We find no probability that imports of other special quality
semifinished products from Brazil will enter the United States in the
immediate future at prices that will have a suppressing or depressing effect
on U.S. prices. This conclusion is based on our finding in the causation
analysis above that the subject imports have no present efféct on prices. No
credible evidence has been presented which indicates that imports will have an
adverse price effect in the immediate future.

The record does not suggest any substantial increase in inventories of
the subject imports in the United States. Inventories of imports from Brazil
of other special quality semifinished products declined to a minuscule amount
in 1991 and 1992.220

Brazilian producers of special quality semifinished had unused capacity
which increased somewhat during the period of investigation.?! However,
consumption of special quality semifinished products grew steadily in the

Brazilian home market.??2 While Brazilian capacity utilization rates decreased

219 1d4. 1-81, table 36.

220

Id. I-74, table 31.
221 14. 1-68 - I-69, table 28.
222 14, 1-69, table 28.
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from 1991 to 1992, the percentage of Brazilian production shipped to the
United States decreased for special quality §emifinished.zg

We find no other demonstrable trends or evidence in the record that
would support a finding of threat of material injury by reason of the LTFV
imports with respect to the domestic industry of other special quality
semifinished products.

C. Free-machining bars and cut-length rods

There was only a slight and minuscule increase in import penetration of
free-machining bars and cut-length rods.??* This increase is not significant
in light of the conditions of competition affecting this product and industry
discussed above. No evidence presented by petitioners suggests that this
minuscule increase in the level of imports is likely to increase to injurious
levels in the immediate future. Moreover, the percentage of Brazilian special
quality bar production shipped to the United States was small and declined
throughout the period of investigation.2??

We find no probability that imports of free-machining bars and cut-
length rods from Brazil will enter the United States in the immediate future
at prices that will have a suppressing or depressing effect on U.S. prices.
This conclusion is based on our finding in the causation analysis above that
the subject imports have no present effect on prices. No credible evidence

has been presented which indicates that imports will have an adverse price

effect in the immediate future.

224 14, 1-81, table 36.
225 1d4. 1-69, table 29.
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The record does not suggest any substantial increase in inventories of
the subject imports in the United States. Inventories of imports from Brazil
of free-machining bars were not a factor throughout the period of
investigation.2%

Brazilian producers of special quality bar had unused capacity which
‘increased somewhat during the period of investigation.??” This increase in
capacity was due to one Brazilian producer that does not produce free-
machining steels. As Brazilian capacity utilization rates increased from 1991
to 1992, the percentage of Brazilian production shipped to the United States
decreased for special quality bar products.?28

We find no other demonstrable trends or evidence in the recofd with
respect to the domestic industry producing free-machining barg and cut-length
rods that would support a threat of material injury by reason of the LTFV

imports.

D. Other special quality bars and cut-length rods

Market penetration of subject imports corresponding to the like product
did not "rapidly increase" between 1990 and 1992.2%° Production capacity for
special quality bars rose minimally during 1990-92.230 Questionnaire responses
indicate that the source of the increase in production capacity was primarily

from one Brazilian producer that is operating at close to full capacity.®! We

226 1d4. 1-74, table 32.

227 1d. 1-69, table 29.

228 14.

229 14. 1-81, table 36.

230 14. I-69, table 29.

231 yillares Posthearing Br. at l4; Questionnaire responses.
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do not find that the scale of Brazilian operations is sufficiently large that
this increase in capacity is likely to result!in a significant increase in
imports ofvthe merchandise to the United States. In addition, the percentage
of Brazilian production of special quality bars exported to the United States
was small and declined throughout the period of investigation.23?

The record does not suggest any substantial increase in inventories of
the subjeét imports in the United States. Inventories in the United States of
imports from Brazil of other special quality bars rose slightly between 1991
and 1992, but to a level that repre#ented only a minuscule percentage of
apparent U.S. domestic consumption.233

We find no pfobability that imports of other special quality bars and
cut-length rods from Brazil will enter the United States in fhe immediate
future at prices that will have a suppressing or depressing effect on U.S.
prices. This conclusion is based on our finding in the causation analysis
above that the subject imports have no present effect on prices. No credible
evidence has been presented that indicates that imports will have an adverse
price effect in the immediate future.

Brazilian produdefs of special quality bar had unused capacity which
increased somewhat during the period of investigation.?* As Brazilian
capacity utilization rates increased from 1991 to 1992, however, the
percentage of Brazilian production shipped to the United States decreased for

special quality bar products .25

232 Report 1-69, table 29.

33 1d. 1-74, table 32.

234

-
(a9

I-69, table 29.
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We find no other demonstrable trends or evidence in the record which
would support a finding of threat of material injury by reason of the LTFV

imports to the domestic industry producing other special Quality bars and cut-

length rods.
VI. CONCLUSION'

For the foregoing feasons, we determine that the domestic industries
producing free-machining semifinished products, other special quality carbon
and alloy semifinished produéts, free-machiniﬁg bars and cut-length rods, and
other special quality carbon and alloy bars and cut-length rods, are neither
materially injured nor threatened with material injury by reason of LTFV

imports of these products from Brazil.
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INFORMATION OBTAINED IN THE INVESTIGATION
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INTRODUCTION -

On January 11, 1993, the U.S. Department of Commerce (Commerce)
published in the Federal Register its preliminary determination that imports
of certain special quality carbon and alloy hot-rolled steel bars and
semifinished products'! from Brazil are being sold in the United States at less
than fair value (LTFV) (58 F.R. 3533). Accordingly, effective January 11,
1993, the Commission instituted final antidumping investigation No. 731-TA-
572 (Final) under the applicable provisions of the Tariff Act of 1930 to
determine whether an industry in the United States is materially injured, or
is threatened with material injury, or the establishment of an industry in the
United States is materially retarded, by reason of imports of such merchandise
into the United States.

Notice of the institution of this 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
February 3, 1993 (58 F.R. 6976).2 The hearing in this investigation was held
in Washington, DC, on June 2, 1993.3 Commerce published its final LTFV
determination on June 3, 1993 (58 F.R. 31496). The Commission voted on this
investigation on July 2, 1993, and transmitted its determination to Commerce
on July 9, 1993.

Background

This investigation results from a petition filed by Republic Engineered
Steels, Inc., Massillon, OH, and The Timken Company, Canton, OH, on June 9,

' For purposes of this investigation, the subject imports are certain
carbon and alloy (other than stainless, high speed, silico-manganese, and tool
steel) hot-rolled steel bars, which have a uniform solid cross-section along
their whole length and are in the shape of circles, segments of circles,
ovals, rectangles, or other convex polygons. The subject bars are of special
bar quality engineered steel that is described in Society of Automotive
Engineers (SAE) standards J403, J404, J411, J1081, J1249, J1268, and
modifications thereof. Also included are certain alloy ingots and
semifinished products of carbon and alloy steel (other than stainless steel,
high-speed steel, silico-manganese steel, tool steel, and high-nickel alloy
steel), of circular or rectangular (including square) cross-section with a
width measuring less than four times thickness, of special bar quality
engineered steel. Excluded from the scope of the investigation are imports of
semifinished products or hot-rolled bars which contain by weight 0.03 percent
or more of lead or 0.05 percent or more of bismuth; semifinished or hot-
rolled products of merchant quality steels (American Iron and Steel Institute
(AISI) grades M 1000 through M 1044); hot-rolled bars and rods in irregularly
wound coils; reinforcing bars and rods; wire; and flat-rolled products. See
the tariff treatment section, below, for classifications and rates of duty.

2 Copies of the Commission's institution notice and Commerce's final
determination are presented in appendix A.

3 A list of witnesses who appeared at the hearing is presented in
appendix B.



I-4

1992. The petition alleges that imports of certain special quality carbon and
alloy semifinished and hot-rolled steel products from Brazil, covered by
subheadings/statistical reporting numbers 7207.11.00, 7207.12.0010,
7207.19.0030, 7207.20.0025, 7207.20.0075, 7214.30.00, 7214.40.00, 7214.50.00,
7214.60.00, 7224.10.0075, 7224.90.0045, 7224.90.06065, and 7228.30.80 of the
Harmonized Tariff Schedule of the United States (HTS), are being sold in the
United States at LTFV, and that an industry in the United States is materially
injured and threatened with material injury by reason of such imports.

Previous and Related Investigations

Certain special quality carbon and alloy steel products have been
included in a number of investigations conducted by the Commission since 1921.
A list of those investigations is presented in table 1.

General Steel Products Investigations

The 1982 countervailing duty and antidumping investigations resulted in
negative preliminary determinations with respect to hot-rolled carbon steel
bars; the petitions with respect to hot-rolled alloy steel bars were withdrawn
and the investigations were terminated. In 1984, the Commission unanimously
determined in a section 201 investigation that imports of carbon and alloy
steel bar and wire rod products were not a substantial cause of serious
injury, or threat thereof, to those domestic industries. The 1984
investigations of carbon steel wire rod resulted in an affirmative
determination in the countervailing duty investigation concerning Spain, and
affirmative determinations in the antidumping investigations involving
Argentina, Brazil, Spain, and Trinidad and Tobago.*

Investigations of Special Quality Carbon Steel Products

In its recent investigations of certain hot-rolled lead and bismuth
carbon steel products, the Commission unanimously determined that the domestic
industry producing this product was materially injured by reason of imports of
the subject hot-rolled lead and bismuth carbon steel products from Brazil,
France, Germany, and the United Kingdom that had been found by the Department
of Commerce to be subsidized by the Governments in these countries and to be
sold in the United States at LTFV.® As a result of these determinations,
antidumping and countervailing duties of the amounts shown in the following
tabulation (in percent) were imposed.

4 In addition, Commerce conducted several countervailing duty
investigations of countries that were not signatories to the General Agreement
on Tariffs and Trade Code on Subsidies and Countervailing Duties from 1986 to
1988. These investigations resulted in affirmative countervailing duty
determinations regarding carbon steel wire rod from Malaysia, New Zealand,
Saudi Arabia, and Zimbabwe.

> Certain Hot-Rolled Lead and Bismuth Carbon Steel Products from Brazil,
France, Germany, and the United Kingdom, USITC Publication 2611, Mar. 1993.
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Table 1

Special quality carbon and alloy steel products: Previous and related investigations since 1921
Investigation Date of Report

Item numberxr issue No.

Steel billets and bars . N.A. 1921 c-7

Hot-rolled carbon steel wire rods

Belgium . . . . . . . . . . ... ... AD-27 1963 TC 93

France . . . . . « « & « « v 4 4 e e e 0. AD-30 1963 TC 99

Luxembourg . . . . e e e e e AD-28 1963 TC 94

West Germany . . e e e e e AD-29 1963 TC 95
Carbon steel bars and shapes

Canada . . . . AD-39 1964 TC 135
Steel bars, rexnfotCLng bars, and shapes.

Australia . . . . Ce e e e AD-62 1970 TC 314
Carbon steel wire rods and wire . . . . . . . TEA-W-100 1971 TC 418
Carbon steel wire rods and round wire . . . . TEA-W-181 1973 TC 566
Carbon steel bars and shapes:

The United Kingdom . AD-INQ-8, 9 1978 USITC 855
Certain steel products (Hot-rolled carbon steel

bar, and hot-rolled alloy steel bar):

Belgium, Brazil, France, Italy, Luxembourg,

United Kingdom, West Germany . . . . . 701-TA-86-144 (P) 1982 USITC 1221
Carbon and certain alloy steel products (Hot- )

rolled carbon steel bars) TA-201-51 1984 USITC 1553
Carbon steel wire rod: .

Brazil, Belgium, France, Venezuela . . . . 701-TA-148-150 (P) 1982 USITC 1230

731-TA-88 (P) i
Venezuela . . . e e e e e e 731-TA-88 (F) 1983 USITC 1338
Brazil, Trxnxdad and Tobago . 731-TA-113-114 (P) 1982 USITC 1316
731-TA-113-114 (F) 1983 USITC 1444
Argentina, Mexico, Poland, Spain 701-TA-209 (P) 1984 USITC 1476
731-TA-157-160 (P)

Spain . . . . . L Lo e e e e e e e e e e e 701-TA-209 (F) 1984 USITC 1544

Poland . . . . . . . . . . o000 731-TA-159 (F) 1984 USITC 1574

Argentina, Spain . . e e e e e e e e 731-TA-157, 160 (F) 1984 USITC 1598

German Democratic Republic e e e e e e 731-TA-205 (P) 1984 USITC 1607

Poland, Portugal, Venezuela . 701-TA-243-244 (P) 1985 USITC 1701

731-TA-256-258 (P)
Stainless and alloy tool steel TA-201-5 1976 USITC 756

(Alloy tool steel only) TA-203-2 1977 USITC 805

TA-203-3 1977 USITC 838
TA-203-5 1979 USITC 968
TA-201-48 1983 USITC 1377
TA-203-16 1987 USITC 1975

Steel Industry Annual Reports . 332-209 and 332-289 Various

Lead and bismuth carbon steel products

Brazil, France, Germany, United Kingdom . 701-TA-314-317 (P) 1992 USITC 2512

731-TA-552-555 (P)

Special quality hot-rolled and semifinished

carbon and alloy steel products:

Brazil . 731-TA-572 (P) 1992 USITC 2537
Lead and blsmuth carbon steel ptoduc:S'

Brazil, France, Germany, United Xingdom . 701-TA-314-317 (F) 1993 USITC 2611

731-TA-552-555 (F)

Source: Various Commission reports.
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Antidumping ~Countervailing

Country/company , duties duties
Brazil:

ACESITA. .. ... ... 148.12 19.19

Mannesmann................. 148.12 0.82

All others................. 148.12 0.82
France..........uueiiuiennann. 75.08 23.14
Germany:

Saarstahl A.G.............. 85.05 17.28

Thyssen.................... 85.05 None
United Kingdom:

Allied Steel and Wire...... 25.82 20.33

Glynwed International...... 25.82 None

United Engineering Steels.. 25.82 12.69

In the Lead and Bismuth bar and rod investigations, the Commission
determined that the appropriate like product was free-machining bars and rods.
Although the Commission found minor differences between lead and bismuth bars
and rods and other types of free-machining steels, major differences were
found to exist between free-machining and other special quality steels. These
differences spanned physical characteristics, end uses, channels of
distribution, producer and consumer perceptions, certain manufacturing
processes, and prices.

THE PRODUCT
Description®

The special quality carbon and alloy steel products covered by this
investigation are semifinished and hot-rolled products that may be subjected
to direct hardening, carburizing, induction hardening, and/or nitriding; and
are used in applications requiring critical levels of hardness and/or
hardenability, strength, toughness, fatigue resistance, high-temperature creep
and fracture resistance, wear resistance, machinability, and formability.

Such products are commonly referred to as engineered or special bar quality
(SBQ) steels. The subject imports are defined as follows:

Special quality carbon and certain alloy steel hot-rolled bars. -- _
Products of carbon and alloy steel (other than stainless steel, high-
speed steel, silico-manganese steel, and tool steel) of special bar
quality engineered steel, described in Society of Automotive Engineers
(SAE) standards J403, J404, J411, J1081, J1249, J1268, and modifications
thereof, not containing by weight 0.03 percent or more of lead or 0.05
percent or more of bismuth. These products have a uniform solid cross
section along their length in shapes that include circles or segments of
circles, ovals, rectangles (including squares), triangles, or other

6 See appendix C for a glossary of selected steel industry terminology.
See the section of this report entitled "Like Product Considerations," for a
discussion of how the Commission has defined the product for analysis in
recent cases.
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convex polygons. Such products are classified under the following
subheadings of the HTS: 7214.30.00, 7214.40.00, 7214.50.00, 7214.60.00,
and 7228.30.80. For the purposes of this investigation, such products
include cut-length rod. These products do not include products of
merchant quality steels (AISI grades M 1000 through M 1044); products in
irregularly wound coils; flat-rolled products; wire; or reinforcing bars
and rods.

Special quality carbon and certain alloy steel semifinished products. --
Products of carbon and alloy steel (other than stainless steel, high-
speed steel, silico-manganese steel, tool steel, and high-nickel alloy
steel) of special bar quality engineered steel, described in SAE
standards J403, J404, J411, J1081, J1249, J1268, and modifications
thereof, not containing by weight 0.03 percent or more of lead or 0.05
percent or more of bismuth, of circular or rectangular (including
square) cross section. Such products are classified under the following
HTS subheadings: 7207.11.00, 7207.12.00, 7207.19.00, 7207.20.00,
7224.10.00, and 7224.90.00. These products do not include semifinished
products of merchant quality steels (AISI grades M 1000 through M 1044).

In contrast to merchant quality steel, special quality steel is
typically produced to customer order and characterized by tighter surface and
chemical tolerances. It is produced with minimal segregation and porosity,
tighter grain size tolerances, and restrictive limits on incidental chemical
element content. A tight range for chemical composition is prescribed for
carbon, manganese, phosphorus, and sulfur. Standards on surface
irregularities, including seams, are stricter than for merchant quality.

Free-Machining Steels’

Free-machining steels are a subset of the larger category of special
quality steels,® in which base grades of steel have been resulfurized and/or
rephosphorized, and may have had additions of lead, bismuth, selenium, or
tellurium.® All steel, irrespective of grade or content, is machinable to

7 The Commission's recent decision in Certain Hot-Rolled Lead and Bismuth
Carbon Steel Products from Brazil, France, Germany, and the United Kingdom,
invs. Nos. 701-TA-314-317 (Final) and 731-TA-552-555 (Final), USITC
Publication 2611, Mar. 1993, contains an extensive analysis and discussion
concerning free-machining steels which is relevant to this investigation at
pp. 10-28.

8 gee appendix D for producer comments on manufacturing differences between
free-machining and other special quality steels and appendix E for producer
comments on differences in terms of physical characteristics and uses.

9 In the Commission's questionnaires in this investigation, "free-machining
carbon and certain alloy steel products" were defined as follows:

Special quality carbon and certain alloy steel products containing by
weight one or more of the following elements in the specified
proportions:

- 0.03 percent or more of lead

- more than 0.05 percent of bismuth

(continued...)
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some degree, and the machinability of the base steel is largely dictated by
the engineering requirements of the end product.!® These requirements, which
are properties of the base grade of the steel, include strength, ductility,
and fatigue resistance.

Free-machining steels possess a significantly higher level of
machinability compared with non-free-machining grades.!' Non-free-machining
steels may be subjected to machining operations to produce a variety of parts
when the amount of metal to be removed by machining does not justify the extra
cost of free-machining steels.'? The effect of certain free-machining
additives on steel properties may also preclude the use of these steels in
certain applications for which optimum strength or toughness is a prime
consideration.™

Free-machining bars can provide substantial savings by increasing the
production rate in high-speed machining operations.'™ Over a period of many
years, steel producers have conducted intensive research programs to develop
steels with improved machinability. This has been particularly true for free-
machining steels that are utilized extensively for the production of a wide
variet¥;of parts on automatic screw machines operating at high production
rates.

Lead and bismuth free-machining steels possess a higher level of
machinability than other free-machining steels. Lead and bismuth are
insoluble and form inclusions in the steel, attaching themselves as tails to
manganese sulfides. These inclusions aid chip formation and improve the
lubricity or machinability of the steel. However, these steels pose problems
in terms of manufacture and rolling, and their productlon is subJect to
environmental and health restrictions.

Merchant Quality vs. Special Quality16

Merchant quality steels are characterized by wide physical and chemical
tolerances and are produced to grade only. Such steels are not produced to
any specified silicon content, grain size, or other requirement that would
influence the type of steel, and they may contain pronounced chemical

9 (...continued)
- 0.08 percent or more of sulfur
- more than 0.05 percent of selenium
- more than 0.01 percent of tellurium.

10 pebanshu Bhattacharya, "Machinability of Steel," Journal of Metals, Mar.
1987, p. 33.

" Lead and Bismuth, p. 11.

2 Tbid., pp. 13-16.

3 Ibid., p. 17.

4 1bid., p. 16.

5 1bid., pp. 15-16.

6 The following discussion is based on American Iron and Steel Institute
(AISI), Steel Products Manual: Alloy, Carbon and High Strength Low Allovy
Steels: Semifinished for Forging:; Hot Rolled Bars, Cold Finished Bars, Hot
Rolled Deformed and Plain Concrete Reinforcing Bars, pp. 87-88.
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segregation; internal porosity, surface seams, and other surface
irregularities may also be present. Bars of this quality are usually rolled
from unconditioned billets. Merchant quality steels are used for structural
and similar applications involving moderate cold bending, moderate hot
forming, punching, and welding, as used in the production of noncritical
parts. This quality is not suitable for applications ‘that involve forging,
heat treatment, cold drawing, or other operations for which internal soundness
or relative freedom from detrimental surface imperfections is of prime
importance.

In contrast to merchant quality, special quality steels are typically
produced to customer order and characterized by tighter surface and chemical
tolerances. Such steels are produced with minimal segregation and porosity,
tighter grain size tolerances, and restrictive limits on incidental chemical
element content. A tight range for chemical composition is prescribed for
carbon, manganese, phosphorus, and sulfur. Standards on surface
irregularities, including seams, are stricter than for merchant quality.
Special quality steel bars are rolled from billets that have been inspected
and conditioned, as necessary, to minimize surface imperfections. Both
merchant and special quality steel products can be produced from rimmed,
capped, or killed steels.!’

7 Rimmed steels are cast into ingots without deoxidation by silicon or
aluminum. As solidification proceeds, oxygen and carbon dissolved in the
molten metal continue to combine, producing a characteristic effervescent
action in the ingot during solidification. Chemical.composition and
mechanical properties vary widely throughout rimmed steel ingots, with the
region near the surface being lower in carbon, sulfur, and phosphorus than the
average composition of the ingot. Capped steels are somewhat similar to
rimmed steels, except that the rimming action is stopped at a specified point
during the solidification process. A capped steel ingot has the low-carbon
rim typical of a rimmed steel ingot, but the uniformity of composition and
mechanical properties in the center that might be expected from a killed steel
ingot. Killed steels are produced by adding deoxidizing elements such as
silicon and aluminum to the ladle before pouring. Chemical composition and
mechanical properties of killed steels are relatively uniform throughout the
ingot.
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Carbon'd vs. Alloy Steel

Both carbon and alloy special quality products are characterized by
common manufacturing methods and uses. Both carbon and alloy special quality
steels require similarly high levels of cleanliness, soundness, and surface
quality. Both can be heat-treated and have equally rigorous internal
chemistry requirements. A number of U.S. steel producers manufacture both
carbon and alloy special quality semifinished products and hot-rolled bars and
rods using the same workers, processes, and equipment.

Semifinished Products wvs. Bars

Semifinished steel products have traditionally been considered to have
been subjected to no more than primary hot-rolling and to be greater than 4
inches in cross-section. Hot-rolled bars are usually defined as finished
steel products that have been subjected to additional hot-rolling subsequent
to primary hot-rolling and that meet more stringent tolerance and surface
quality requirements. During its preliminary investigation, -Commerce
addressed considerable attention to the classification of certain Brazilian
special quality products that meet the traditional criteria for semifinished
steel but also exhibit the tighter tolerances and more refined surface quality
associated with hot-rolled bars.'

Commerce’s decision in this matter was based on a related determination
regarding whether the products under investigation should be considered more
than one class or kind. In its August 12, 1992, decision memorandum, Commerce
examined diverse criteria to resolve the class or kind issue. These criteria
included general physical characteristics of the merchandise, ultimate end use
of the merchandise, expectations of the ultimate purchaser, channels of trade
in which the product is sold, and the manner in which the product is
advertised and displayed. Based on this examination, and the determination
that semifinished products and hot-rolled bars have different physical
characteristics, ultimate uses, purchaser expectations, channels of trade, and

8 In this investigation, the term "carbon steel" refers to steel that does
not contain the elements listed below in excess of the quantity, by weight,
respectively indicated:

.65 percent of manganese, or
.25 percent of phosphorus, or
.35 percent of sulphur, or
.60 percent of silicon, or
.60 percent of copper, or

.30 percent of aluminum, or
.20 percent of chromium, or
.30 percent of cobalt, or

.35 percent of lead, or

.50 percent of nickel, or

.30 percent of tungsten, or
.10 percent of any other metallic element.

9 Imports of these products come into the United States under HTS
provisions for semifinished products.

eNoNoNoNoNoNeoNeNoRoReN
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methods of advertising, Commerce concluded that the two products should be
considered as two distinct classes or kinds of merchandise.

In its September 24, 1992, memorandum for the file, Commerce
specifically addressed the issue of whether products produced by The Villares
Group, which includes both Villares Industrieas de Base SA (Vibasa) and Agos
Anhanguera (Villares) SA, should be considered as semifinished products or
hot-rolled bars. Based on the five criteria previously examined for the class
or kind determination, Commerce concluded that products that have been hot-
rolled only on a primary rolling mill but meet the physical description and
other characteristics of hot-rolled bars are considered to be hot-rolled bars
for purposes of this investigation. According to Commerce:

Although Villares'’ material is produced only on a primary rolling
mill, the numerous passes (24-34) to which each ingot is subjected
produces a product which has a smooth surface and meets AISI
tolerances and ASTM specifications for finished bar. Thus,
Villares' products have the physical characteristics of what we
consider for the purposes of this investigation to be hot-rolled
bar and rods,?0 and not semifinished products. Villares sells
these products to end users or service centers, neither of whom
(nor the customers of service centers) normally have the
capability to further hot-roll those products and generally have
facilities only to further work bar products. Thus, the channels
of trade and ultimate use of Villares'’ products reflect those of
hot-rolled bars and rods. Furthermore, as it is known that all of
Villares’ production meets ASTM and AISI specifications for bar,
the customer expectations of Villares'’ products suggest that
customers expect a product which meets tighter, relatively
exacting tolerances, i.e., hot-rolled bars and rods.

This determination affects all products produced by The Villares Group
and some limited production by Ago Minas Gerais SA (Agominas). Commerce's
determination is reflected in Brazilian production and shipment data presented
throughout this report. As a result, data on imports of subject product from
Brazil and related market shares differ significantly from data collected in
the Commission’s preliminary investigation.

Petitioners assert that as a result of this determination, products
exported by Acominas and classified as semifinished products are actually
finished bars.2! Petitioners also argued this claim before Commerce, which
considered the issue at Comment 2 of their final determination:

20 Throughout its memoranda and Federal Register notices, Commerce refers
to these products as "hot-rolled bars and rods." Due to the Commission's
finding in its preliminary investigation that hot-rolled cut-length and coiled
bars and hot-rolled cut-length rods comprise one like product, these products
combined are referred to throughout this report as "hot-rolled bars."

21 Transcript of the public hearing (TR), testimony of Eugene L. Stewart,
Stewart & Stewart, pp. 113-114.
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Petitioners are incorrect in stating that the Department’s verification
report indicated that Agominas’ exports to the U.S. were actually
finished bars and not semifinished products. The report did state that
the Department analyzed Acominas’ ability to meet certain bar tolerances
and that some of Acominas’ exports met certain bar specifications.

While some of Acominas’ exports met certain bar specifications, based on
information gathered at verification, it is unknown whether the exports
met all bar specifications. Meeting certain bar specifications (i.e.,
bar tolerances) does not mean that the respondents’ products or any of
its e;yorts to the U.S. should be classified as finished bars and

rods.

Commerce further elaborated this point later in its determination:

The Department agrees with Agominas in its claim that it primarily
produces semifinished products. We analyzed Acominas’ ability to
produce products conforming to certain bar specifications at.
verification. While some of the products were found to meet specific
bar specifications, the Department was unable to examine-Agominas’
ability to meet all of the criteria. The Department did note in its
verification report that Agominas did have the ability to produce
semifinished steel products to specific bar tolerances and is supplying
them to the market. However, we did not state that Acominas is
"primarily" a bar producer or that the semifinished billets exported to
the U.S. and under investigation should be included in the finished bars
and rods category.?3

Respondents Ag¢ominas and Co-Steel Raritan also refute petitioners’
classification of Agominas’ product as finished bars. Acominas’ billets sold
to Co-Steel Raritan reportedly have surface roughness, spot defects, and seams
in the material that are unacceptable for finished bars.?* These billets
reportedly regularly fail to meet the cross-section and length tolerances and
straightness requirements of ASTM and SAE bar specifications.?®

Petitioners assert that although the Commission applied Commerce’s
determination on the classification of product as bar or semifinished, the
Commission did not apply this definition to domestic shipments.?® Definitions
in the Commission’s questionnaires were based on Commerce’'s preliminary
determination, discussed above, and applied to all data collected by the
Commission.

Petitioners also assert that various importers, *%*%, have misclassified
imports of bars as semifinished products.?’ Commission staff have reexamined

22 58 F.R. 31498.

23 58 F.R. 31499.

% Posthearing brief of Baker & McKenzie for Acominas, p. 2.

% Prehearing brief of Jeffrey W. Carr for Co-Steel Raritan, Affidavit of
Robert L. Randall, Exhibit 1, p. 3.

2 prehearing brief of Stewart & Stewart for petitioners, p. 5.

27 1bid., p. 30.
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the questionnaire responses of these *** importers. Petitioners are incorrect
in stating that *%%,

* * * * * * x

Bars vs. Rods

Bars and rods are solid hot-rolled products produced by rolling heated
billets into cut lengths or coils of a smaller predetermined cross-section.
Although most bars and rods are rolled from strand-cast billets, some bars,
including those subject to this investigation, are hot-rolled from billets
which were processed from ingots or strand-cast blooms. In general practice,
bars are rolled on a bar mill and rods are rolled on a rod mill; these two
types of hot-rolling mills differ somewhat in their engineering requirements,
such as the number of stands and their speed of operation. Chemistry, size
tolerances, and end use typically define most differences between bars and
rods.

With respect to chemistry and form differences, most carbon steel rod is
produced in the 1000 and 1500 series carbon steels, and very little, if any,
is produced in the 1100 or 1200 series,?8 which, along with the 1000 and 1500
series, are common bar grades.?’ While rods are typically produced in coils
of one continuous length, bars may be produced in either coils or cut lengths.
Most rods produced in the United States are designated "wire rods,” intended
for cold-drawing into wire for the production of wire products.3® Most rods
are also of circular cross-section. Bars may be further hot-worked (e.g.,
forged), or cold-finished (including cold-drawn) depending upon their end use.
Bars are hot-rolled to a number of shapes, including rounds, squares, round-
cornered squares, hexagons, square-edge and round-edge flats, and angles.3!

Bar tolerances are tighter and more exacting than those for rods. The
specifications written for the two products reflect these differences and are
based mainly on different end uses. Hot-rolled wire rods generally are
produced in nominal fractional diameters, and are not comparable to hot-
rolled bars in accuracy of cross-section or surface finish because of the
methods of manufacture and intended end use.3?

28 1n 1991, only 3.9 percent of U.S. coiled rod shipments reported by U.S.
producers responding to the Commission's questionnaires in the preliminary
investigation were in the 1100 and 1200 (free-machining) series. Data on
coiled rods were not collected in the Commission's questionnaires in the final
investigation.

29 American and Iron Steel Institute (AISI), Steel Products Manual: Wire
and Rods, Carbon Steel, Mar. 1984.

30 According to one estimate made by a steel industry executive,
approximately 95 percent of the U.S. rod production is "wire rod," with
another 3 to 4 percent designated for cold-heading applications and structural
applications requiring large diameter wires welded at the intersection.

31 AISI, Steel Products Manual: Bars, pp. 91-94.

32 ATSI, Steel Products Manual: Wire, p. 35.
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Industry usage of size distinction is in transition, creating an overlap
between the definitions of bar and rod. In general, forms that exceed 3/4
inch (19 millimeters (mm)) in diameter are "bars," those under 1/2 inch (12.7
mm) in diameter are "rods," and those between 1/2 and 3/4 inch may be either,
depending upon the mill, the customer, and the end use. This overlap is
reflected in the HTS, where both bars and rods may be between 14 mm (0.55
inch) and 19 mm (0.74 inch) in diameter.33 Standardized nomenclature for
tariff purposes, set largely at the international level, differs in many
respects from industry usage. The HTS sets the minimum diameter for bars at
14 mm, even though U.S. steel industry specifications include sizes down to
7.94 mm (5/16 inch). In addition, the HTS sets no maximum diameter for bars.
The AISI uses the following guidelines for bars: rounds may be up to 10
inches in diameter; squares may be up to 8 inches in cross-section; hexagons
may be up to 4 inches in cross-section; and flats may be up to 1.5 inches
thick and 6 inches wide.3*

Cut-Lengths vs. Coils

After steel is hot-rolled, it can be cut to convenient shipping lengths
or coiled. Special quality coiled products up to approximately 2 inches in
diameter are produced on a bar or rod mill equipped with reels to coil the
final product. Special quality cut-length products are produced on a mill
equipped with facilities to produce the cut lengths, such as shears, hot saws,
or abrasive saws, as well as notch turnover hot beds to ensure product
straightness off the rolling mill. Many U.S. mills produce both cut-length
and coiled special quality steel bars on the same equipment using the same
production workers. There is virtually no metallurgical difference between
cut-length and coiled products. The choice between these two products is
based on the purchaser’s manufacturing equipment. Coiled products are
generally not used for hot forging or direct machining operations. Both cut-
length and coiled products are used by cold finishers, and service centers
market both cut-length and coiled special quality bars.

33 Under the predecessor Tariff Schedules of the United States (TSUS), bars
and wire rods were separate products covered by different provisions. Steel
bars were defined as having cross-sections in the shape of circles, ovals,
triangles, rectangles, hexagbns, or octagons. Imports were reported under
separate categories based on configuration and whether or not they were cold-
formed. Wire rods were defined as coiled hot-rolled products, approximately
round in cross-section, and not under 0.20 inch nor over 0.74 inch in
diameter; imports were reported under separate categories based on carbon
content and further processing.

Under the HTS, hot-rolled bars and rods are classified together with a
distinction between "hot-rolled bars and rods in irregularly wound coils" and
r"other bars and rods" (including hot-rolled bars and rods cut to length). A
size distinction continues to be maintained, however, with a separate
statistical reporting number for coiled product less than 14 mm (0.74 inch) in
diameter.

34 AISI, Steel Products Manual: Bars, pp. 91-94.
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Manufacturing Process

Special quality carbon and alloy steel products require more
sophisticated manufacturing tools, machinery, equipment, and skills than those
required for merchant quality products, because the requirements for chemistry
control, rigorous product analysis, surface quality, and critical engineered
characteristics are much more restrictive. The manufacturing process leading
to the production of certain special quality carbon and alloy steel products
is described below and consists of three different stages: (1) melting, (2)
casting, and (3) hot-rolling.

Melting Stage

Steel is produced by either an integrated or nonintegrated process (see
figure 1). The nonintegrated process produces molten steel by melting scrap
in an electric arc furnace (EAF). 1In contrast, the integrated process
typically smelts iron ore and coke in a blast furnace to produce molten iron,
which is subsequently poured into a steelmaking furnace, generally a basic
oxygen furnace (BOF), together with scrap metal. The hot metal is processed
into steel when oxygen is blown into the metal bath. Lime is added to serve
as a fluxing agent; it combines with impurities to form a floating layer of
slag, which is later removed. The increasing use of oxygen blowing and iron
ore-based products, such as direct-reduced iron and iron carbide, in EAFs is
beginning to blur the distinction between the integrated and nonintegrated
processes .3’

Figure 1
Simplified steelmaking flowchart

Source: U.S. International Trade Commission, Steel Industry Annual Report,
USITC Publication 2436, Sept. 1991, p. 2-2.

35 y.s. International Trade Commission, Steel Industry Annual Report, USITC
Publication 2436, Sept. 1991, p. 2-2.
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Alloy steels are produced by additions of alloying agents (including
chromium, nickel, and molybdenum) to liquid steel to impart specific
properties to finished steel products. Molten steel is poured or tapped from
the furnace into a ladle, an open-topped, refractory-lined vessel, typically
with an off-center bottom opening equipped with a nozzle. Meanwhile, the
primary steelmaking vessel (EAF or BOF) may be charged with new materials to
begin another refining cycle. ' '

-Whether the integrated or nonintegrated process is used, it is
increasingly common for molten steel to pass through a ladle metallurgy
station, where its chemistry is refined to embody the steel with properties
required for specific applications.3® At the ladle metallurgy or secondary
steelmaking station, the chemical content and temperature are adjusted for
optimum casting.

Casting Stage

Once molten steel with the correct properties has been produced, it is
cast into a form that can enter the rolling process (see figure 2 for a
presentation of steel processes and products). In the ingot-based process,
the ladle is moved by an overhead crane to a pouring platform where the steel
is poured or "teemed" into ingot molds, either through the top of each mold
or, in the preferred method for special quality steel production, through a
pipe system that fills each mold from the bottom (bottom casting). As the
steel begins to solidify, the mold is stripped from the ingot and the ingot is
then transferred to a soaking pit, a specialized heating furnace that
equalizes the temperature within the ingot. Following removal from the
" soaking pit, the ingots are hot-rolled on a primary breakdown mill to bloom or
billet sizes and then transferred to a bar or rod mill for hot-rolling.

In the strand (or "continuous") casting method, the ladle is transferred
from the ladle metallurgy station to the caster. The molten steel is poured
at a controlled rate into a tundish, which in turn controls the rate of flow
into the strand caster. The tundish may have a special design or
electromagnetic stirring for the purpose of ensuring homogeneity of the steel.
The strand caster 1s designed to produce blooms or billets in desired cross-
sectional dimensions.3’ For certain special quality steels, billet casting
has generally not been utilized because it did not yield quality comparable to
ingot or bloom casting;3® however, certain mills have been able to

36 Ladle metallurgy stations differ in their sophistication and ability to
refine the steel. Steels used to produce most merchant quality products and
concrete reinforcing bar usually are not processed in a ladle metallurgy
station.

37 Although blooms are larger than billets, there is disagreement on the
cross-sectional demarcation between the two shapes. Blooms were defined in
the TSUS as measuring at least 36 square inches in cross-sectional dimension;
billets were defined as measuring from at least 3 square inches up to 36
square inches. These distinctions were not carried over into the HTS.

38 Transcript of the public conference (preliminary TR), testimony of
George T. Matthews, General Manager, Metallurgical Quality Assurance-Steel,
The Timken Company, p. 84.
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Figure 2
Steel products and processes

Tin M@l other Coated
Products Fiat Rolled
Products

Source: U.S. International Trade Commission, Steel Industry Annual Report,
USITC Publication 2436, Sept. 1991, p. 2-2.
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successfully cast special quality steel billets.3 Although initial
acceptance of continuously cast special quality product was slow, it has
rapidly increased over the past 5 years. Some consumers now reportedly prefer
continuously cast special quality products .40

Hot-Rolling Stage

After being cast, ingots or blooms are transferred to a hot-rolling mill
where they are reduced in cross-sectional dimension. There are additional
losses in weight at each processing stage of the ingot or bloom associated
with the production of special quality steels.

Blooms and billets are usually channeled through a reheat furnace prior
to rolling. This step increases the malleability of the steel, reducing
energy consumption and wear on the rolling mill. The semifinished steel shape
is successively reduced in size as it passes through several stands. Most
modern rolling mills are in-line, although cross-country mills*! are still in
use. At the final stage, the bar may be channeled to a coiler, or it may be
cooled in a water or oil bath and cut. Rods are rolled in a similar manner,
although there are usually one or more additional stands in the rolling mill
(or one or more additional passes made through a cross-country mill) to reduce
the finished diameter. Most rod mills roll multiple strands; rods are almost
always coiled.

Special quality steel products are usually subjected to some form of
heat treatment to impart certain valued properties. This treatment consists
of some form of annealing, normalizing, or quenching and tempering, or a
combination of these processes. Annealing processes remove stresses, alter
mechanical properties to "soften" the steel, refine grain structure, and
produce a definite microstructure. Normalizing produces a more uniform
structure and removes irregularities caused by high or low rolling or forging
temperatures. Quenching hardens and tempering toughens the steel.%2

39 USITC staff fieldwork, and USITC staff interview with industry
executives, July 7, 1992.

40 Preliminary TR, testimony of Ed Baker, Vice President, Ferrostaal Metals
Corp., p. 142, and USITC staff fieldwork.

A cross-country mill is a multi-stand rolling mill in which mill stands
are not placed continuously in line. The steel product being rolled generally
changes direction in each roll pass and relies on a transfer mechanism to be
aligned with successive mill stands. As additional reductions are imparted,
the steel travels in a direction perpendicular to the primary rolling vectors.
Unlike a continuous rolling mill, the piece being worked may pass more than
once through each mill stand.

42 United States Steel (USS), "Chapter 51: Machinability of Carbon, Alloy,
and Stainless Steels," The Making, Shaping and Treating of Steel, edited by
Harold E. McGannon, 10th ed., 1985, pp. 1275-1294.
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Uses

Special quality steel is preferable for applications requiring critical
and stringent levels of elasticity, strength, toughness, fatigue resistance,
high-temperature creep and fracture resistance, corrosion resistance, wear
resistance, machinability, and/or formability. Applications are found
throughout the automotive, aerospace, railway, oil, coal and gas extraction,
power generation, defense, chemical, agricultural, construction, and general
manufacturing industries. Cars, trucks, tractors, and off-highway vehicles
account for more than half of the engineered steel market.*3 Current
applications include crankshafts, connecting rods, suspension forgings,
fasteners, bearings, aircraft undercarriage components, springs, high-strength
pipeline fittings, gas containers, mining chains, and hand tools.%

Cold-finishing companies, which include some steelmakers, perform value-
added work on hot-rolled bars and rods; cold-finishing includes cold-drawing
(improving mechanical properties, such as increasing tensile strength, yield
strength, torsional strength, hardness, and wear resistance), straightening,
or surface treatments, such as turning, grinding, and polishing. These
companies in turn supply companies whose raw material specifications require
tight tolerances and superior surface quality for steel bar products.

Questionnaire Responses

Through its questionnaires, the Commission sought data regarding the
ultimate end-use customers of special quality carbon and alloy steel hot-
rolled bars, whether U.S.-produced or imported from Brazil. U.S. producers
accounting for 63.3 percent of total reported U.S. production in 1992 of
special quality carbon and alloy steel hot-rolled bars provided information on
total U.S. shipments of the subject products by end-use customer. The data
are presented in table 2. U.S. importers of the subject product from Brazil
reported that they were unable to identify end-use customers because sales
were generally made to service centers, cold-finishers, or forgers (see
section of the report entitled "Channels of Distribution").

Imported and Domestic Product Comparison

According to testimony by Republic Engineered Steels, Inc., a producer
of special quality steel products, its customers view the domestic and
Brazilian product as being interchangeable in terms of quality.%> However,
according to domestic users, there may be some differences between the
domestic and imported products in the area of customer service. There are
significantly longer lead times associated with purchasing from a foreign

43 David J. Naylor, "The Future for Engineering Steels," Advanced Materials
Technology International, London, Sterling Publications Ltd., 1989, p. 31, and
petition, at p. 5.

4 Robert A. Garvey, President, North Star Steel, "SBQ - A Major
Opportunity for US Minimills," Metal Bulletin Monthly, June 1992, p. 31.

4 preliminary TR, testimony of Paul J. Guilfoyle, General Manager, Sales-
Steel, The Timken Company, pp. 34, 39, 109.
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Table 2
Special quality carbon and alloy steel hot-rolled bars: Shares of shipments
of U.S.-produced product, by end uses and by products, 1992

* * * * * * *

source, and several references have been made to the Brazilians being
"unreliable" suppliers.:47 Petitioners disagree with the characterization of
the Brazilians as unreliable suppliers.*® According to one domestic purchaser
of both domestic and Brazilian special quality steel products, the ingot
casting method used by Brazilian producers is more cost effective in making
larger cross-sections. This company purchases smaller cross-sections, more
economically produced on a continuous caster, from domestic suppliers.*®

Substitute Products

The unique characteristics of special quality steel products, including
temperature creep and fracture resistance, wear resistance, machinability, and
formability, make them especially suited for forging into critical components
or machining. According to petitioners, no other products compete in these
markets.?® Information from firms responding to the Commission’s
questionnaires indicates that although there are generally no economically
practical substitutes for the subject special quality steel products,
occasionally aluminum, graphite composites, or powdered metal may be used for
certain applications.?!

U.S. Tariff Treatment
Imports of special bar quality steel products subject to this
investigation, and the column l-general (most-favored-nation) rates of duty
(in percent ad valorem) applicable to imports from Brazil, are provided for in

the following HTS subheadings (statistical reporting numbers):

Item HTS provision Rate of duty

Semifinished products of
iron or nonalloy steel.... 7207.11.0000 4.2
' 7207.12.0010
7207.19.0030
7207.20.0025
7207.20.0075

% 1bid., p. 108 and USITC staff fieldwork.

47 Evidence on the record also indicates that *¥%%.

48 prehearing brief of Stewart & Stewart for petitioners, p. 6.
9 dewk

20 Preliminary TR, testimony of Mr. Guilfoyle, p. 42.

31 see preliminary questionnaire responses of %%,
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Item _ HTS provision Rate of duty

Ingots and semifinished
products of other alloy
steel........ ... ... ... 7224.10.0075 5.1
7224 .90.0045
7224.90.0065

Hot-rolled bars and rods,

other than in irregularly

wound coils, of nonalloy

steel. ... ... i 7214.30.0000 4.7
7214.40.0010
7214.40.0030
7214.40.0050
7214.50.0010
7214.50.0030
7214.50.0050
7214.60.0010
7214.60.0030
7214.60.0050

Hot-rolled bars and rods,
other than in irregularly
wound coils, of other
alloy steel............... 7228.30.8005 6.0
7228.30.8050

Voluntary Restraint Agreements

Between October 1, 1984, and March 31, 1992, imports of bars, rods, and
bar-size shapes from Brazil, including the products subject to this
investigation, were subject to quantitative limitations under the Voluntary
Restraint Agreements (VRAs) negotiated with 19 foreign governments and the
European Community (EC).52 The VRA program was, in part, an outgrowth of
earlier trade measures during the period 1969-84, although these arrangements
principally covered flat-rolled products, pipes and tubes, and wire rods. The
immediate cause of the VRA program was a determination by the President, on
September 18, 1984, that taking "escape clause" action was not in the national
economic interest; this decision followed an investigation conducted by the
Commission in which imports of certain steel products, not including bars,
were found to be a substantial cause of serious injury, or threat thereof, to
certain domestic industries (inv. No. TA-201-51) .53 The President directed
the United States Trade Representative (USTR) to negotiate VRAs to cover a
five-year period, October 1, 1984, through September 30, 1989, with countries

2 The restraint limits discussed in this section are more accurately
defined as export limits because the countries under agreement controlled
their shipments of exports in lieu of U.S. import quotas.

53 Affirmative decisions were rendered in the case of semifinished steel,
plates, sheets and strip, wire and wire products, and structural shapes and
units. Negative determinations were rendered in the case of wire rods,
railway type products, bars, and pipes and tubes.
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whose exports to the United States had increased significantly in previous
years. Although the structure of the arrangements varied from one country to
another, each involved an agreement by the foreign government to limit exports
of the pertinent steel products to the United States. In order to bring the
agreements into effect, U.S. producers withdrew pending unfair trade petitions
and the U.S. Government suspended antidumping and countervailing duties that
were in effect on steel products covered by the VRAs. The trade measures were
expected to return the share of imports in the U.S. market to a level of
approximately 18.5 percent, excluding semifinished steel (subsequent
Administration statements indicated such imports were limited to about 1.7
million tons per year). In this manner, export restraints were to allow the
U.S. steel industry to restructure in response to the structural crisis,
improve capacity utilization rates, and become competitive with foreign
producers.

On July 25, 1989, the President announced a Steel Trade Liberalization
Program, under which the VRAs were extended for 2-1/2 years, terminating on
March 31, 1992. The President directed the USTR to negotiate VRAs at an
overall restraint level of 18.4 percent (the 1988 VRA import penetration
ceiling). The President authorized up to an additional l-percent import
penetration annually that would be available to countries that éntered into
bilateral consensus agreements, to provide incentives for countries to
eliminate trade-distorting practices and to respond to concerns of steel
consumers for adequate supplies of raw materials.?*

On December 12, 1989, the USTR announced that negotiations had been
completed with the EC and 16 other countries,? including Brazil, that
previously had VRAs. As a result of the negotiations, overall restraint
levels were raised. Product coverage under the VRAs remained essentially
unchanged, although the agreements were modified to include those specialty
steel products (e.g., stainless and alloy tool steels) that were previously
subject to relief under section 203 of the Trade Act of 1974.

The categories for hot-rolled bars and semifinished products subject to
the VRAs were broader than for those products subject to this investigation.
Moreover, the VRA categories, where product coverage is specified, are broader
than the products described earlier in the HTS or do not cover products
subject to the investigation. In all but one case, the category limits had
not been binding for several years. Nonetheless, Brazil'’s restraint limits
for and exports of hot-finished bars and semifinished steel for the relevant
periods are shown in the following tabulation, based on export certificate
data and final consultations conducted by Commerce'’s Office of Agreements
Compliance (in metric ‘tons):

54 Negotiations for bilateral agreements were conducted in order to
restrict trade-distorting practices, particularly subsidies to the steel
industry. See USTR Press Release of Dec. 12, 1989.

35 Portugal and Spain joined the EC prior to these negotiations. The VRA
with South Africa was not renewed, as most steel imports were under embargo.
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1988 Jan.-Sept. 1989 Oct. 1989-Dec. 1990

Item (12 months) (9_months) (15 months)'
Exports  Adjusted Exports  Adjusted Exports  Adjusted
to U.S. ceiling to U.S. ceiling to U.S. ceiling

Bars... 31,517 33,932 21,045 23,044 94,158 149,218

Semis.. 559,023 - 559,023 444,055 476,280 960,965 1,010,966

1 Final period data (Jan. 1991-Mar. 1992) are not available.

Based on the above data, the extent to which Brazil filled its VRA
subcategory limits on hot-finished bars and semifinished steel is shown in the
following tabulation (in percent):

1988 Jan.-Sept. 1989 Oct. 1989-Dec. 1990
Item (12 months) (9 months) (15 months)!
Bars... 92.88 91.33 63.10
Semis.. 100.00 93.23 95.05

T Final period data (Jan. 1991-Mar. 1992) are not available.

Bilateral Consensus Agreements/Multilateral Consensus Agreement

When the VRAs were extended in 1989, the United States sought to address
the causes of unfair trade and to eliminate subsidization and overcapacity in
the steel industry. The bilateral agreements attempted to include commitments
by countries to prohibit export and production subsidies specifically for
steel products, to reduce tariffs and nontariff barriers to steel trade, and
to incorporate a binding arbitration mechanism; the bilateral consensus
agreements were to be multilateralized within the General Agreement on Tariffs
and Trade (GATT) through incorporation in the Uruguay Round of multilateral
GATT negotiations.’® As envisioned, negotiations on the new Multilateral
Steel Agreement (MSA) were to be completed by December 1990. On March 31,
1992, negotiations on a MSA were suspended without agreement, although
considerable progress had been made. Multilateral discussions resumed
December 9, 1992; discussions continue, however, no detailed time schedule for
formal negotiations has been established.

Like Product Considerations

Petitioners argue that, on the basis of the factors the Commission
considers in analyzing like-product issues (physical characteristics and uses,
interchangeability among products, channels of distribution, producer and
customer perceptions of the articles, the use of common production facilities
and employees, and where appropriate, price), cut-length bars and rods and

56 Press Release of USTR, Dec. 12, 1989, and accompanying Steel Trade
Liberalization Program (Fact Sheet).
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semifinished products comprise a single like product, but that free-machining
steel and other special quality steel comprise separate like products .’

Based on these same like-product factors, all respondents argue that the
Commission should find separate like products of semifinished products and
bars.%® On the issue of whether these like-product categories should be
subdivided into free-machining and other special quality steels, Co-Steel
Raritan takes no position;®® Acominas does not object to a division;® and
Villares, ACESITA, and Mannesmann continue to state that there are not
sufficient differences between the two categories to merit separate like
products. However, given that the Commission exhaustively examined this issue
in Lead and Bismuth and the record contains no new evidence to dispute this
determination, and because they feel the issue is not outcome determinative,
Villares, ACESITA and Mannesmann do not contest separate like products of
free-machining and other special quality.®!

"In its preliminary decision, all of the Commissioners determined that
semifinished products and hot-rolled products (including cut-length and coiled
bars and cut-length rods) comprised different like products. Five of the
Commissioners also determined that within each of these categories, there was
only one like product, comprising all special quality carbon and certain alloy
steel products. Commissioner Rohr found that free-machining steels were a
separate like product. 1In March 1993, in the Lead and Bismuth final
investigations, the Commission determined that there were major differences
between free-machining steels and other types of special quality steels, and
thus found a domestic industry that produced free-machining bars and rods.52

THE NATURE AND EXTENT OF
SALES AT LESS THAN FAIR VALUE

Commerce based its LTFV margins on best information available (BIA), as
supplied in the petition. As BIA for Agominas, Commerce used the average
margin alleged in the petition for semifinished products. For Villares, an
average of several margins from sales occurring in the same month was used
with respect to bars. The following tabulation provides the final average
dumping margins found (in percent ad valorem):

57 Prehearing brief of Stewart & Stewart for petitioners, pp. 60-61.

38 pPrehearing brief of Jeffrey W. Carr for Co-Steel Raritan, pp. 4-5;
prehearing brief of Baker & McKenzie for Agominas, pp. 2,6; and prehearing
brief of Willkie, Farr & Gallagher for Villares, ACESITA, and Mannesmann,
pp. 6-8.

9 Prehearing brief of Jeffrey W. Carr for Co-Steel Raritan, pp. 4-5.

60 prehearing brief of Baker & McKenzie for Agominas, pp. 2, 6.

61 Prehearing brief of Willkie, Farr & Gallagher for Villares, ACESITA, and
Mannesmann, pp. 7-8.

62 Lead and Bismuth, pp. 27-28.
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Weighted-average

Producer/manufacturer/exporter margin percentage

Semifinished products:
Ago Minas Gerais S.A............. 19.67
All others............. ... 19.67
Finished bars and rods:
Industrias Villares S.A. and

its related companies.......... 27.00

All others........ ... .. iiuini.... 27.00

THE U.S. MARKET

This report is structured to provide data and information on the two
product categories of semifinished products and hot-rolled bars, and on three
subproduct categories,® as follows:

I.

II.

III.

Free-machining carbon and certain alloy steel products.--Nonalloy
(carbon) and certain alloy steel products containing by weight one
or more of the following elements in the specified proportions:

0.03 percent or more of lead

- more than 0.05 percent of bismuth

- 0.08 percent or more of sulfur

- more than 0.05 percent of selenium
- more than 0.0l percent of tellurium

Imports of free-machining steel products are presented in terms of
subject imports (i.e., non-lead and bismuth free-machining.
products from Brazil) and nonsubject imports (i.e., lead and
bismuth products from Brazil and all imports from other
countries).

Other special quality carbon and certain alloy steel products. --
These products are the special quality steel products described
below, other than the free-machining steel products described
above. All imports of other special quality steel products from
Brazil are subject to this investigation.

All special quality carbon and certain alloy steel products.--
Hot-rolled carbon and alloy steel products manufactured of a type
of steel that is dependent upon chemical composition, quality, and
customer's specification. Special quality products are used when
the application, method of fabrication, or subsequent processing
treatment requires quality characteristics not available in
merchant quality products. Imports of all special quality steel
products are presented in terms of subject imports (i.e., non-
lead and bismuth special quality products from Brazil) and
nonsubject imports (i.e., lead and bismuth products from Brazil
and all imports from other countries).

63 Summary data on these six categories are presented in appendix F.
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U.S. Producers .

The petition in this investigation identified seven firms as producing
the subject special quality carbon and alloy steel products. The Commission
sent questionnaires to each of the seven producers, as well as approximately
20 other producers of special quality carbon and alloy steel products. The
Commission received responses from 16 firms, who are believed to have
accounted for over 90 percent of U.S. production of special quality carbon and
alloy steel products in 1992.% Questionnaires were received from an
additional two producers who produced special quality carbon and alloy
semifinished steel for use in products other than bar, primarily wire rod.
These producers accounted for *** percent of reported semifinished production
in 1992.

Table 3 presents the major producers of special quality carbon and alloy
steel semifinished products and hot-rolled bars, the locations of their
plants, their positions on the petition, and their shares of 1992 total
production of special quality carbon and alloy steel semifinished products and
bars. Firms in support of the petition accounted for *%%* percent of reported
U.S. production of special quality carbon and certain alloy steel semifinished
products in 1992, those opposed accounted for *** percent, and those that did
not wish to take a position on the petition accounted for *%% percent. Firms
in support of the petition accounted for *%% percent of U.S. production of
special quality carbon and certain alloy steel hot-rolled bars in 1992, those
opposed accounted for *%* percent, and those that did not wish to take a
position on the petition accounted for *%* percent. The firms that produce
special quality carbon and alloy steel products in the United States are
described below.

Company Profiles
Special quality steel semifinished and hot-rolled bar producers

Atlantic Steel.--Atlantic Steel, which *%% the petition, produces
special quality carbon and alloy steel semifinished products and hot-rolled
bars at its facility in Atlanta, GA, and accounted for *¥* and *** percent,
respectively, of reported U.S. production of such products in 1992. Atlantic
produces merchant bars, rods, and wire.

Auburn Steel.--Auburn Steel, which *** the petition, produces special
quality carbon and alloy steel semifinished products and hot-rolled bars at
its facility in Auburn, NY, and accounted for *** and *** percent, _
respectively, of reported U.S. production of such products in 1992. Auburn
produces special quality products in its establishment producing rebar,
merchant bars, and structurals. Auburn is %%,

Bethlehem Steel, Bar, Rod & Wire Division.--Bethlehem, which *¥** the
petition, produced special quality carbon and alloy steel semifinished

64 Questionnaires were not received in the final investigation from ¥¥%.
Commission staff estimates that these mills account for less than 10 percent
of U.S. production of special quality steels.
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Table 3 .

Special quality carbon and alloy steel products: U.S. producers, location of
producing facility, position on petition, and share of reported production of
semifinished products and hot-rolled bars in 1992

Position
on Share of U.S. production
Firm Location petition! Semifinished Bars
-------- Percent-------
Atlantic Steel......... Atlanta, GA *k% *xk Xk
Auburn Steel........... Auburn, NY *kk Kk Xk
Bethlehem Steel
Bar, Rod & Wire Div.. Johnstown, PA xxk *kk *xk
Lackawanna, NY
Border Steel........... El Paso, TX k% G G
Calumet Steel.......... Chicago Hts, IL  #%%* Tk Fodek
Chaparral Steel........ Midlothian, TX Fkk kst Xk
Charter Steel.......... Saukville, WI Kk Fke A
Copperweld Steel Co.... Warren, OH ' Xk Kk ek
Co-Steel Raritan....... Perth Amboy, NJ 0 ok A
Inland Steel Bar....... E. Chicago, IN Fkek F*kk *kk
Laclede Steel.......... Alton, IL ke ek Fedede
MacSteel (Quanex)...... Jackson, MI F*kk Fekek *kk
Ft. Smith, AR
North Star Steelb...... St. Paul, MN *kk : *kE bakaid
Monroe, MI
Wilton, IA
Beaumont, TX
Nucor.................. Norfolk, NE ek ek Jeseske
Darlington, SC
Plymouth, UT
Republic Engineered
Steels............... Canton, OH S Fedkk Jedkek
Sheffield Steel........ Joliet, IL S 2 iy k%
Timken Co.............. Canton, OH S *xk Kk
USS/Kobe Steel......... Lorain, OH Xk Rt pkakad
Total.............. 100.0 100.0

! S=supports, N=does not wish to take a position, and O=opposes.

2 Border stopped production in 1989.

3 Does not produce.

4 North Star produces special quality semifinished products and hot-rolled
bars at its Minnesota, Michigan, and Iowa facilities. The Texas facility
produces special quality semifinished products for use in wire rods.

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

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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products at its facility in Johnstown, PA, and special quality carbon and
alloy steel hot-rolled bar products at its facility in Lackawanna, NY.
Bethlehem's Bar, Rod & Wire Division accounted for *** and *** percent,
respectively, of reported U.S. production of special quality carbon and alloy
steel semifinished products and hot-rolled bars in 1992. Bethlehem's
operations producing semifinished and special quality carbon and alloy steel
bar and rod products accounted for *%%* percent of Bethlehem's establishment
net sales in 1992. Bethlehem was a petitioner in the recent Lead and Bismuth
investigations.

On January 29, 1992, Bethlehem announced its decision to exit the bar,
rod, and wire industry, offering its Bar, Rod, & Wire Division for sale.
Unable to complete a transaction for the entire division, Bethlehem announced,
on May 15, 1992, that it was initiating "an orderly phasing down" of the
division, exiting the business "as quickly as possible."%® That phasing down
was completed in September 1992. As of April 1993, Bethlehem had terminated a
previously announced letter of intent for the sale of the entire division to
Ispat Mexicana S.A. de CV (a member of the Ispat Group, with international
headquarters in Indonesia) due to the inability of the United Steelworkers and
Ispat to come to an agreement. Bethlehem is currently marketing the assets of
the division and considering proposals from qualified buyers to acquire all or
portions of the division's facilities.

Border Steel.--Border Steel, which *%¥% the petition, produced special
quality carbon and alloy hot-rolled steel bars in its El Paso, TX, facility
until 1989, when it exited the bar business. During the period of
investigation, Border made some limited sales of such bars from inventory.
Border is %%, ‘

Calumet Steel.--Calumet Steel, which **% the petition, produces special
quality carbon and alloy semifinished products and hot-rolled bars at its
" facility in Chicago Heights, IL, and accounted for **¥* and *** percent,
respectively, of reported U.S. production of such products in 1992. Calumet's
operations producing special quality steel products accounted for *%*¥% percent
of its establishment's total net sales in 1992, with the remainder accounted
for by rebar, merchant bars, and structurals.

Chaparral Steel.--Chaparral Steel, which #*%% the petition, produces
special quality carbon and alloy semifinished products and hot-rolled bars at
its facility in Midlothian, TX, and accounted for *%% and *** percent,
respectively, of reported U.S. production of such products in 1992. Chaparral
produces special quality steel products in its establishment producing rebar,
merchant bars, and structurals. Special quality products accounted for **%
percent of Chaparral's total net sales in 1992. Chaparral is #*%%,

Copperweld Steel Co.--Copperweld, which *%% the petition, produces
special quality carbon and alloy steel semifinished products and hot-rolled
bars at its facility in Warren, OH, and accounted for *¥%%* and **% percent,
respectively, of reported U.S. production of those products in 1992.
Copperweld is *%%,

65 Bethlehem Steel Corp., Press Release, May 15, 1992.
66 Bethlehem Steel Corp., Press Release, Apr. 1, 1993.
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Inland Steel, including Inland Steel Bar Co.--Inland, which **%* the
petition, produces special quality carbon and alloy steel semifinished
products and hot-rolled bars at its facility in East Chicago, IN, and
accounted for **¥* and *%* percent, respectively, of reported U.S. production
of such special quality products in 1992. 1Inland's operations producing
special quality carbon and alloy steel products accounted for *** percent of
its establishment's total net sales in 1992, with the remainder accounted for
almost entirely by rod and flat-rolled products, with a portion going to
structurals. Inland was a petitioner in the recent Lead and Bismuth
investigations.

Laclede Steel.--Laclede Steel, which *** the petition, produces special
quality carbon and alloy steel semifinished products and hot-rolled bars at
its facility in Alton, IL, and accounted for *¥% and *** percent,
respectively, of reported U.S. production of such products in 1992. Laclede's
operations producing special quality steel products accounted for *¥* percent
of its establishment's total net sales in 1992. Laclede produces special
quality products in its establishment producing wire rod, hot-rolled strip and
plate, chain, and pipe and tube. *%%,

MacSteel. --MacSteel, which *** the petition, produces special quality
carbon and alloy steel semifinished products and hot-rolled bars at its
facilities in Jackson, MI, and Ft. Smith, AR, and accounted for **%* and *%%*
percent, respectively, of reported U.S. production of such products in 1992.
MacSteel's operations producing special quality steel products accounted for
*%% percent of its establishment's total net sales in 1992. MacSteel is 100-
percent owned by the Quanex Corp. of Houston, TX.

North Star Steel.--North Star Steel, which **%* the petition, produces
special quality carbon and alloy steel semifinished products and hot-rolled
bars at its facilities in St. Paul, MN; Monroe, MI; and Wilton, IA; and
produces special quality carbon and alloy steel semifinished products for
production of wire rod at its facilities in Beaumont, TX. North Star
accounted for *%% and ***% percent, respectively, of reported U.S. production
of special quality semifinished products and bars in 1992. North Star's
operations producing special quality steel products accounted for *** percent
of its establishments'®’ total net sales in 1992, with the remainder accounted
for by merchant bars, structurals, wire rod, and rebar. North Star is a ¥%%.

Nucor. - -Nucor, which *%* the petition, produces special quality carbon
and alloy steel semifinished products and hot-rolled bars at its Norfolk, NE;
Darlington, SC; and Plymouth, UT, facilities, and accounted for *#%% and %%
percent, respectively, of reported U.S. production of such products in 1992.
Nucor's operations producing special quality products also produce wire rod,
structurals, and flat-rolled products.

Republic Engineered Steels, Inc.--Republic, a petitioner in this
investigation, produces special quality carbon and alloy steel semifinished
and hot-rolled bars at its facility in Canton, OH, and accounted for *%*¥* and
*%% percent, respectively, of reported U.S. production of such special quality
steel products in 1992. Republic's operations producing special quality
carbon and alloy steel products accounted for **¥% percent of its

67 Includes sales of Minnesota, Michigan, and Iowa facilities only.
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establishment's total net sales in 1992, with the remainder accounted for by
cold-finished, stainless steel, and tool steel products. Republic is not
owned by any other company.

Sheffield Steel.--Sheffield, which **%* the petition, produces special
quality carbon and alloy steel hot-rolled bars at its facility in Joliet, IL,
and accounted for **% percent of reported U.S. production of such products in
1992. Sheffield's special quality sales accounted for *** percent of its
establishment's total net sales in 1992. Sheffield is *%%,

The Timken Company.--Timken, a petitioner in this investigation,
produces special quality carbon and alloy steel semifinished products and hot-
rolled bars at its facility in Canton, OH, and accounted for *%* and #*¥%
percent, respectively, of reported U.S. production of such products in 1992.
Timken's operations producing special quality products accounted for ***
percent of its establishment's total net sales in 1992, with the remainder
accounted for by wire rod, specialty products, and pipe and tube. Timken is
not owned by any other company.

USS/Kobe Steel Co.--USS/Kobe, which *%* the petition, produces special
quality carbon and alloy steel semifinished products and hot-rolled bars at
its facility in Lorain, OH, and accounted for *%% and *%% percent,
respectively, of reported U.S. production of such special quality steel
products in 1992. USS/Kobe's operations producing special quality
semifinished and hot-rolled bar products accounted for #*¥* percent of its
establishment's total net sales in 1992.

Other special quality steel semifinished producers

Questionnaires were also received from certain producers who manufacture
semifinished products that fall under the scope of this investigation, but
which are used to produce downstream products that are not subject to the
investigation, primarily wire rod. Such producers include:

Charter Steel.--Charter Steel produces special quality carbon and alloy
steel semifinished products for use in wire rod at its facility in Saukville,
WI, and accounted for *** percent of reported U.S. production of semifinished
products in 1992. Charter produces special quality steel products in its
establishment producing wire rod and wire.

Co-Steel Raritan.--Co-Steel Raritan, which opposes the petition,
produces special quality carbon and alloy steel semifinished products at its
facility in Perth Amboy, NJ,. and accounted for *¥* percent of reported U.S.
production of semifinished products in 1992. Co-Steel Raritan's operations
producing special quality carbon and alloy steel products accounted for ¥*¥*¥
percent of the firm's total net sales in 1992, with the remainder accounted
for by wire rod and merchant quality carbon steel products. Co-Steel Raritan,
a respondent in this investigation, is 100-percent owned by Co-Steel, Inc., of
Whitby, Ontario, Canada.
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Minimills

The traditional definition of a minimill distinguishes it from an
integrated mill by focusing on method of steelmaking, product mix,
geographical sales base, management philosophy, and cost structure. However,
major changes in steelmaking technology, particularly trends toward decreasing
the minimum efficient scale of production and the convergence of integrated
and nonintegrated production processes, have blurred the distinction between
integrated mills and minimills.®® These changes have included the
installation of EAF and continuous casting facilities by integrated mills,
increases in average production capacity and geographic marketing area of
minimills, and minimills' expansion of their product lines into more
technologically demanding products, such as structurals and flat-rolled
products, special quality steels, and wire rods.®?

Size of the Domestic Industry

Both petitioners and respondents Agominas and Co-Steel Raritan assert
that the true size of the domestic industry differs significantly from the
industry described above. Petitioners argue that purchasers of special
quality steel bars view the industry as having three levels or classes of
producers’® and that only so-called Class 1 producers produce the like
product, as defined by petitioners.71 Petitioners assert that only so-called
Class 1 producers utilize certain features’ necessary to make special quality

68 For further discussion of the blurring of the distinction between
minimills and traditional mills, see, USITC, Steel Industry Annual Report Omn
Competitive Conditions in the Steel Industry and Industry Efforts to Adjust
and Modernize, USITC Publication 2436, Sept. 1991, pp. 3-38, 3-39.

69 In Lead and Bismuth, the Commission declined to assess the condition of
the free-machining steel producing industry by contrasting larger, allegedly
less efficient, integrated producers with so-called minimills that allegedly
have a much lower and more efficient cost structure. In ‘their decision, the
Commissioners stated that their evaluation and judgment must relate to the
domestic industry as a whole, not its individual components. Lead and
Bismuth, p. 33.

70 petitioners classify domestic producers as follows:

Class 1: Bethlehem Steel, Copperweld Steel, Inland Steel, MacSteel,
North Star Steel, Raritan River Steel, Republic Engineered Steel, The
Timken Company, and USS/Kobe;

Class 2: Chaparral Steel, Charter Steel, Green River Steel, Kentucky
Electric Steel, Koppel Steel, Laclede Steel, and Atlantic Steel;

Class 3: Auburn Steel, Calumet Steel, Nucor, Border Steel, and
Sheffield Steel.

71 Pre-hearing brief of Stewart & Stewart for petitioners, pp. 32-33.

72 These features are: a complex scrap management program, ladle refining,
vacuum degassing, large continuous cast cross-section, ingot production
capability, large blooms and billets, high reduction ratios for high quality,
billet and bloom casting, extensive billet and bloom testing, extensive
finishing and inspection capability, processes designed around strict
compliance with industry SBQ standards, processes readily capable of meeting
restricted SBQ standards, a wide variety of alloy and carbon steels, and a

(continued...)




I-32

steels. According to petitioners, so-called Class 2 and Class 3 producers,
alternatively referred to by petitioners as "minimills," do not utilize these
processes.”

Petitioners assert that "Class 2" and "Class 3" mills are niche special
quality producers,’ who are incapable of consistently producing the entire
size and grade ranges produced by the Brazilian respondents.” According to
petitioners, "Class 2" and "Class 3" mills are involved only to an "extremely
minor peripheral degree" in competing against the subject imports in the
domestic special quality market.”® Consequently, petitioners assert that the
domestic industry should be redefined to include only "Class 1" producers of
special quality steels and that the Commission's definition of the domestic
industry is overly broad.”’

Petitioners acknowledge that there is no reference in Commerce's scope
to these distinctions.”® Petitioners acknowledge that there are no ASTM or
other published industry standards defining classes of special quality
steels.” 1Instead, petitioners assert that this classification is a

72 (...continued)
wide variety of qualities. Petitioners' pre-hearing brief, exhibit P-5.

A tabulation of the more quantifiable of these features, compiled by
Commission staff, is presented in appendix G.

73 TR, testimony of Mr. Stewart and Charles West, President and Executive
Vice President of Steel, The Timken Company, p. 48.

74 Post-hearing submission of Stewart & Stewart for petitioners, Responses
to Questions Posed by the Commissioners and Commission Staff, p. 8.

7 TR, testimony of Russell W. Maier, President and CEO, Republic
Engineered Steels, pp. 25-26.

7 Post-hearing submission of Stewart & Stewart for petitioners, Responses
to Questions Posed by the Commissioners and Commission Staff, p. 6.

77 TR, testimony of Mr. Stewart, p. 87.

Based on a classification criteria of product size, petitioners argue
that shipments of mills that do not produce a full range of product over 3.13
inches should be excluded from the domestic industry. (Prehearing brief of
Stewart & Stewart for petitioners, p. 34.) However, they make no argument
that shipments of "Class 1" mills’ product that is below this size should be
similarly excluded. Data on shipments by size were not collected in the
Commission’s questionnaires. However, producers were asked to report
separately for coiled and cut bars in the preliminary investigation. Given
technological confines which limit coiled bar production to under 2-1/2
inches, coiled bar shipments can be taken as a conservative estimate of "Class
1" mills’ shipments of bar under 3.13 inches.

According to the Commission’s preliminary questionnaires, coiled bar
shipments accounted for *** and *** percent, respectively, of total free-
machining and other special quality bar shipments reported by "Class 1" mills.
Total reported shipments by "Class 1" mills in the final investigation were
significantly higher, largely due to *%% reporting of previously omitted
captive consumption. Based on total U.S. shipment data from the final
questionnaires, coiled bar shipments accounted for **% and *** percent,
respectively, of total free-machining and other special quality bar shipments
reported by "Class 1" mills.

78 TR, testimony of Mr. Stewart, p. 90.
7 Ibid., p. 90.
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reflection of petitioners' investigation and represents a summation of
knowledge that exists in the market place.80

Counsel for respondents counter that petitioners' definition of so-
called Class 1 mills is not used by purchasers of special quality bars .8
Respondents assert that various mills classified as "Class 2" and "Class 3,"
including Green River, Chaparral, Laclede, and Koppel, do compete with
Brazilian producers.® According to Norris Cylinder, at least one "Class 2n
mill, Green River, is capable of supplying the full range of sizes required by
Norris, including products with cross-sections in excess of 6 inches.83
Respondents assert that the decrease in reduction ratio requirements® has
broadened the field of mills able to supply purchasers' needs.® Lower cost
structures have allowed these newer, continuous cast producers to offer lower
prices, in one case ranging from 15 to 30 percent below prices of one domestic
supplier, leading to a change in suppliers.® One purchaser has reportedly
replaced most of its Brazilian purchases with a "Class 2" producer.®’
Respondent Co-Steel Raritan notes that it has been classified as a "Class 1v
bar producer even though it produces no bar products.38

Respondents Villares, ACESITA, and Mannesmann assert that technological
advances and changes in specification have allowed numerous continuous cast
mills to become newly approved suppliers.® Until recently, high reduction
ratio requirements mandated that most special quality bar sizes could only be
produced from ingots. However, technology advances in raw steelmaking and
forging have allowed purchasers to reexamine their requirements.?? As a
result, continuous cast material has become more acceptable’! and allowed more
special quality producers to qualify as suppliers.?? Several purchasers,
including Caterpillar, **%, report that they have lowered their reduction
ratio requirements.93

Respondents also deny petitioners' assertion that imports from Brazil
are limited to sizes over 3.13 inches. Invoices from *%¥%, provided by
respondents, indicate that bars under 3 inches did enter the United States

80 1bid., p. 93.

81 TR, testimony of Glen Sulpizio, Principal Buyer, Eaton Corp., pp. 166,
182.

82 TR, testimony of Mr. Baker, p. 172.

85 TR, testimony of Len Luscomb, Buyer, Norris Cylinder Co., p. 161.

8 Reduction ratio is the change in surface area between the semifinished
product and the finished bar.

85 TR, testimony of Mr. Sulpizio, pp. 162-165.

8 1bid., p. 165.

87 Ibid., p. 166.

8 TR, testimony of Ed M. Calanog, President, Co-Steel Raritan, p. 120.

89 Prehearing brief of Willkie, Farr & Gallagher for Villares, ACESITA, and
Mannesmann, p. 25.

90 Prehearing brief of Willkie, Farr & Gallagher for Villares, ACESITA, and
Mannesmann, p. 26.

91 Ibid., p. 27.

92 1bid., p. 28.

93 Prehearing brief of Powell, Goldstein, Frazier & Murphy for Caterpillar,
P. 3; and *%%.
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during the period of investigation.? Commission staff notes that based on
these invoices alone, it appears as if bars under 3 inches accounted for a
relatively small portion of total imports from Brazil.

Counsel for respondents Co-Steel Raritan and Acominas assert that the
Commission has substantially undercounted the number of domestic producers of
special quality semifinished products.® According to respondents, the broad
scope definition of special quality implies the inclusion of semifinished used
in various end products not included in the scope of the petition.%
Respondents assert that the domestic industry should include producers of
semifinished products for use in wire rod, tube rounds, rails, and some
structurals, in addition to semifinished products destined for bar
production.?” According to respondents' calculations, U.S. production of
other special quality semifinished products is over 16,000 tons.%8

The Commission staff has examined the respondents' calculation of the
size of this particular domestic industry. Staff notes that producer
questionnaires were sent in this investigation to all mills identified by
respondents as wire rod producers. Supplementary questionnaires specifically
requesting data on semifinished products meeting special quality definitions
but used to make wire rod were also sent to the largest rod producers.
Negative responses to the Commission's questionnaires were received from *¥%
and several mills not listed by respondents. Positive responses were received
from ***. No response was received from ***, Staff additionally notes that
the calculation of semifinished billets destined for structurals production,%’
which is included in respondents' calculation, includes grades which are not
special quality steels.

U.S. Importers

Information identifying importers of special quality carbon and alloy
steel products was provided by counsel for the petitioner and was verified
against files provided by the U.S. Customs Service. The Commission sent
questionnaires to *%* firms believed to be importers of the subject product
from Brazil, which include all the known major importers of special quality
carbon and alloy steel products. The *** responding importers'® are believed
to account for approximately *** percent of total imports of the subject

9% Post-hearing brief, Willkie, Farr & Gallagher for Villares, ACESITA, and
Mannesmann, Exhibit 1.

9 Prehearing brief of Baker & McKenzie for Acominas, pp. 15-16; and
prehearing brief of Jeffrey W. Carr for Co-Steel Raritan, p. 6.

% TR, testimony of Jeffrey W. Carr, p. 13.

97 TR, testimony of Robert L. Randall, Manager, Product Metallurgy, p. 127.

98 Prehearing brief of Jeffrey W. Carr for Co-Steel Raritan, Affidavit of
Robert L. Randall, Exhibit 1, p. 5.

99 Which include steel grades A36, A6, and A572. TR, testimony of Mr.
Randall, p. 155.

100 The Commission did not receive information in the final investigation
from the following firms that have been identified as U.S. importers of the
subject products from Brazil: *¥%%. Information received from *** in the
preliminary investigation is incorporated in this report.
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special quality carbon and alloy steel products from Brazil. Major importers
and their 1992 imports (in short tons) and share of reported imports (in
percent) of the subject products from Brazil are presented below:

Semifinished Hot-rolled bars
Quantity Share of Quantity Share of
Firm (in tomns) imports (in tons) imports
* * * * * * *

U.S. Producers' Imports

**%% U.S. producers, **%* and Co-Steel Raritan, reported purchasing

subject special quality carbon and alloy steel products from U.S. importers.
k%

Co-Steel Raritan's Purchases

Purchases by Co-Steel Raritan (Raritan) of subject special quality
semifinished products are substantial, accounting for **%* and **% percent,
respectively, of importers' shipments of subject free-machining and other
special qualityjm semifinished products in 1992. Raritan purchases such
products from Ferrostaal, which imports them from Agominas, and **%, which
imports them from *%%_ Raritan's purchases accounted for **% and *** percent,
respectively, of Acominas' and **%'s exports of subject semifinished products
to the United States in 1992.102

Raritan asserts that purchases of subject semifinished products are due
to *%x 103 Rimmed steels accounted for ¥ percent of Raritan's purchases from
Agominas in 1992; the remainder reportedly consisted of low-residual steels. 104
Raritan asserts that these products are not available from domestic mills,
many of which have shut down BOF ingot cast facilities in favor of more
efficient continuous casters or EAFs.195 As a result, Raritan has been forced
to supply these needs with foreign steel; recently, Brazil has been a major
source.

During the VRA period, Raritan's access to Brazilian billets was
restricted, and short supply requests were made.'% Short supply requests were

101 Other special quality semifinished products purchased by Co-Steel
.Raritan include the rimmed steel products discussed below, in "Respondents’
data."

102 Raritan purchased other special quality semifinished products from
Ago?gnas and non-lead and bismuth free-machining semifinished from *¥**,

03 sevexe

104 This represented a decline from previous years; rimmed steels accounted
for *%% and *** percent, respectively, of such purchases in 1990 and 1991.
Posthearing brief of Jeffrey W. Carr for Co-Steel Raritan, Exhibit 1.

105 prehearing brief of Jeffrey W. Carr for Co-Steel Raritan, Affidavit of
Ed M. Calanog, Exhibit 2, p. 2. '

106 prehearing brief of Jeffrey W. Carr for Co-Steel Raritan, p. 11.
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considered by Commerce in public proceedings that included notice and requests
for comment in the Federal Register and written questionnaires to potential
U.S. suppliers.w7 In considering these requests, Commerce and Raritan
conducted an exhaustive search for U.S. sources of this product.'® Based on
the determination that no such domestic product existed, Commerce authorized
Raritan to import additional materials from Brazil, approving Raritan's short
supply petitions in the full amount requested for five consecutive quarters.'%?

According to counsel for Raritan, Commerce did not consider Timken to be
a potential supplier of these billets.''® Republic (formerly LTV), claimed it
was capable of supplying all of Raritan's requirements; Republic reportedly
later tried to alter Raritan's specifications, claiming they were overly
stringent.! Republic was consequently found incapable of supplying Raritan
with billets of the requested specifications.'1?

Raritan has identified four producers with BOFs and ingot teeming
facilities, both necessary to make steel that meets Raritan's requirements:
%*%% 113 According to Raritan, these mills are currently unable to meet its
requirements. '

* x* * * x* * x

Raritan asserts that although petitioners produce a rimmed steel
substitute, so does Raritan; if the substitute was suitable for these
applications, Raritan would supply it.'"™ Raritan has reportedly discussed
production of rimmed steel with petitioner Timken, and concluded it is not

07 posthearing brief of Jeffrey W. Carr for Co-Steel Raritan, Exhibit 4, p.

3.

108 TR, testimony of Mr. Calanog, p. 123.

109 1bid., p. 124.

110 Posthearing brief of Jeffrey W. Carr for Co-Steel Raritan, Exhibit 5,
p-1 '

"1 Posthearing brief of Jeffrey W. Carr for Co-Steel Raritan, p. 11.
Raritan’s response to LTV's claims stated:
Our residual limits reflect the metallurgical judgement of our customers
and Raritan’'s engineers. Since Raritan produces electric furnace
billets, it has developed these residual limits not only through
theoretical technical considerations, but also through years of actual
monitoring of quality performance in customers’ processing. Elevated
residual levels are manifestly inferior for difficult rod applications
because of the negative effects on hardness, ductility, and/or heat
treatment response. Posthearing brief of Jeffrey W. Carr for Co-Steel
Raritan, Exhibit 5, Document No. 137-13, Letter from Charles Owen
Verrill, Jr., Wiley, Rein & Fielding, on behalf of Raritan River Steel,
to Mary Beth Double, Office of Agreements Compliance, Department of
Commerce, June 22, 1988.
12 posthearing brief of Jeffrey W. Carr for Co-Steel Raritan, Exhibit 5,
1.
"3 posthearing brief of Jeffrey W. Carr for Co-Steel Raritan, Affidavit of
Robert L. Randall, Exhibit 7, p. 3.
14 1bid.
"5 Ibid.
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within Timken's production capabilities.116 Raritan reportedly purchased a
test shipment of steel for a major tire cord customer, **¥%, from Timken, but
found that the fatigue life of the product was inadequate due to high
residuals.”

Respondent Agominas asserts that since the semifinished billets
purchased by Raritan from Agominas are not available in the United States,
there is no competition with the U.S. industry, no sales taken away from
petitioners in the U.S. market, and, consequently, no material in.jury.118
Respondents assert that an affirmative determination, blocking special quality
semifinished steel products from Brazil, will result in no benefit to the
petitioners.1?

* * * * * * %*

Petitioners counter that both are capable of producing a functional
equivalent to rimmed and low-residual steel.'?® According to petitioners,
Raritan's product specifications appear overly restrictive in light of the
destined applications'®! and there are no technical reasons why substitute
steels are not viable for Raritan's use. Petitioners assert that rimmed steel
substitutes are acceptable for use in flat products and there are no reasons
such substitutes could not be used in wire rod.'? Petitioners assert that
neither firm has been requested to quote on the products Raritan currently
purchases from Brazil.'?® Petitioners do not currently make the products in
question but are certain that they, along with other U.S. producers, would be
able to make the specified steel products if requested.'?® Petitioners assert
that Raritan should be classified as a related party on the basis of its ’
imports.1®

Apparent U.S. Consumption

The demand for special quality carbon and alloy steel products, as
intermediate products, depends largely on the level of overall economic
activity. In general, weak demand in the automotive and construction sectors
during 1991 contributed to declines in apparent U.S. consumption of special
quality carbon and alloy steel products.

116 TR, testimony of Mr. Randall, p. 143.

117 Posthearing brief of Jeffrey W. Carr for Co-Steel Raritan, Affidavit of
Robert L. Randall, Exhibit 7, p. 2.

118 prehearing brief of Baker & McKenzie for Acgominas, p. 1.

19 pPrehearing brief of Jeffrey W. Carr for Co-Steel Raritanm, p. 15.

120 posthearing submission of Stewart & Stewart for petitioners, Responses
to Questions Posed by Commissioners and Commission Staff, p. 35.

121 1bid., Affidavit of Barry M. Glasgal and George T. Matthews, Exhibit 6,
p. 1.
122 1bid., p. 3.
123 TR, testimony of Mr. Stewart, p. 106.
126 1hid.
125 prehearing brief of Stewart & Stewart for petitioners, p. 9.
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Market Trends

An examination of ‘economic conditions in the end-use markets for special
quality steel shows that growth in these markets has slowed since 1988.
Information received in this and other investigations indicates that the major
markets for special quality steel products are transportation equipment,
especially motor vehicles and equipment and aircraft and parts; industrial
machinery and equipment, especially engines and turbines, construction and
related machinery, and general industrial machinery; and electrical equipment.

The following tabulation displays end product shipments in these
markets,1?® as measured by the percent change in U.S. shipments from the
previous year, during 1989-91:1%7

Industry 1989 1990 1991 1988-91
Transportation
equipment........... 2.9 M 1.4 4.4
Motor vehicles and ,
equipment........... 1.4 (5.3) (0.8) (4.7)
Aircraft and parts.... 4.6 13.4 11.8 32.7
Industrial machinery.... 8.3 3.5 1.9 13.1
Engines and turbines.. 2.2 (2.1) 3.0 2.9
Construction
machinery........... 6.0 4.8 (10.3) (0.4)
General industrial :
machinery........... 9.1 6.6 10.0 27.9
Electrical equipment.... 4.7 (2.6) 28.7 31.2

1 Less than 0.05 percent.

Motor vehicles and equipment and construction machinery suffered an
overall drop in shipments from 1988 and 1991. Significantly, in the motor
vehicles and equipment industry, the major consumer of special quality steel,
shipments fell 5.3 percent between 1989 to 1990 and an additional 0.8 percent
between 1990 and 1991. Certain major industries experienced significant
growth between 1988 and 1991. Aircraft and parts, general industrial
machinery, and the broader sector of electrical equipment all grew more than
25 percent during this period. The broader markets of transportation
equipment and industrial machinery, as well as the engines and turbines
industry, also experienced positive growth between 1988 and 1991.

Factual data gathered during this investigation on apparent U.S.
consumption of free-machining carbon and alloy steel products and other
special quality carbon and alloy products are presented in tables 4 and 5.

The data are derived from responses to the Commission's questionnaires and are
composed of the sum of U.S. shipments (domestic shipments, company transfers,
and internal consumption) of U.S.-produced products, plus imports.

126 Based on the closest SIC equivalent. :
127 y.s. Department of Commerce, Annual Survey of Manufactures and Aerospace
Industries Association of America, Aerospace Facts and Figures 91-92, 1992.
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Table &4 .
Special quality carbon and certain alloy steel semifinished products: U.S.
shipments of domestic product, U.S. shipments of imports, and apparent U.S.

consumption, by products, 1990-92

Item 1990 1991 1992
___Quantity (short tons)
Free-machining: .
Producers' U.S. shipments.. 961,977 748,911 982,986
Importers' U.S. shipments.. 68,276 55,533 93,526
Apparent consumption..... 1,030,253 804,444 1,076,512
Other special quality: o
Producers' U.S. shipments.. 5,883,299 - 5,472,149 5,767,659
Importers' U.S. shipments.. 349,148 483,952 438,284
- .. Apparent consumption..... 6,232,447 5,956,101 6,205,943
All special quality:
Producers' U.S. shipments.. 6,845,276 6,221,060 6,750,645
Importers' U.S. shipments.. __417,424 539,485 531,810
Apparent consumption..... 7,262,700 6,760,545 7,282,455
Value (1,000 dollars)
Free-machining: . »
Producers' U.S. shipments.. 321,745 251,649 318,901
Importers' U.S. shipments.. 29,803 - 21,980 34,654
Apparent consumption..... 351,548 273,629 353,555
Other special quality: '
Producers' U.S. shipments.. 2,115,232 - 1,984,377 1,853,680
Importers' U.S. shipments.. __110,843 137,621 128,620
Apparent consumption..... 2,226,075 2,121,998 1,982,300
All special quality: ’
Producers' U.S. shipments.. 2,436,977 2,236,026 2,172,581
Importers' U.S. shipments.. 140,646 -159,601 163,274
Apparent consumption..... 2,577,623 2,395,627 2,335,855
Share of the quantity of U.S. consumption
' (percent)
Free-machining:
Producers' U.S. shipments.. 93.4 93.1 91.3
Importers' U.S. shipments.. 6.6 6.9 8.7
Other special quality: :
Producers' U.S. shipments.. 94.4 91.9 92.9
Importers' U.S. shipments.. 5.6 8.1 7.1
All special quality:
Producers' U.S. shipments.. 94.3 92.0 92.7
Importers' U.S. shipments.. 5.° ‘8.0 7.3
o Share of the value of U.S. consumption
' (percent)
Free-machining: '
Producers' U.S. shipments.. 91.5 92.0 90.2
Importers' U.S. shipments.. 8.5 8.0 9.8
Other special quality: ‘ o
Producers' U.S. shipments.. 95.0 93.5 93.5
Importers' U.S. shipments.. 5.0 6.5 6.5
All special quality: '
Producers' U.S. shipments.. 94.5 93.3 93.0
“Importers' U.S. shipments.. 5.5 6.7 7.0

Source: Compiled from data submitted

U.S. International Trade Commission.

in response to questionnaires of the
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Special quality carbon and certain alloy steel hot-rolled bars: U.S.
shipments of domestic product, U.S. shipments of imports, and apparent U.S.
consumption, by products, 1990-92 ' '

Item 1990 1991 1992
Quantity (short
Free-machining: .
Producers' U.S. shipments.. 776,432 601,006 767,130
Importers' U.S. shipments.. 134,069 140,897 140,544
Apparent consumptiom..... 910,501 741,903 907,674
Other special quality:
Producers' U.S. shipments.. 4,244,728 3,995,727 4,115,784
Importers' U.S. shipments.. 135,879 183,275 181,126
Apparent consumption..... 4,380,607 4,179,002 4,296,910
All special quality:
Producers' U.S. shipments.. 5,021,160 4,596,733 4,882,914
Importers' U.S. shipments.. 269,948 . 324,172 321,670
Apparent consumption..... 5,291,108 4,920,905 5,204,584
_Value (1,000 dollars)
Free-machining:
Producers' U.S. shipments.. 390,990 302,745 374,265
Importers' U.S. shipments.. 62,747 - 67,489 66,898
Apparent consumption..... 453,737 370,234 441,163
Other special quality:
Producers' U.S. shipments.. 2,070,735 1,908,613 1,902,030
Importers' U.S. shipments.. ___ 65,236 84,657 84,540
Apparent consumption..... 2,135,971 1,993,270 1,986,570
All special quality:
Producers' U.S. shipments.. 2,461,725 2,211,358 2,276,295
Importers' U.S. shipments.. 127,983 152,146 151,438
Apparent consumption..... 2,589,708 2,363,504 2,427,733
. " Share of the quantity of U.S. consumption
. (percent)
Free-machining:
Producers' U.S. shipments.. 85.3 81.0 84.5
Importers' U.S. shipments.. 14.7 19.0 15.5
Other special quality:
Producers' U.S. shipments.. 96.9 95.6 95.8
Importers' U.S. shipments.. 3.1 4.4 4.2
All special quality:
Producers' U.S. shipments.. 94.9 93.4 93.8
Importers' U.S. shipments.. 5.1 6.6 6.2
Share of the value of U.S. consumption
(percent)
Free-machining:
Producers' U.S. shipments.. 86.2 81.8 84.8
Importers' U.S. shipments.. 13.8 18.2° 15.2
Other special quality:
Producers' U.S. shipments.. 96.9 95.8 95.7
Importers' U.S. shipments.. 3.1 4.2 4.3
All special quality: ’
Producers' U.S. shipments.. 95.1 93.6 93.8
Importers' U.S. shipments.. 4.9 6.4 6.2

Source:

Compiled from data submitted

U.S. International Trade Commission.

in response to questionnaires of the
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Trends in Apparent Consumption

Apparent consumption of free-machining carbon and alloy steel
semifinished products rose by 4.5 percent in quantity during 1990-92, first
decreasing from 1.0 million tons in 1990 to 804,444 tons in 1991 (21.9
percent), and then increasing by 33.8 percent to 1.1 million tons during 1992.
Apparent consumption of other special quality semifinished products fell by
0.4 percent between 1990 and 1992, decreasing from 6.2 million tons in 1990 to
6.0 million tons in 1991 (4.4 percent), and then increasing by 4.2 percent to
6.2 million tons during 1992. Apparent consumption of free-machining carbon
and alloy steel hot-rolled bars fell by 0.3 percent in quantity during 1990-
92, decreasing from 910,501 tons in 1990 to 741,903 tons in 1991 (18.5
percent), and then increasing by 22.3 percent to 907,674 tons during 1992.
Apparent consumption of other special quality carbon and alloy steel hot-
rolled bars fell by 1.9 percent between 1990 and 1992, decreasing from 4.4
million tons in 1990 to 4.2 million tons in 1991 (4.6 percent), and then
increasing by 2.8 percent to 4.3 million tons during 1992.

U.S. Producers' Share of Apparent Consumption

The U.S. producers' share of total apparent consumption of free-
machining carbon and alloy steel semifinished products (based on quantity)
decreased from 93.4 percent in 1990 to 93.1 percent in 1991 and to 91.3
percent in 1992, falling 2.1 percentage points over that period. U.S.
producers' share of total apparent consumption of other special quality carbon
and alloy steel semifinished products decreased from 94.4 percent in 1990 to
91.9 percent in 1991 and increased to 92.9 percent in 1992, falling 1.5
percentage points over the period. The U.S. producers' share of total
apparent consumption of free-machining carbon and alloy steel hot-rolled bars
decreased from 85.3 percent in 1990 to 81.0 percent in 1991 and increased to
84.5 percent in 1992, falling 0.8 percentage point over the period. U.S.
producers' share of total apparent consumption of other special quality carbon
and alloy steel hot-rolled bars decreased from 96.9 percent in 1990 to 95.6
percent in 1991 and increased to 95.8 percent in 1992, falling 1.1 percentage
points over the period.

Channels of Distribution

Table 6 presents the shares of shipments of special quality carbon and
alloy steel bars by channels of distribution for both U.S. producers and U.S.
importers of bars from Brazil. Free-machining domestic steels are
characterized by the large percentage that is distributed through cold-
finishers, *** percent, as opposed to *** percent for other special quality
steels. The bulk of domestic production of special quality semifinished
products (***) is consumed internally to produce finished products, including
both the cut-length bars subject to this investigation and finished products
not subject to the investigation, such as coiled wire rods. In addition,
limited amounts of special quality carbon and alloy steel semifinished
products are sold by both U.S. producers and importers directly to processors
for rerolling or forging applications.
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Table 6 )
Special quality carbon and alloy steel hot-rolled bars: Shares of shipments
of product, by channels of distribution, 1992

* * ) * * * * *

CONSIDERATION OF ALLEGED MATERIAL INJURY TO AN
INDUSTRY IN THE UNITED STATES

The information in this section of the report was compiled from responses to
questionnaires of the U.S. International Trade Commission. The producers that
provided questionnaire responses are believed to account for approximately 90
percent of U.S. shipments of total special quality carbon and alloy steel products
in 1992. As mentioned previously, this report is structured to provide data and
information on the two product categories of semifinished products and hot-rolled
bars, and on three subproduct categories, as follows: (1) free-machining carbon
and certain alloy steel products; (2) other special quality carbon and certain
alloy steel products; and (3) all special quality carbon and certain alloy steel
products.

U.S. Production, Capacity, and Capacity Utilization

Data on reported U.S. production, average-of-period capacity, and capacity
utilization in connection with operations of special quality carbon and alloy
steel products are presented in table 7. Production of free-machining carbon and
alloy steel semifinished products decreased by 21.7 percent from 1990 to 1991, and
then increased by 26.2 percent in 1992. "Production of other special quality
carbon and alloy steel semifinished products fell by 7.8 percent from 1990 to
1991, and then increased by 4.4 percent in 1992. Production of free-machining
carbon and alloy steel hot-rolled bars fell by 22.6 percent between 1990 and 1991,
and then increased by 31.1 percent in 1992. Production of other special quality
carbon and alloy steel hot-rolled bars fell 7.1 percent from 1990 to 1991, and
then increased by 4.9 percent in 1992.

Average U.S. capacity to produce free-machining carbon and alloy steel
semifinished products decreased by 1.7 percent from 1990 to 1991, then increased
by 3.6 percent in 1992. Average U.S. capacity to produce other special quality
carbon and alloy steel semifinished products rose 4.0 percent during 1990-92.
Average U.S. capacity to produce free-machining carbon and alloy steel hot-rolled
bars fell by 2.6 percent from 1990 to 1992. Average U.S. capacity to produce
other special quality carbon and alloy steel hot-rolled bars increased by 1.9
percent during 1990-92. Changes in capacity in all categories reflect changes in
capacity allocation among products for many reporting companies over the period,
not actual changes in equipment.

Utilization of capacity to produce free-machining carbon and alloy steel
semifinished products decreased from 52.3 percent in 1990 to 41.6 percent in 1991,
and then increased to 50.7 percent in 1992. Utilization of capacity to produce
other special carbon and alloy steel semifinished products fell from 78.2 percent
in 1990 to 70.0 percent in 1991, and then rose to 72.1 percent in 1992.
Utilization of capacity to produce free-machining carbon and alloy steel hot-
rolled bars declined from 60.7 percent in 1990 to 47.5 percent in 1991, and then
increased to 63.2 percent in 1992. Utilization of capacity to produce other
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Table 7

Special quality carbon and certain alloy steel products:
production, and capacity utilization, by products, 1990-92

U.S. capacity,

Item 1990

1991

1992

Average-of-period capacity (short tons)

Semifinished products:

Free-machining............. 1,843,811 1,811,879 1,877,244
Other special quality...... 7,510,209 7,719,261 7,813,153
Total............... e 9,354,020 9,531,140 9,690,397
Hot-rolled bars: _ p
Free-machining......... «... 1,290,499 1,275,423 1,257,006
Other special quality...... 5,604,510 5,659,320 5,710,539
Total..........c.couvnnnn 6,895,009 6,934,743 6,967,545
Production (short tons)
Semifinished products: _ ' v
Free-machining............. - 963,715 . 754,352 952,091
Other special quality...... 5,911,856 5,451,651 - 5,691,666
Total........coovvvnnnn .. 6,875,571 6,206,003 6,643,757
Hot-rolled bars: _ . - :
Free-machining............. 782,992 ‘ 606,143 794,750
Other special quality...... 4,288,564 3,982,174 4,178,510
Total.........coivvivnnnn 5,071,556 4,588,317 4,973,260

Capacity utilization (percent)

Semifinished products:

Free-machining............ . - 52.3 41.6 50.7
Other special quality...... ' 78.2 70.0 72.1
Average.................. - 73.1 64.6 67.9
Hot-rolled bars: ' :
Free-machining............. - 60.7 47.5 63.2
Other special quality...... 76.5 70.4 73.2
AVETAge. . ..onoensennnnn. " 73.6 66.2 71.4

Note.--Capacity utilization is calculated using data of firms providing both

capacity and production information.

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

U.S. International Trade Commission.
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special quality carbon and alloy steel hot-rolled bars fell from 76.5 percent
in 1990 to 70.4 percent in 1991, and then rose to 73.2 percent in 1992.

U.S. Producers' U.S. Shipments

Data on U.S. producers' total shlpments of special quality carbon and
alloy steel products are presented in tables 8 and 9. Semifinished special
quality steel products were generally consumed internally in the production of
hot-rolled carbon and alloy steel bars or nonsubject finished products. U.S.
shipments of free-machining carbon and alloy steel hot-rolled bars decreased
by 22.6 percent from 1990 to 1991, and then increased by 27.6 percent from
1991 to 1992. U.S. shipments of other special quality carbon and alloy steel
hot-rolled bars fell by 5.9 percent from 1990 to 1991, and then rose by 3.0
percent from 1991 to 1992.

'U.S. Producers*' Exports

Information on U.S. producers' exports of special quality carbon and
alloy steel products is based on questionnaire responses of *** firms;128
exports accounted for approximately **% percent of total shipments of U.S.-
produced special quality carbon and alloy bars in 1992. There were no exports
of free-machining semifinished products during the period of investigation.
U.S. producers exported other special quality semifinished products only in
1991, when *** reported exports of *%*%,  Exports of special quality bar
products were also low.

U.S. Producers®' Inventories

U.S. producers' inventories of free-machining carbon and alloy steel
semifinished products remained relatively low during 1990-92, increasing from
1990 to 1991 and then decreasing significantly during 1992 (table 10).
Inventories of other special quality carbon and alloy steel semifinished
products were also relatively low, declining between 1990 and 1991, and
falling even lower in 1992. U.S. producers' inventories of free-machining
carbon and alloy steel hot-rolled bars increased significantly from 1990 to
1992, by 47.4 percent, although inventories as a percentage of shipments rose
only #*** percentage points over the period. Inventories of other special
quality carbon and alloy steel hot-rolled bars increased 13.1 percent over the
period, with inventories as a percentage of shipments rising *%%* percentage
points.

U.S. Producers* Employment and Wages

The average number of production and related workers producing all
special quality carbon and certain alloy steel semifinished products for the
producers that provided employment data decreased from 4,597 in 1990 to 4,140
in 1991, or by 9.9 percent, and increased to 4,220 in 1992, or by 1.9 percent
(table 11). The average hourly wage for production and related workers

128 sesent
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Special qﬁélity carbon and certain.alloy steel semifinished products:

Shipments by U.S. producers, by products

and by types, 1990-92

Item 1990 1991 1992
Quantity (short tons)
Free-machining:
Company transfers....... Jedee Fkk, Fkk
Domestic shipments...... fakadad *kk ek
Subtotal.............. 961,977 748,911 982,986
Exports...........o..... *%x% fakudad kil
Total................. Fkk ket Fkk
Other special quality: ' . :
Company transfers....... Kk Fkk ek
- Domestic shipments...... *kk *kk *kk
Subtotal........ e .. 5,883,299 5,472,149 5,767,659
Exports................. ] hatakad *kk ; bkt
Total................. kst F*kk ek
All special quality: '
‘Company transfers....... *kk Fkk Xk
Domestic shipments...... o Fkk %% Fkk
Subtotal.............. 6,845,276 6,221,060 6,750,645
Exports................. *k% *kk ‘ Sk
Total........ e Feek Fk% fakadad
Value (1,000 dollars)
Free-machining: _
.Company transfers....... Fkk Fkk *kk
Domestic shipments...... k% L Rk kXl
Subtotal........... e 321,745 251,649 318,901
Exports................. Fxk fakakad ket
Total................. Fekek *kk *kk
Other special quality: .
Company transfers....... Fkk Fkk ok
Domestic shipments...... akakal kil *%%
Subtotal............. . 2,115,232 1,984,377 1,853,680
Exports.........oovvnn. Fk¥ kil *x%
Total................. k. *%k Fkk
All special quality:
Company transfers....... Fkek ok *kx
Domestic shipments...... Kk *kk et
Subtotal............ .. 2,436,977 2,236,026 2,172,581
Exports................. bkl *¥x% k¥
Total................. Fekk *kk *kk

Table continued on next page.
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Special quality carbon and certain alloy steel semifinished products:
Shipments by U.S. producers, by products and by types, 1990-92

Item 1990 1991 1992
Unit value (per short ton)
Free-machining: '
Company transfers.......... Fkk *kk ok
Domestic shipments......... Fekk fakakad Fkk
Average......... e $334.46 $336.02 $324.42
Exports.............oo.o... Jekk bkl *xk
Average..........cocien.n Fedeke Fekek Fedkek
Other special quality:
Company transfers.......... *kk Fkek Fkk
Domestic shipments......... _Fkk bkt - kk%
Average...........couuunn 359.53 362.63 321.39
EXports.......cceivenunnnn. k% ke Fksk
Average.............00... Fk¥k L Fkdk
All special quality:
Company transfers.......... Fkk Fkk Fh¥
Domestic shipments.......... fakadad ek Fkk
Average...........coiununn 356.01 359.43 321.83
Exports..............couut fadadad Fkk Fhk
Average..........ccvucnun. Fkk Fkk FkF

Note: Company transfers include internal consumption.

Source:

U.S. International Trade Commission.

Compiled from data submitted in response to questionnaires of the
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Table 9 .
Special quality carbon and certain alloy steel hot-rolled bars: Shipments by
U.S. producers, by products and by types, 1990-92

Item 1990 1991 1992

Quantity (short tons)
Free-machining:
Company transfers.......... Fekk Fkk ek
Domestic shipments......... *kk Fxkek *kk
Subtotal................. 776,432 ' 601,006 767,130
Exports............oovun... Fxk ek Sk
Total...........covvnnnnn F*kk Fdek *kk
Other special quality:
Company transfers.......... *kk Fekek ks
Domestic shipments......... Fkk Fekek Fekek
Subtotal................. 4,244,728 3,995,727 4,115,784
Exports.........coieeennn. *x% Jek¥ *x%
Total.............covutn kot ek Fedek
All special quality: :
Company transfers.......... Fokk *kk skt
Domestic shipments......... fakadad *kek *kk
Subtotal................. 5,021,160 - 4,596,733 4,882,914
Exports............ . o0t *xk Fdkk *xk
Total.........covvviinn badatad Fekk Fkesk

Value (1,000 dollars)

Free-machining:

Company transfers.......... *kk dkk Fkk
Domestic shipments....... .. Jekk kk% *xk
Subtotal................. 390,990 302,745 374,265
Exports............ ...t Rkt : K%k Jekk
Total..........coovvvvnn. Fkk *kk Sk

Other special quality:

Company transfers.......... : *kk *kk ek
Domestic shipments......... k% *kk *kk
Subtotal................. 2,070,735 1,908,613 1,902,030
Exports..........cociiivn *xk Fkk sk
Total.........coivvennnnn Fdek *kk Fkk
All special quality:
Company transfers.......... ke Sk *kk
Domestic shipments......... Jedede *kk ' *k%k
Subtotal................. 2,461,725 2,211,358 2,276,295
Exports............ovnnn. ekl ek ]
Total...........coeuvnnn. el Sk Sk

Table continued on next page.
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~ Special quality carbon and certain alloy steéltht-roiled bars: Shipments by
U.S. producers, by products and by types, 1990-92 ’

Item 1990 1991 1992
Unit value (per short ton)
Free-machining: .
Company transfers.......... Fkk Fxk *kk
Domestic shipments......... F*kk kkk Fkk
Average............ e $503.57 $503.73 $487.88
Exports...........ooovvn Fkk *kk fakakad
Average.................. *kk bkt bkt
Other special quality:
Company transfers.......... Fxk k% Fkk
Domestic shipments......... Fkk Fkk Fkk
Average.................. 487.84 477.66 462.13
EXports........coveeuunnunn. Fxk akakad *x%
Average........cceeeeunn. FkF ek Fkk
All special quality: ‘
Company transfers.......... Fkk Fkx *kk
Domestic shipments......... Fkk Fedkek *kk
Average.............o0u.. 490.27 481.07 466.18
Exports.................... Rtk Fk¥ akakal
Average.................. it FkE Fkk
Note: Company transfers include internal consumption.

Source:

U.S. International Trade Commission.

Compiled from data submitted in response to questionnaires of the
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Table 10 .
Special quality carbon and certain - alloy steel products: End-of-period
inventories of U.S. producers, by products, 1990-92

Item 1990 1991 1992

Quantity (short tons)

Semifinished products:

Free-machining..... e . L EER *kk %k
Other special quality...... Fkk *k% *kk
Total.......... .. ... ..... 222,365 ' 182,851 : 73,575
Hot-rolled bars: _ )
Free-machining............. 50,113 ‘ 49,829 73,881
Other special quality...... 299,775 319,764 338,955

Total............ AN 349,888 369,593 412,836

Ratio to production (percent)

Semifinished products:

Free-machining............, == %% *kk ; Sk
Other special quality...... *%k *kdk Kk
Average.................. 3.2 2.9 1.1

Hot-rolled bars:

Free-machining............. 6.4 8.2 9.3
Other special quality...... 7.0 8.0 8.1
Average............ccuu... 6.9 8.1 8.3
v Ratio to U.S. shipments (percent)
Semifinished products:
Free-machining............. Fxk , Fkk *kk
Other special quality...... *x% Fkk ' Fkk
Average...........oiuennn 3.2 ‘ 2.9 1.1
Hot-rolled bars:
Free-machining............. 6.5 8.3 9.6
Other special quality...... 7.1 8.0 8.2
Average..........couuunn. 7.0 8.0 8.5
Ratio to total shipments (percent)
Semifinished products:
Free-machining..... e dkk ok Fokk
Other special quality...... Fkk Fkk : audd
Average.........covveee.n *hk Fkk ' ek
Hot-rolled bars: ' ‘ T
Free-machining............. Rk Fkk Sk
" Other special quality...... *kk *kk Fkk
AvVerage...........ccouu... *k% Fkek Fedek

Note.--Ratios are calculated using data of firms supplying both numerator and
denominator information.

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



Table 11

I-50

Average number of U.S. production and related workers producing special
quality carbon and certain-alloy steel products, hours worked, 1/ wages and
total compensation paid to such employees, and hourly wages, productivity,
and unit production costs, 2/ by products, 1990-92 3/

Item 1990 ) 1991 1992
Number of production and related
workers (PRWs)

Semifinished products: _

Free-machining............. 876 743 892
Other special quality...... 3,721 3,397 3,328
“Total..........oovvivnnnn 4,597 4,140 4,220

Hot-rolled bars:

Free-machining............. 1,178 1,055 1,059

Other special quality...... 4,060 3,810 3,652

Total.........ccvvvnnenn. 5,238 4,865 4,711
Hours worked by PRWs (1,000 hours)

Semifinished products:

Free-machining............. 1,619 1,294 1,671
Other special quality...... 7,816 6,903 6,732
Total...........ovvvvnnnn 9,435 8,197 8,403

Hot-rolled bars:

Free-machining............. 2,385 1,926 2,051

Other special quality...... 8,568 7,739 7,497

Total............ eeewe... 10,953 9,665 9,548
Wages paid to PRWs (1,000 dollars)

Semifinished products:

Free-machining...... PO 25,340 21,686 28,042
Other special quality...... 127,526 118,822 130,335
Total...........covuun.n. 152,866 140,508 158,377

Hot-rolled bars: " _

Free-machining...:.......... 38,502 30,221 36,637

Other special quality...... 141,098 117.638 121,150

Total..........covvuunnn. 179,600 147,859 157,787
Total compensation paid to PRWs

' (1,000 dollars)

Semifinished products: ' :
Free-machining............. 38,964 35,475 42,889
Other special quality...... 177,106 175,841 184,840

Total........ccovvunnnn. 216,070 211,316 227,729

Hot-rolled bars: :
Free-machining............. 57,676 48,322 55,681
Other special quality...... 197,008 175,150 173,19

Total......... Ceeeeee... 254,684 223,472 228,875

See footnotes at end of table.
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Average number of U.S. production and related workers producing special
quality carbon and certain alloy steel products, hours worked, 1/ wages and

total compensation paid to such employees, and hourly wages, productivity,
and unit production costs, 2/ by products, 1990-92 _/ : :
Item 11990 1991 1992
Hourly wages paid to PRWs
Semifinished products:
Free-machining............. $15.65 $16.76 $16.78
Other special quality...... 16.32 17.21 19.36
Average............. e 16.20 17.14 . 18.85
Hot-rolled bars: ’
Free-machining............. - 16.14 15.69 17.86
Other special quality...... 16.47 15.20 16.16
Average.................. 16.40 ~15.30 16.53

Semifinished products:
Fre€é-machining.............
Other special quality......

Average...........c.u..n

Hot-rolled bars:
Free-machining.............
Other special quality......

Average..................

Semifinished products:
Free-machining.............
Other special quality......

Average..................

Hot-rolled bars:
Free-machining.............
Other special quallty ......

Average..................

Semifinished products:
Free-machining.......... e
Other special quality......

Average..................

Hot-rolled bars: '
Free-machining......... SR
Other special quality......

Average..................

Hourly total compensation paid to PRWs

$24.07 $27.41 $25.67

22.66 25.47 27.46

22. 90 25.78 27.10

24.18 25.09 27.15

22.99 22.63 23.10

23.25 23.12 23.97

Productivity (short tons per hour)

0.488 0.472 0.466
.503 .496 .518
.501 .493 .508
.308 .289 .354
417 421 .454
.393 -394 .432

Unit labor costs (per short tomn)
$49.30 $$58.09 | $55.06
45.04 51.31 53.03
45,75 52.33 53.40

78.49 86.90 76.61

55.12 53.78 50.92

59.10 58.61 55.44

1/ Includes hours worked plus hours of paid leave time.
2/ On the basis of total compensation paid.
3/ Firms providing employment data accounted for 65 (semifinished) and 83

(bars) percent of reported total U.S.

shipments (based on quantity) in 1992.

Note.--Ratios are calculated using data of firms supplylng both numerator and

denomlnator information.

Source:

U.S. International Trade Commission.

Compiled from data submitted in résponse to questionnaires. of the
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producing all special quality carbon and alloy steel semifinished products
increased from $16.20 in 1990 to $17.14 in 1991 and to $18.85 in 1992.

The average number of production and related workers producing all
special quality carbon and certain alloy steel hot-rolled bars for the
producers that provided employment data decreased from 5,238 in 1990 to 4,865
in 1991, or by 7.1 percent, and decreased further to 4,711 in 1992, or by 3.2
percent. The average hourly wage for production and related workers producing
all special quality carbon and alloy steel hot-rolled bars decreased from
$16.40 in 1990 to $15.30 in 1991 and then rose to $16.53 in 1992.

Most firms reported that production and related workers producing
special quality carbon and alloy steel semifinished products and hot-rolled
bars were represented by the United Steelworkers of America, and those workers
accounted for *** percent of total reported production and related workers . 129
The following firms reported some form of labor reductions:130

Date(s) of No. of Duration of Reason for
Firm reductions workers reductions reductions

* * * * * * *

Financial Experience of U.S. Producers

Thirteen firms,'3! accounting for about *** percent of reported U.S. domestic
shipments of the subject special quality carbon and certain alloy steel bars in
1992, provided income-and-loss data on their operations related to special
quality carbon and certain alloy steel products and on their overall
establishment operations.

Only *** producers--#***--reported company transfers of free-machining and
other special quality carbon and certain alloy steel hot-rolled bars, which are
used mostly in the production of cold-finished bars. All other producers did not
report company transfers because they did not treat those hot-rolled bars used
for further processing as company transfers and could not compute the
profitability of such transfers on a reliable basis. Hence, the Commission
requested *** to provide income-and-loss data separately on its trade sales. The
majority of **¥%'s net sales were company transfers, and therefore its data were
not used. *%%'s data are shown in appendix H. Thus, the financial data for hot-
rolled bars presented in this section are for trade sales only. 132

129 production and related workers at *** are not represented by a union.
130 et

137 sesexe

132 The producer questionnaire data of Inland and Timken were verified in
the recent Lead and Bismuth investigations, which covered the period from 1989
to Sept. 30, 1992. The financial, capacity, shipment, and production data
were similar to the data in this investigation.  The verification results and
the difficulties in determining profitability for transfers were noted in the
staff report of investigations Nos. 701-TA-314-317 (Final) and 731-TA-552-555
(Final), p. I-74.




I-53

Many of the companies produce semifinished products that are entirely
consumed internally in the production of downstream products. The proportion of
trade sales to total production of semifinished products is very small (6 percent
based on shipment quantity). The companies without any trade sales could not
compute the profitability of semifinished products on a reliable basis, and those
companies with trade sales, except for ***, did not estimate profitability on the
total production of semifinished products. Therefore, the financial data for
semifinished products are presented for trade sales only.

Operations on Free-Machining Bars

Seven firms,133 accounting for *** percent of reported domestic shipments of
free-machining carbon and certain alloy steel hot-rolled bars in 1992, supplied
income-and-loss data. These data are presented in table 12.

Net trade sales value fell by 22 percent from 1990 to 1991 and then
increased by 22 percent from 1991 to 1992. During the same periods, net trade
sales in short tons declined by 23 percent and rose by 25 percent. The
industry reported aggregate operating losses in each year. The operating loss
margins increased from 7.6 percent of total net sales in 1990 to 8.9 percent
of total net sales in 1991, and then declined to 8.2 percent of total net
sales in 1992. Average net sales value per short ton rose by 0.8 percent from
1990 to 1991 and then declined by 2.0 percent in 1992. During the same
periods, the average cost of goods sold per short ton rose by 0.8 percent and
declined by 0.8 percent, respectively. :

- Selected income-and-loss data and value per short ton, by firms, are
presented in table 13. The trends of aggregate data represent the trends of
three firms--*¥*--because their sales accounted for *** percent of total net
sales in 1992. %%,

Operations on Other Special Quality Bars

Twelve firms,'3* accounting for *¥* percent of reported domestic
shipments of other special quality carbon and certain alloy steel hot-rolled
bars in 1992, supplied income-and-loss data. These data are presented in
table 14.

Net trade sales in value fell by 9 percent from 1990 to 1992. Net trade
sales in short tons declined by 6 percent from 1990 to 1991 and then rose by 1
percent from 1991 to 1992. Aggregate operating income declined from $95.5
million, or 6.4 percent of total net sales, in 1990, to $19.7 million, or 1.4
percent of total net sales, in 1991, and then rose to $59.7 million, or 4.4
percent of total net sales, in 1992. Average net sales value per short ton
declined by 4 percent from 1990 to 1992. Average cost of goods sold per short

133 e
134 jegese
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Table 12
Income-and-loss experience of U.S. producers on their operations producing

free-machining carbon and certain alloy steel hot-rolled bars, fiscal years
1990-92 1/ :

Item 1990 1991 1992

Quantity (short tons)

Net sales.................... 633,051 488,111 608.674

Value (1,000 dollars)

Net sales...........ccoouunn. 322,302 250,373 306,184
Cost of goods sold........... 324,144 252,088 311,357
Gross (loss)......ccvvununn. (1,842) (1,715) (5,173)
Selling, general, and

administrative expenses.... 22,540 20,518 20,018
Operating (loss)............. (24,382) (22,233) (25,191)
Startup or shutdown expense.. Fk* Fkek ke
Interest expense............. Fxk *kk - Fkk
Other income or (expense),

net. . ... .ottt fakadad fadadad ikl
Net (loss) before income

EAXES . .ttt it (26,661) (27,961) (33,984)
Depreciation and amortiza-

tion......civiiiiiniiin 8,692 8,472 13,366
Cash flow 2/................. (17,969) (19,489) (20,618)

Value (per short ton)

Net sales......coviveeunnnnnn $509 $513 $503
Cost of goods sold........... 512 516 512
Gross (loss).......coivun.. 3) 4) (8)
Selling, general, and

administrative expenses.... 36 42 33
Operating (loss)............. (39) (46) (41)

Ratio to net sales (percent)

Cost of goods sold........... 100.6 100.7 101.7
Gross (loss).............u... (0.6) (0.7) (1.7)
Selling, general, and

administrative expenses.... 7.0 8.2 6.5
Operating (loss)............. (7.6) (8.9) (8.2)
Net (loss) before income

EAXES. .o te i (8.3) (11.2) a1.1n

Number of firms reporting

Operating losses............. 4 4 4

Net losses...........cccovun 4 5 4

Data......iiiiiienrennennnn 7 7 7
1/ *%x.

2/ Cash flow is defined as net income or loss plus depreciation and
amortization.

Note.--Because of rounding, values per short ton may not add to the totals
shown.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 13
Income-and-loss experience of U.S. producers on their operations producing

free-machining carbon and certain alloy steel hot-rolled bars, by firms, fiscal
years 1990-92 :

Item 1990 1991 1992

Value (1,000 dollars)

Net sales:

* * * * * * *
Total.........ccuvvunnn.. 322,302 250,373 306,184
Operating income or (loss):
* * * * * * *

Total.................... (24,382) (22,233) (25,191)
Net income or (loss) before ) '

income taxes: B
* * * * * * *

Total..........ccoovnuinn. _(26,661) (27.961) _(33.,984)
Value (per short ton)
Net sales: |
* * * * * * *
Average.............ouu.. 509 513 503
Operating income or (loss):
* * * * * * *
Average........ e (39) (46) (41)

Ratio to net sales (percent)

Operating income or (loss):
* * * * * * ' *

Average..........ccueuunnn (7.6) (8.9) (8.2)
Net income or (loss) before :
income taxes:
* * * * * * *

AVerage. .......ueuueeannn (8.3) (11.2) (11.1)

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 14
Income-and-loss experience of U.S. producers on their operations producing

other special quality carbon and certain alloy steel hot-rolled bars, fiscal
years 1990-92 1/

Item | 1990 1991 1992
' ‘ Quantity (short tons)
Net sales..........cccvuven.. 3,078,131 2,884,639 2,919,762
Value (1,000 dollars)

Net sales..........covvnun... 1,495,634 1,383,658 1,365,660
Cost of goods sold........... 1,320,773 1,280,816 1,228,695
Gross profit................. 174,861 102,842 136,965
Selling, general, and

administrative expenses.... 79,371 83,140 77,226
Operating income............. 95,490 19,702 . 59,739
Startup or shutdown expense.. ek Xkk - *kk
Interest expense............. Fkk FEX - ek
Other expense, net........... : L dkkek ki Xk
Net income or (loss) before .

income taxes............... 56,520 (28,644) 23,731
Depreciation and amortiza- - :

tiom...... .t 58,294 68,106 67,337
Cash flow 2/................. 114,814 39,462 91,068

Value (per short ton)

Net sales......ccvviiiunnnunn. $486 . $480 $468
Cost of goods sold........... 429 444 . 421
Gross profit................. 57 36 47
Selling, general, and

administrative expenses.... 26 29 26
Operating income............. 31 ' 7 20

Ratio to net sales (percent)

Cost of goods sold........... 88.3 92.6 90.0
Gross profit................. 11.7 7.4 10.0
Selling, general, and

administrative expenses.... 5.3 6.0 5.7
Operating income............. 6.4 1.4 4.4
Net income or (loss) before

income taxes............... 3.8 (2.1 1.7

Number of firms reporting

Operating losses............. 2 4 4
Net losses............ouun. 2 5 5
Data........... i, 11 12 12

1/ %%%,
2/ Cash flow is defined as net income or loss plus depreciation and
amortization.

Note.--Because of rounding, values per short ton may not add to the totals
shown.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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ton rose by 3 percent from 1990 to 1991 and declined by 5 percent from 1991 to
1992.

Selected income-and-loss data and value per short ton, by firms, are
presented in table 15. *%%,

* * *

I
%
*
%

Operations on All Special Quality Bars

Twelve firmsﬂ3saccounting for *%%* percent of reported domestic
shipments of all special quality carbon and certain alloy steel hot-rolled
bars in 1992, supplied income-and-loss data. These data represent the
combination of data on operations on free-machining and other special quality
hot-rolled bars discussed earlier and are presented in tables 16 and 17.

The weighted-average fixed and variable costs per short ton computed on
the basis of the data provided by nine firms were about $146 and $328,
respectively, in 1992. '

Operations on Free-Machining Semifinished Products

Three firms,'3¢ accounting for *** percent of the quantity of reported
domestic (noncaptive) shipments and *** percent of the quantity of total
shipments (including company transfers and exports) of free-machining carbon
and certain alloy steel semifinished products in 1992, supplied income-and-
loss data. As mentioned before, most of the companies could not provide data
on company transfers because they do not accumulate cost data at the
semifinished stage of the product, and they could not reliably value such
transfers at market price because they had no trade sales of free-machining
carbon and certain alloy steel semifinished products. Hence, data presented
in table 18 reflect trade sales only for this product.

Net trade sales in short tons fell by *** percent from 1990 to 1991 and
then rose by *** percent from 1991 to 1992. During the same period, net trade
sales value fell by **%* percent and then rose by #*** percent. The firms
sustained an aggregate operating loss of *¥% or **%% percent of total net
sales, in 1991, compared with an operating income of **%, or *¥%¥% percent of
total net sales, in 1990. Such losses amounted to *¥%, or *%*% percent of
total net sales, in 1992. Average net sales value per short ton declined by
about *** percent from 1990 to 1991 and then dropped by *** percent in 1992.
During the same periods, average cost of goods sold per short ton rose by **%
percent and then declined by *** percent.

Selected income-and-loss data and value per short ton, by firms, are
presented in table 19. #%%,

135 sesent
136 wevese
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Table 15
Income-and-loss experience of U.S., producers on their operations producing

other special quality carbon and certain alloy steel hot-rolled bars, by firms,
fiscal years 1990-92 ‘ ’

Item 1990 1991 1992
Value (1,000 dollars)
Net sales:
* %* * * * * *
TOtal..ov o 1,495,634 1,383,658 1,365,660
Operating income or (loss):
* * * * * * *
Total.........c.iivivnn.. 95,490 19,702 59,739

Net income or (loss) before
income taxes:

* * * * * %* *
Total.......ovvevinnnnnnn 56,520 (28.644) 23,731
Value (per short ton)
Net sales:
* * * * * * *
Average............cc0uun. 486 480 468
Operating income or (loss):
* * * * * %* *
Average........ceeeeenn . 31 7 20

Ratio to net sales (percent)

Operating income or (loss):
* * * * * * *

Average..... et 6.4 1.4 4.4

Net income or (loss) before
income taxes:.
* * * * * * *

Average.........ccvieeennn 3.8 (2.1 1.7

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Income-and-loss experience of U.S. producers on their operations producing all
special quality carbon and certain alloy steel hot-rolled bars, fiscal years

1990-92 1/
Item 1990 1991 1992
Quantity (short tons)
Net sales.......... e 3,711,182 3,372,750 3,528,436
Value (1,000 dollars)
Net sales........ccviiunnn. 1,817,936 1,634,031 1,671,844
Cost of goods sold........... 1,644,917 1,532,904 1,540,052
Gross profit................. 173,019 101,127 131,792
Selling, general, and
administrative expenses.... 101,911 103,658 97,244
Operating income or (loss)... 71,108 (2,531) 34,548
Startup or shutdown expense.. Fkx Fek Fkk
Interest expense............. Fdk *kk *kk
Other expense, net........... fakakad i k]
Net income or (loss) before
income taxes............... 29,859 (56,605) (10,253)
Depreciation and amortiza-
tion....... ... il 66,986 76,578 80,703
Cash flow 2/................. 96,845 19,973 70,450
Value (per short ton)
Net sales..........ccvevuunnn $490 $484 $474
Cost of goods sold........... 443 454 436
Gross profit................. 47 30 37
Selling, general, and
administrative expenses.... 27 31 28
Operating income or (loss).. 19 [@)) 10
Ratio to net sales (percent)
Cost of goods sold.......... . 90.5 '93.8 92.1
Gross profit................. 9.5 6.2 7.9
Selling, general, and
administrative expenses... 5.6 6.3 5.8
Operating income or (loss)... 3.9 (0.2) 2.1
Net income or (loss) before
income taxes............... 1.6 (3.5) (0.6)
Number of firms reporting
Operating losses...... e 3 . 4 5
Net losses...........ovvnnnn. 3 5 6
3T oF- SO 11 12 12
1/ *%%,

2/ Cash flow is defined as net income or loss plus depreciation and

amortization.

Note. --Because of rounding, values per short ton may not add to the totals

shown.

Source:
International Trade Commission.

Compiled from data submitted in response to questionnaires of the U.S.



I-60

Table 17

Income-and-loss experience of U.S. producers on their operations producing all
special quality carbon and certain alloy steel hot-rolled bars, by firms,
fiscal years 1990-92

Item 1990 1991 1992
Value (1,000 dollars)
Net sales: :
* * * * * * *
Total.........oovvnevnn. 1,817,936 1,634,031 1,671,844
Operating income or (loss):
* * * * * * *
Total..........cccvvvnnnn 71,108 (2,531) A 34,548

Net income or (loss) before

income taxes: N
* * L% * * * *

Total.........ovvinvvnnn. 29,859 (56,605) (10,253)
Value (per short ton)
Net sales:
* * * * * * *
AVerage............u.n.n . 490 484 474
Operating income or (loss):
* * %* * * * *
Average..........coueue... 19 (@9) 10

Ratio to net sales (percent)

Operating income or (loss):
* * * * * * *

Average.........ccoeueunn 3.9 0.2 2.1
Net income or (loss) before

income taxes:
* * * * * * *

Average...........couuunn 1.6 (3.5 (0.6)

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

Table 18

Income-and-loss experience of U.S. producers on their operations producing
free-machining carbon and certain alloy steel semifinished products, fiscal
years 1990-92
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Table 19
Income-and-loss experience of U.S. producers on their operations producing

free-machining carbon and certain alloy steel semifinished products, by firms,
fiscal years 1990-92

* % * * * * *

Operations on Other Special Quality Semifinished Products

Four firms,'” accounting for *** percent of the quantity of reported
domestic (noncaptive) shipments and *** percent of the quantity of total
shipments (including company transfers and exports) of other special quality
carbon and certain alloy steel semifinished products in 1992, supplied income-
and-loss data. As mentioned before, most of the companies could not provide
data on company transfers because they do not accumulate cost data at the
semifinished stage of the product, and they could not reliably value such
transfers at market price because they had no trade sales of other special
quality carbon and certain alloy steel semifinished products. Hence, data
presented in table 20 reflect trade sales only for this product.

Table 20

Income-and-loss experience of U.S. producers on their operations producing
other special quality carbon and certain alloy steel semifinished products,
fiscal years 1990-92 '

% * * * * * *

Net trade sales in short tons and in dollar value fell by *** percent
from 1990 to 1992. Aggregate operating losses increased from %%, or %
percent of net sales, in 1990, to *%* million, or *%* percent of net sales, in
1991, and then declined to *** million, or *%** percent of net sales, in 1992.
Average net sales value per short ton remained stable at *%% during 1990-92.
Average cost of goods sold per short ton rose by *** percent from 1990 to 1991
and then declined by *** percent from 1991 to 1992.

Selected income-and-loss data and Vélue per short ton, by firms, are
presented in table 21. #*¥%,

Table 21 :
Income-and-loss experience of U.S. producers on their operations producing
other special quality carbon and certain alloy steel semifinished products, by
firms, fiscal years 1990-92

* * * * * * *

137 e,
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Operations on All Special Quality Semifinished~Products

These data represent’ the combination of data on operations on free-
machining and other special quality semifinished products discussed earlier
and are presented in tables 22 and 23.

Table 22
Income-and-loss experience of U.S. producers on their operations producing all

special quality carbon and certain alloy steel semifinished products, fiscal
years 1990-92

Table 23
Income-and-loss experience of U.S. producers on their operations producing all

special quality carbon and certain alloy steel semifinished products, by firms,
fiscal years 1990-92 .

* * * * * * *

The weighted-average fixed and variable costs per short ton computed on
the basis of the data provided by *** firms were about #*%* and *¥%,
respectively, in 1992.

Investment in Productive Facilities

The value of property, plant, and equipment and total assets, along with
the return on book value of fixed assets and the return on total assets, are
presented in table 24.

Capital Expenditures

Capital expenditures reported by U.S. producers are shown in table 25.
*%% incurred *** capital expenditures for both free-machining and other
special quality semifinished products in 1990, and for free-machining bars
during 1990-92. *%* incurred *%* capital expenditures for other special
quality bars during 1990-92.

Capital Expenditures and Expenses for Environmental Purposes

Capital expenditures and expenses included in operations for
environmental purposes'®® by U.S. firms are presented in table 26.

138 These data were collected at the request of the petitioners.
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Table 24

Value of assets and return on assets of U.S. producers' operations producing
subject special quality carbon and. certaln alloy steel products, by products,

fiscal years 1990-92

1991

See footnotes at end of table.

Item 1990 1992
Value (1,000 dollars)
All products:

Fixed assets:

Original cost........ ... 6,724,773 6,989,206 7,030,575

Book value............... 3,047,875 . 3,085,164 2,968,947

Total assets 1/............ 4,789,569 4,610,915 4,909,896
Free-machining semifinished: '

Fixed assets: :

Original cost............ *EF Fkx Fededk

Book value............... Fkk Fxkk Fkk

Total assets 2/............ kX k% Fkesk
Other semifinished: :

Fixed assets:

Original cost............ , *kdk Fkk T Fkk

Book value.......... e B Fedkek ke

Total assets 2/............ ’ Fedek k% %k
All semifinished: '

Fixed assets:

Original cost............ o kR sk *%%k

Book value............... Fkk L F%k

Total assets 2/............ dekek Rk Fkk
Free-machining bars: ‘

Fixed assets: B : ‘
Original cost............ , 377,570 382,213 437,391
Book value............... 165,017 161,237 212,050

Total assets 2/............ 241,051 225,084 339,899

Other bars:

Fixed assets:

Original cost............ - 1,005,834 . 1,128,860 1,162,623

Book value............... , 411,503 461,443 493,109

Total assets 2/............ 677,085 - 694,827 773,108
All bars: ’

Fixed assets: . :

Original cost............ 1,383,404 1,511,073 1,600,014
Book value............... 576,520 622,680 705,159
Total assets 2/.......... . 918,136 919,911 1,113,007
Return on book value of
fixed assets (percent) 3/
All products: . _ :
Operating return &4/........ . 7.4 (8.7) 4.7)
Net return 5/.............. : 2.6 (14.2) (9.5)
‘Free-machining semifinished:
Operating return _/ ........ Jekk Fekk Fkk
Net return 5/.............. Fedek Fedkek FRF
Other semifinished: , .
Operating return &4/........ Fkk Fekk Fkk
Net return 5/.............. : TRk *kk ke
All semifinished: A
Operating return &4/........ Fkk bakaid b
Net return 5/........... L. Fkk Eakaid Fkx



I-64

Table 24--Continued
Value of assets and return on assets of U.S. producers' operations producing

subject special quality carbon and certain alloy steel products, by products,
fiscal years 1990-92

Item | | 1990 1991 1992
' ‘ Return on book value of
fixed assets (percent) 3/

Free-machining bars:

Operating return 4/........ (15.0) : (14.0) (12.1)

Net return 5/.......... e (16.4) (17.6) (16.2)
Other bars: .

Operating return &4/........ 11.7 (3.5) 4.2

Net return 5/........ SR 5.0 (11.0) (0.6)
All bars: o

Operating return &4/........ 4.1 (6.2) . (0.7)

Net return 5/.............. a.1) 2.7 (5.3)

Return on total assets (percent) 3/

All products:

Operating return &4/........ 4.7 (5.8) (2.8)

Net return 5/.............. 1.6 (9.5 (5.7)
Free-machining semifinished:

Operating return 4/........ bakaid *kk *kk

Net return 5/.............. Fkk *kE Fkk
Other semifinished:

Operating return 4/........ *kdk F*kk k%

Net return 5/.............. *hk *dkek . Fkek
All semifinished: ,

Operating return 4/........ *dkk *kk *kk

Net return 5/........... B Fkk Fkk ¥k
Free-machining bars:

Operating return 4/........ (10.3) (10.1) (7.5)

Net return 5/.............. (11.2) (12.6) (10.1)
Other bars:

Operating return 4/........ 7.1 (2.3) 2.7

Net return 5/.............. 3.0 7.3 (0.4)
All bars: ' :

Operating return &4/........ 2.5 4.2) (0.4)

Net return 5/.............. (0.7) (8.6) (3.3)

1/ Defined as book value of fixed assets plus current and noncurrent assets.

2/ Total establishment assets are apportioned, by firm, to product groups on
the basis of the ratio of the respective book values of fixed assets.

3/ Computed using data from only those firms supplying both asset and
income-and-loss information, and as such, may not be derivable from data
presented.

4/ Defined as operating income or loss divided by asset value.

5/ Defined as net income or loss divided by asset value.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission. '
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Table 25
Capital expenditures by U.S. producers of subject special quality carbon and
certain alloy steel products, by products, fiscal years 1990-92

(In thousands of dollars)

Item 1990 1991 1992
All products................. 355,887 388,456 190,215
Semifinished products:
Free-machining............. bkt dkk *kk
Other special quality...... ol *kk bkl
Total................. ... k¥ 10,669 6,349
Bars:
Free-machining............. *kk Fkk F*k%
Other special quality...... %k *k% Eakakad
Total........oviviiinn 94,950 68,241 , 52,697

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

Table 26 :

Capital expenditures and expenses included in operations for environmental
purposes by U.S. producers of subject special quality carbon and certain alloy
steel products, by products, fiscal years 1990-92

(In thousands of dollars)

Item 1990 1991 1992
All products: )
Capital expenditures....... 25,288 27,876 22,811
Expensed in operations..... 114,516 119,944 123,189

Semifinished products:
Free-machining:

Capital expenditures..... *%% Feksk Tk
Expensed in operatioms... *¥%% Fkk ek
Other special quality:
Capital expenditures..... F¥k Fhk Fkk
Expensed in operatiomns... *xk *dek ek
Total:
Capital expenditures..... Kk *hk Kk
Expensed in operations... *kk Fkk *kk
Bars:
Free-machining: .
Capital expenditures..... *kk E Kk
Expensed in operations... *hk Kk . S
Other special quality:
Capital expenditures..... Fkek *kk ke
Expensed in operations... *kk Fxk ks
Total:
Capital expenditures..... k% Fokek *kk
Expensed in operations... Fxk *xk Tk

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



I-66

Research and Development Expenses

Research and development expenses reported by U.S. producers are
presented in table 27. Only *** reported research and development expenses
for both categories of semifinished products. %*%%* accounted for *** research
and development expenses for free-machining and other special quality bars
during 1990-92.

Impact of Imports on Capital and Investment

Appendix I contains U.S. producers' description and explanation of the
actual and potential negative effects of imports of certain special quality
carbon and alloy steel hot-rolled bars and semifinished products from Brazil
on their existing development and production efforts, growth, investment, and
ability to raise capital.

Table 27
Research and development expenses of U.S. producers of subject special quality
carbon and certain alloy steel products, by products, fiscal years 1990-92

* * * * * * *

CONSIDERATION OF THE QUESTION OF THREAT OF MATERTAL INJURY
TO AN INDUSTRY IN THE UNITED STATES

Section 771(7)(F)(i) of the Tariff Act of 1930 (19 U.s.C. §
1677(7)(F)(i)) provides that--

In determining whether an industry in the United States is
threatened with material injury by reason of imports (or sales for
importation) of the merchandise, the Commission shall consider,
among other relevant economic factors'3--

(I) If a subsidy is involved, such information as may
be presented to it by the administering authority as
to the nature of the subsidy (particularly as to
whether the subsidy is an export subsidy inconsistent
with the Agreement),

(II) any inerease in production capacity or existing
unused capacity in the exporting country likely to
result in a significant increase in imports of the
merchandise to the United States,

139 section 771(7)(F)(ii) of the Act (19 U.S.C. § 1677(7)(F)(ii)) provides
that "Any determination by the Commission under this title that an industry in
the United States is threatened with material injury shall be made on the
basis of evidence that the threat of material injury is real and that actual
injury is imminent. Such a determination may not be made on the basis of mere
conjecture or supposition.®
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(III) any rapid increase in United States market
penetration and the likelihood that the penetration
will increase to an injurious level,

(IV) 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
of the merchandise,

(V) any substantial increase in inventories of the
merchandise in the United States,

(VI) the presence of underutilized capacity for
producing the merchandise in the exporting country,

(VII) any other demonstrable adverse trends that
indicate the probability that the importation (or sale
for importation) of the merchandise (whether or not it
is actually being imported at the time) will be the
cause of actual injury,

(VIII) the potential for product-shifting if
production facilities owned or controlled by the
foreign manufacturers, which can be used to produce
products subject to investigation(s) under section 701
or 731 or to final orders under section 706 or 736,
are also used to produce the merchandise under
investigation,

(IX) in any investigation under this title which
involves imports of both a raw agricultural product
(within the meaning of paragraph (4)(E)(iv)) and any
product processed from such raw agricultural product,
the likelihood that there will be increased imports,
by reason of product shifting, if there is an
affirmative determination by the Commission under
section 705(b) (1) or 735(b) (1) with respect to either
the raw agricultural product or the processed
agricultural product (but not both), and

(X) the actual and potential negative effects on the
existing development and production efforts of the
domestic industry, including efforts to develop a
derivative or more advanced version of the like
product. 140

140 section 771(7)(F)(iii) of the Act (19 U.S.C. § 1677(7)(F)(iii)) further
provides that, in antidumping investigations, ". . . the Commission shall '
consider whether dumping in the markets of foreign countries (as evidenced by
dumping findings or antidumping remedies in other GATT member markets against
the same class or kind of merchandise manufactured or exported by the same
party as under investigation) suggests a threat of material injury to the
domestic industry."
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The available information on the volume, U.S. market penetration, and
pricing of imports of the subject merchandise (items (III) and (IV) above) is
presented in the section entitled "Consideration of the Causal Relationship
Between Imports of the Subject Products and the Alleged Material Injury;" and
information on the effects of imports of the subject merchandise on U.S.
producers' existing development and production efforts (item (X)) is presented
in appendix I. Items (I) and (IX) above are not applicable in this
investigation. Available information on U.S. inventories of the subject
products (item (V)); foreign producers' operations, including the potential
for "product-shifting" (items (II), (VI), and (VIII) above); any other threat
indicators, 1if applicable (item (VII) above); and any dumping in third-country
markets, follows.

Ability of Foreign Producers to Generate Exports
and the Availability of
Export Markets Other Than the United States

There are nine known manufacturers of special quality carbon and alloy
steel products in Brazil: Agos Anhanguera SA (Villares); Ago Minas Gerais SA
(Agominas); Villares Industria de Base SA (Vibasa); Cia Agos Especiais Itabira
(ACESITA); Agos Finos Piratini SA (Piratini); Mannesmann SA; Siderdrgica J.L.
Aliperti SA (Aliperti); Siderdrgica Mendes Junior SA (Mendes Junior); and
Aparegida. Data were received in this investigation by the five major
exporters of such products who were represented by counsel: Villares, Vibasa,
Agominas, ACESITA, and Mannesmann.

Respondents' Data'é!

Information on capacity, production, inventories, and shipments of
subject special quality carbon and alloy steel products for the major
Brazilian manufacturers/exporters was provided by counsel and is presented in
tables 28 and 29. Semifinished product capacity of the Brazilian producers,
representing a significant portion of production of subject special quality

141 The classification of certain subject imports from Brazil was the topic
of considerable attention at Commerce. The products under examination meet
traditional criteria for semifinished products, principally having been
subjected only to primary rolling and having a cross-sectional dimension over
4 inches, and enter the United States under HTS numbers designating
semifinished products, but meet finished bar standards. Respondents argue
that these products should be considered semifinished.

Commerce's Sept. 24, 1992, memorandum concludes that products which have
been hot-rolled only on a primary rolling mill but meet the physical
description and other characteristics of hot-rolled bars are considered to be
hot-rolled bars for the purposes of this investigation. This determination
affects all products produced by The Villares Group (Vibasa and Villares) and
some limited production by Agominas. Commerce's determination is reflected in
Brazilian production and shipment data included throughout this report. A
more detailed discussion of the criteria upon which Commerce based its
determination is included earlier in the section of this report entitled
"Semifinished Products vs. Bars."
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Table 28

Subject special quality carbon and certain alloy steel semifinished products:
Brazilian capacity, production, inventories, capacity utilization, and
shipments, 1990-92 and 1993-94 (projected)

* % * * * * *

Table 29

Subject special quality carbon and certain alloy steel hot-rolled bars:
Brazilian capacity, production, inventories, capacity utilization, and
shipments, 1990-92 and 1993-94 (projected)

* * * * * * *

carbon and alloy steel products in Brazil, rose by *** percent during 1990-
91, and rose by *** percent between 1991 and 1992. Capacity of the Brazilian
producers to produce hot-rolled bars rose by *** percent during 1990-91, and
rose by *¥%% percent between 1991 and 1992. For both products, increases in
capacity were due to increased efficiency in ***'s operations.

Exports to the United States by the Brazilian manufacturers accounted
for *¥* percent of total shipments of subject special quality carbon and alloy
steel semifinished products in 1990; this share increased to *** percent in
1991, and then decreased to *** percent in 1992. The Brazilian firms reported
operating at **%* percent of subject semifinished product capacity during 1990,
decreasing to *** percent in 1991, and then declining to *¥** percent during
'1992. Exports to the United States by the Brazilian manufacturers accounted
. for *%% percent of total shipments of subject special quality carbon and alloy
steel hot-rolled bars in 1990; this share decreased to *%* percent in 1991,
and then decreased to *** percent in 1992. The Brazilian firms reported
operating at **%* percent of subject hot-rolled bar capacity during 1990,
decreasing to *** percent in 1991, and then rising to **%* percent during 1992.

Acominas asserts that certain of its rimmed and capped steels supplied
to Co-Steel Raritan may not be special quality steels under the definitions
provided in the questionnaire. Rimmed and capped steels accounted for
approximately *%* percent of Ag¢ominas' production and *** percent of exports
of semifinished products to the United States in 1992. In the same year,
these products accounted for *** and *** percent, respectively, of total
reported Brazilian semifinished production and exports to the United States.
Agominas justifies the exclusion of such steels from the investigation based
on the following arguments: 142

° These are low-carbon and low-manganese steels (1006 to 1010)
without any alloying element and with no requirements as to
residual elements;

. Acominas guarantees these products only against gross defects, so
the product only undergoes visual inspection at the finishing

142 prehearing brief of Baker & McKenzie for Agominas, p. 13.
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line. No guarantee is given as to absence of small defects, such
as seams, which may be present at any depth. Seams are frequently
found in this material;

° Agominas provides no guarantee as regards grain-size, segregation,
or any metallographic features;

° The product is destined for "general application[s]," as stated in
the purchase orders received by Agominas; and

° The product is not reprocessed by Agominas' customer before

rolling into wire rod.

Table 30 presents information on Brazil's capacity, production,
inventories, and shipments of special quality carbon and alloy steel
semifinished products, excluding rimmed and capped semifinished products.
Production capacity and capacity utilization data are #*¥%,

Table 30

Subject special quality carbon and certain alloy steel semifinished products:
Alternative scenario for Brazilian capacity, production, inventories, capacity
utilization, and shipments, 1990-92 and 1993-94 (projected)

* * * * * * *

The issue of whether some of the special quality semifinished products
made by Agominas might be outside the scope of the investigation was not
considered by Commerce's product specialist during verification at Agominas:
facility or in Commerce's scope determination.'3 According to Co-Steel
Raritan, the purchaser of these steels, the broad definition of special
quality steel makes classification of these steels inconclusive.14

Additional Information Regarding the Brazilian Industry

Additional information on manufacturers/exporters of special quality
carbon and alloy steel products in Brazil is presented below. 145

Respondents represented by counsel

Cia Agos Especiais Itabira.--ACESITA was established in 1944. The
company's production is both ingot and continuously cast. Annual capacity is
unknown. The company's capital equipment includes one blast furnace, one
electric pig iron furnace, two BOFs, three EAFs, one slabbing mill, one
blooming mill, three bar mills, one hot-strip mill, two cold-reduction mills,
and one temper/skin pass mill. ACESITA's product line is comprised of foundry
pig iron; carbon steel ingots, slabs, blooms, billets, round and square bars,

143 TR, testimony of B. Thomas Peele III, Baker & McKenzie, p. 152.

144 TR, testimony of Mr. Calanog, p. 153.

145 Metal Bulletin Books, Iron and Steel Works of the World, 10th editionm,
1991, pp. 28-50.
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flats, bright bars, hot- and cold-rolled uncoated sheet and coil; stainless
steel ingots, slabs, blooms, billets, round and square bars, and flats; alloy
steel ingots, slabs, blooms, billets, round and square bars, flats, hot- and
cold-rolled hoop and strip; hot- and cold-rolled sheet and coil, and
electrical sheet and coil; free-cutting steel; high speed steel; leaded steel;
and iron, steel, and nonferrous castings. ACESITA accounted for *¥%* and ***
percent, respectively, of reported Brazilian production and exports to the
United States of special quality semifinished products in 1992. ACESITA
accounted for *%% and *** percent, respectively, of reported Brazilian
production and exports to the United States of special quality bars in the
same year. Sales of special quality products accounted for *¥*% percent of
total establishment sales in the most recent fiscal year.

Ago Minas Gerais SA.--Acominas, formerly a subsidiary of Siderbras, was
established in 1966. The company has 6,140 workers and office employees.
Acominas' production is ingot cast, and the company has an annual capacity of
1,860,000 metric tons of pig iron, 2,000,000 metric tons of raw steel, and
1,700,000 metric tons of finished steel. The company's capital equipment
includes coke ovens, a sinter plant, one blast furnace, two basic oxygen
converters, one vacuum degassing unit, one slabbing/blooming rolling mill and
one blooming/billet rolling mill. Agominas' product line is composed of
carbon steel slabs, primary and medium blooms, and billets. Acgominas
accounted for *¥%% and **%* percent, respectively, of reported Brazilian
production and exports to the United States of special quality semifinished
products in 1992. Agominas accounted for *%% and *** percent, respectively,
of reported Brazilian production and exports to the United States of special
quality bars in the same year. Sales of special quality products accounted
for *** percent of total establishment sales in the most recent fiscal year.

Ac¢os Anhanguera (Villares) SA.--Villares, part of the Villares group,
was established in 1966 and currently has 1,924 employees. Villares!'
production is ingot cast, and the company has an annual capacity of 370,000
metric tons of raw steel and 292,300 metric tons of finished steel. The
company's capital equipment includes three EAFs, one vacuum degasser, one
blooming mill, one billet mill, and two bar mills, and four bar straightening
and three peeling machines. Villares' product line is comprised of carbon
steel ingots, billets, round and square bars, flats, and bright bars; alloy
steel ingots, billets, round and square bars, bright bars; and bearing steel.
Villares accounted for *¥¥% and **% percent, respectively, of reported
Brazilian production and exports to the United States of special quality bars
in 1992. Sales of special quality products accounted for ¥¥%¥% percent of total
establishment sales in the most recent fiscal year.

Mannesmann SA.--Mannesmann, which is largely owned by Mannesmann AG,
Germany, was established in 1952 and currently has 7,651 employees.
Mannesmann's production is both ingot and continuously cast, and the company
has an annual capacity of 7,000 metric tons of pig iron and one million metric
tons of raw steel. The company's capital equipment includes two blast
furnaces, three electric pig iron furnaces, one basic oxygen converter, one
EAF, one continuous caster, one blooming and billet mill, one bar mill, four
seamless tube and pipe mills, and other pipe mills. Mannesmann's product line
is composed of pig iron; carbon steel ingots, billets, round and square bars,
flats, hexagons, seamless tubes and pipes, o0il country tubular goods (OCIG),
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cold drawn tubes and pipes, and forged tubes and pipes; and alloy steel
ingots, billets, round and square bars, flats, hexagons, seamless tubes and
pipes, OCTG, and forged tubes. Mannesmann accounted for ***% and *%* percent,
respectively, of reported Brazilian production and exports to the United
States of special quality semifinished products in 1992. Mannesmann accounted
for **% and *** percent, respectively, of reported Brazilian production and
exports to the United States of special quality bars in the same year. Sales
of special quality products accounted for *%*% percent of total sales in the
most recent fiscal year.

Villares Industrias de Base SA.--Vibasa, part of the Villares group, was
established in 1975 and currently has 2,025 employees. Vibasa's production is
ingot cast, and the company has an annual capacity of 36,000 metric tons of
pig iron, 400,000 metric tons of raw steel, and 310,000 metric tons of
finished steel. The company's capital equipment includes three EAFs, a vacuum
degassing system, one blooming mill, one billet mill, one bar mill, a heavy
foundry/forge, and centrifugal casting machines for tubes. Vibasa's product
line is comprised of foundry pig iron; carbon steel ingots, blooms, billets,
wire rod, round and square bars, flats, hexagons, and centrifugally cast
tubes; alloy steel ingots, blooms, billets, wire rod, round and square bars,
flats, and hexagons; bearing steel; free-cutting steel; leaded steel; and
spring steel. Vibasa accounted for *** and **%* percent, respectively, of
reported Brazilian production and exports to the United States of special
quality bars in the same year. Sales of special quality products accounted
for *** percent of total establishment sales in the most recent fiscal year.

Other Brazilian manufacturers/exporters

Sideridrgica J.L. Aliperti SA.--Aliperti was established in 1924; its
subsidiaries include SA Agro Industrial Eldorado (reforestation and charcoal
production) and Eldorado Comércio de Ferro e Ago Ltda (iron and steel
trading). The company has 1,800 employees. Aliperti's output is continuously
cast into billets, and the company has an annual capacity of 270,000 metric
tons of pig iron, 400,000 metric tons of raw steel, and 320,000 metric tons
finished steel. The company's capital equipment includes two blast furnaces,
one energy optimizing furnace, one refining plant, one four-strand billet
caster, and four rolling mills (billet, medium section, light section, and
bar). Aliperti's product line includes carbon steel billets, reinforcing
bars, round bars, square bars, flats, light angles, medium angles, and medium
channels.

Siderirgica Mendes Juanior SA.--Mendes Junior was established in 1984 and
currently has 7,600 employees. Mendes Junior's production is continuously
cast, and the company has an annual capacity of 600,000 metric tons of raw
steel and 1,100,000 metric tons of finished steel. The company's capital
equipment includes one EAF, one continuous billet caster, and a bar and rod
mill. Mendes Junior's product line is comprised of carbon steel wire rod,
reinforcing bars, round and square bars, bright wire, black annealed wire,
plain and barbed galvanized wire, and nails and staples.

Acos Finos Piratini SA.--Piratini, formerly a subsidiary of Siderbras,
was established in 1961 and currently has 2,400 employees. The company's
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production is currently ingot cast, but plans are underway to install a
continuous caster. Annual capacity is unknown. The company's capital
equipment includes a direct-reduction plant, one EAF, one billet mill, one bar
mill, and one wire rod mill. Piratini's product line is comprlsed of carbon
steel billets, wire rod, round and square bars, and flats; stainless steel
billets, wire rod, round and square bars, and flats; and alloy steel billets,
wire rod, round and square bars, and flats.

EC Dumping Duty Order

In February 1990 the Commission of the European Communities received a
complaint lodged by the European Confederation of Iron and Steel Industries
(Eurofer) on behalf of the majority of producers of certain semifinished
products of alloy steel. The complaint contained evidence of dumping and of
material injury caused by imports of certain semifinished products of special
engineered alloy steel, of rectangular (including square) cross-section, hot-
rolled or obtained by continuous casting, originating in Brazil and Turkey.
The investigation covered the period April 1, 1989, to March 31, 1990. On
March 30, 1992,%6 the EC issued its preliminary decision which established
weighted-average margins of dumping and price undercutting margins, and
determined that the dumped imports caused material injury to the Community
industry. The EC determined that the prices of the Brazilian exporters should
be increased by their price undercutting margin or their dumping margin,
whichever is the lower. On June 30, 1992, the EC affirmed its preliminary
decision and established definitive antidumping duties on imports of certain
semifinished products of alloy steel from Brazil. The margins and definitive

duties imposed (in percent) are as follows:'47
~ Dumping Undercutting Definitive
Firm ’ margin " margin duty
Vibasa......... 7.4 22.0 4.9
Anhanguera. .. .. 15.0 26.0 15.0
Acesita........ 37.9 15.0 8.5
Piratini....... 1.7 9.0 1.7
All other...... M M 15.0

1 Not applicable.

Petitioners assert that the imposition of these duties has eliminated
the large EC market as a potential outlet for unfairly traded exports from
Brazil, which will reportedly lead to increased emphasis on the U.S. market as
a target for Brazilian exports. 148 These duties apply only to spec1a1 quality
alloy steel semifinished products; special quality carbon steel semifinished
products and special quality carbon and alloy steel bars from Brazil are not
affected by the EC determination.

146 pue to the complexity of the proceeding, the investigation exceeded the
normal period of one year.

147 Commission (Provisional) Decision No. 891/92/ECSC and Commission
(Definitive) Decision No. 1775/92/ECSC are presented in appendix J.

148 prehearing brief of Stewart & Stewart for petitioners, p. 2.
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U.S. Importers' Inventories

U.S. importers' inventories of special quality carbon and alloy steel
products are shown in tables 31 and 32. Inventories of Brazilian semifinished
products as a percentage of imports fell dramatically from 1990 to 1991, then
remained essentially constant in 1992. Inventories of hot-rolled bars from
Brazil as a percentage of imports rose steadily from 1990 to 1992.

Table 31
Special quality carbon and certain alloy steel semifinished products:

End-of-period inventories of U.S. importers, by products and by sources,
1990-92 ‘

* * * * * * *

Table 32
Special quality carbon and certain alloy steel hot-rolled bars: End-of-period
inventories of U.S. importers, by products .and by sources, 1990-92

* * * * * * *

CONSIDERATION OF THE CAUSAL RELATIONSHIP BETWEEN IMPORTS OF THE
SUBJECT PRODUCTS AND THE ALLEGED MATERIAL INJURY

Imports

U.S. imports of non-lead and bismuth free-machining and other special
quality carbon and alloy steel semifinished products and cut-length hot-
rolled bars from Brazil (i.e., "subject" imports), based on responses to the
Commission's questionnaires, are presented in tables 33 and 34.147

Imports of the subject Brazilian free-machining semifinished products
fell *%** percent over the period, increasing from *%%* tons in 1990 to *¥%* tons
in 1991, or by *** percent, and then decreasing *** percent to **¥ tons in
1992. 1Imports of other special quality semifinished products subject to
investigation increased from *** tons in 1990 to *** tons in 1991, or by #*%%
percent, and then rose *** percent to *** tons in 1992. Imports of the
subject free-machining hot-rolled bars from Brazil decreased from *** tons in
1990 to *¥** tons in 1991, or by *¥*¥% percent, and then increased *¥¥* percent to
**%* tons in 1992. Imports of other special quality hot-rolled bars subject to
investigation increased from *** tons in 1990 to *** tons in 1991, or by %*¥%
percent, and then decreased *** percent to *%*% tons in 1992.

149 Imports from Brazil of lead and bismuth products and coiled bars, as
well as imports from countries not under investigation, are included in the
category "other sources." Imports of lead and bismuth bars from Brazil,
France, Germany, and the United Kingdom, which were subject imports in Lead
and Bismuth, are shown separately in the summary tables presented in
appendix F.
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Table 33
Special quality carbon and certain alloy steel semifinished products: U.S.
imports, by products and by sources, 1990-92

Item 1990 1991 1992

Quantity (short tons)

Free-machining:

Brazil (subject)........... *kk *kk *kk
Other sources.............. Eakatad . kil ket
Total........c.i... 68,276 55,533 93,526
Other special quality:
Brazil.............c.cov... FhF Fxk *kk
Other sources.............. | %kk fakakad ekl
Total................ .... 351,265 481,889 438,284
All special quality:
Brazil (subject)........... Fxk Fkk %k
Other sources.............. ¥k 4 ke kil
Total................. ... 419,541 537,422 531,810

Landed, duty-paid value (1,000 dollars)

Free-machining:

Brazil (subject)........... Fkk o *kk : *kk
Other sources.............. . Fkk e Jorkk
Total.............. P 26,477 ' 19,493 32,341
Other special quality:
Brazil............ccoue.. *kk *kk ks
Other sources........... N *xk ek Kk
Total.........ovviuenn... 107,757 135,225 126,135
All special quality:
Brazil (subject)........... Fkk *xkk *kk
Other sources.............. bkl hakakad Fkk
Total................. o, 134,234 154,718 158,476

Unit value (per short ton)

Free-machining:

Brazil (subject)........... FR* *kk Fhk
Other sources...... e eeea okl v Fkk Rkt
Average.............. ... $387.79 - $351.02 $345.80
Other special quality:
Brazil..................... Kkt : ek dekede
Other sources.............. %k . *dek ' Fkek
AVerage...........ocuuun. 306.77 280.61 287.79
All special quality:
Brazil (subject)........... *xk L Fk
Other sources.............. fakakad ' *k% *kk
Average...........ouuunnn 319.95 287.89 297.99

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. C
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Table 34

Special quality carbon and certain alloy steel hot-rolled bars: U.S.

imports, by products and by sources, 1990-92

Item 1990 1991 1992
Quantity (short tons)
Free-machining:
Brazil (subject)........... bk Tk *kk
Other sources.............. Fokdk *kk Eakakad
Total........covvveeennn. 133,855 140,825 *kk
Other special quality:
Brazil (subject)........... Fkk babaid bk
Other sources.............. dkk Rl Fkk
Total.........coviunnnn. 139,720 186,315 181,757
All special quality:
Brazil (subject)........... sk Fkk *kk
Other sources.............. Fkk bl *¥kk
Total................. ... 273,575 327,140 322,716

Landed, duty-paid value (1,000 dollars)

Free-machining:

Brazil (subject)........... ke Fkk Eebaid
Other sources.............. bdudad adaad *k%
Total........... ..ot 62,237 65,977 66,742
Other special quality:
Brazil (subject)........... k% *kk FEF
Other sources.............. bl Fk%k Fkk
Total.........covvvvnnne. 64,496 82,248 82,542
All special quality:
Brazil (subject)..... S Fokk Fkk Fokk
Other sources............. . bkl Fekk bt
Total........coiiviinnnt 126,733 148,225 149,284
Unit value (per short ton)
Free-machining: ’
Brazil (subject)........... *hk Fkk Fkk
Other sources.............. Fokk *kx *k%
Average......... [ $464.96 $468.50 $473.49
Other special quality:
Brazil (subject)........... L kX Fkk
Other sources.............. Fkk *¥k Fkk
Average.............. .... 46l1l.61 441.45 454 .13
All special quality:
Brazil (subject)........... ek ek *dk
Other sources.............. ok k% kol
Average.........ceueeeenn 463.25 453.09 462.59
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.



I-77

Market Penetration of Imﬁorts

Shares of apparent U.S. consumptlon accounted for by imports of subject
special quallty carbon and alloy steel products are presented in tables 35 and
36. Imports of subJect free-machining semifinished products as a percentage
of apparent U.S. consumption (by quantity) rose from *¥* percent in 1990 to
*%% percent in 1991, before falling to **¥ percent in 1992. Imports of
subject other special quality semifinished products as a percentage of
apparent U.S. consumption rose from *** percent in 1990 to *¥* percent in
1991, increasing to *** percent in 1992. Imports of subject free-machining
bars *** percent of apparent U.S. consumption in 1990 -and 1991, before rising
to **%* percent in 1992. Imports of subject other special quality bars *¥** .
percent in 1990 and 1992 and *** percent in 1991. . '

Market penetratlon of subJect imports over the period was low compared
. to penetration of nonsubject imports. Imports of nonsubject free-machining
semifinished products as a percentage of apparent U.S. consumption- (by
quantity) decreased from *** percent in 1990 to *¥* percent in 1991, before
rising to **¥% percent in 1992. Imports of nonsubject other special quality
semifinished products as a percentage of apparent U.S. consumption rose from
**% percent in 1990 to *** percent in 1991, then fell to *** percent in 1992.
Imports of nonsubject free-machining bars. increased from *** percent in 1990
to *¥% percent in 1991, before falling ‘to F¥kk percent in 1992. Imports of
nonsubJect other sggclal quality bars increased from *¥* percent in 1990 to
*%% percent in 1991; and to %%% percent in 1992.

Prices
Market Characteristics.

The special quality carbon and alloy steel hot-rolled bars-and semi-
finished products subject to this investigation are used in the automobile,
heavy equipment, and farm machinery industries and other major sectors of the
U.S. economy. While large quantities of bar products and most semifinished
products that enter the market are sold directly to large manufacturers to be
further processed for use in final products, significant quantities of bar
products are also sgld to independent forgers, cold finishers, steel
distributors, and other classes of customers. Producers and importers have
indicated that demasd for these products has generally declined in recent
years as a result of a:slower economy and declining purchases by the major
domestic auto producers. ’

Domestic producers and importers of these steel products may quote
prices on either an f.o.b. .or a delivered basis or both depending upon the
particular supplier's policy. *¥% generally sell on - an f.o.b. plant basis,
whereas *%*% quote delivered prices. 30 %%%x a major importer of these products
from Brazil, quotes prices on both an f.o.b and a delivered basis. Among: the

150. A number of U.S. producers also practice freight equalization. Under
this policy, purchasers pay freight costs equal to the costs of shipping from
the purchaser's nearest supplier and the producer absorbs any residual freight
costs.
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Table 35
Special quality carbon and certain alloy steel semifinished products: U.S.
shipments of domestic product, U.S. shipments of imports, and apparent U.S.
consumption, by products, 1990-92 :
Item _ _1990 1991 1992
Quantity (short toms)
Free-machining: :
Producers' U.S. shipments.. 961,977 748,911 982,986
Importers' U.S. shipments:
Brazil (subject)......... ek dekk Fkk
Other sources............ ok k% *kk
Total.................. 68,276 55,533 93.526
Apparent consump-
tiom.........oil 1,030,253 804,444 1,076,512
Other special quality: :
Producers' U.S. shipments.. 5,883,299 5,472,149 5,767,659
Importers®' U.S. shipments: :
Brazil................... Fkk ket Fkek
Other sources............ Jedek dkk *kk
Total.................. 349,148 483,952 438,284
Apparent consump- ‘
tion............... 6,232,447 5,956,101 6,205,943
All special quality: '
Producers' U.S. shipments.. 6,845,276 6,221,060 6,750,645
Importers' U.S. shipments:
Brazil (subject)......... Fkk *ikk *kok
Other sources............ Rakatad F*kk k%
Total.................. 417,424 539,485 531,810
Apparent consump-
tion......... R 1,262,700 6,760,545 7,282,455
Value (1,000 dollars)
Free-machining: ’
Producers' U.S. shipments.. - 321,745 251,649 318,901
Importers' U.S. shipments:
Brazil (subject)......... *hk *kk Jedeke
Other sources............ Fkk budadad Fkk
Total........covveennnn 29,803 21,980 34,654
Apparent consump- '
tion............... 351,548 273,629 353,555
Other special quality: ' »
Producers' U.S. shipments.. 2,115,232 1,984,377 1,853,680
Importers' U.S. shipments:
Brazil........ eresaae e Fkk *kk ek
Other sources............ F*kk Fekk k%
Total...........ccoc... 110,843 137,621 128,620
Apparent consump- .
tion............... 2,226,075 2,121,998 1,982,300

Table continued on next page.
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Table 35--Continued : ‘

Special quality carbon and certain alloy steel. semifinished products u.s.
shipments of domestic product U.S. shipments of imports, and apparent U.S
consumption, by products, 1990- 92 ’ -

Item 1990 o 1991 1992

Value (1 000 dollars)

All special quality: o B L
Producers' U.S. shipments.. 2,436,977 . 2 236 026 B 2,172,581

Importers' U.S. shipments:. o ' , ‘ : _
Brazil (subject)......... ; L A ddek Fdkek
Other sources............ Fkk » ' fadatad Fokk
- Total........... e - 140,646 ’ 159,601 163,274
Apparent consump- S o . ‘
tion:........... V.. 2,577,623 - 2,395,627 : 2,335,855
‘ o ‘ Share of the quantity of U.S. consumption
A (percent)
Free-machining: s o - ‘
" Producers' U.S. shipments. . 93.4 . ' 93.1 . 91.3
Importers' U.S. shipments: N '
Brazil (subject)...,..... L T kekk ‘ *kx
Other sources..... e ‘ *kk ' : *kk : ek
Total................ .. 6.6 : . 6.9 ' 8.7
Other special quality: o I .
Producers' U.S. shipments.. 9.4 ' 91.9 . 92.9
Importers' U.S. shipments: E '
Brazil................. e *kk *kk Fhk
Other sources......... P Jedek ' k% hakadad
Total.................. 5.6 8.1 7.1
All special quality: S : ' : _ ‘
Producers' U.S. shipments.. 94.3 : -~ 92.0 92.7
Importers' U.S. shipments: _ :
Brazil (subject)......... Lk ' Fkk Fkk
Other sources............ k% okt Fkk
Total.......covvvnennnnn 5.7 ' ' 8.0 7.3
‘Share of the value of U.S. consumption
(percent)
Free-machining: . . S :
Producers' U.S. shipments.. 91.5 92.0 - 90.2
Importers' U.S. shipments: o o :
Brazil (subject)......... s Rk , : i Fekk
Other sources......... . ... » .. ek
. Total................ .. 8.5 S ‘8.0 9.8
Other special quality: . _ '
Producers' U.S. shipments.. - 95.0 - ' 93.5 93.5
Importers' U.S. shipments: o
Brazil................... ‘ *kk ' ' *k%k k%
Other sources............ %% : *kk kol

Total.............cco.n 5.0 " 6.5 6.5
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Table 35--Continued ' o
'Special quality carbon and certain alloy steel semifinished products:

‘u.Ss.
shipments of domestic product, U.S. shipments of imports, and apparent U.S.
consumption, by products, 1990-92

Item = » 1990 - 1991 1992
' Share of the value of U,S. consumption
: : (percent)
All special quality: ,
Producers' U.S. shipments. . 94.5 93.3 93.0
Importers' U.S. shipments:
Brazil (subject)......... dk%k wkk *kk
Other sources........... " ek *kk *kk
Total.................. 5.5 o 6.7 7.0

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

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Special quality carbon and certain alloy steel hot-rolled bars:

shipments of domestic product, U.S.
consumption, by products, 1990-92

U.S.
shipments of imports, and apparent U.S.

Item 1990 1991 1992
Quantity (short tons)
Free-machining:
Producers' U.S. shipments.. 776,432 601,006 767,130
Importers' U.S. shipments:
Brazil (subject)......... Fksk *kk TRk
Other sources............ hadudad fakakad fakakad
Total...... e 134,069 140,897 140,544
Apparent consump-
tion............... 910,501 . 741,903 907,674
Other special quality: ' .
Producers' U.S. shipments.. 4,244,728 3,995,727 4,115,784
Importers' U.S. shipments:
Brazil (subject)......... Kk *%k% ok
Other sources............ Fk F*kk *kk
Total.................. 135,879 183,275 181,126
Apparent consump- ' '
tion............... 4,380,607 4,179,002 4,296,910
All special quality:
Producers' U.S. shipments.. 5,021,160 4,596,733 4,882,914
Importers' U.S. shipments:
Brazil (subject)......... L Fkk ke
Other sources............ okl Fdkek okl
Total.....vvennninnnn. 269,948 324,172 321,670
Apparent consump- :
tion............... 5,291,108 4,920,905 5,204,584
Value (1,000 dollars)
Free-machining: . , :
Producers' U.S. shipments.. 390,990 302,745 374,265
Importers' U.S. shipments:
Brazil (subject)......... %k Xk *x%
Other sources............ akatad Jededk fakakad
Total..............o... 62,747 67,489 66,898
Apparent consump-
tion............. .. 453,737 370,234 441,163
Other special quality:
Producers' U.S. shipments.. 2,070,735 1,908,613 1,902,030
Importers' U.S. shipments: ' ,
Brazil (subject)......... k% FR% %Rk
Other sources............ okl ikl fakadad
Total....... [ 65,236 84,657 84,540
Apparent consump-
tion........ ... ... 2,135,971 1,993,270 1,986,570

Table continued on next page.
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Table 36--Continued

Special quality carbon and certain alloy steel hot-rolled bars:

shipments of domestic product, U.S.
- consumption, by products, 1990-92

U.S.

shipments of imports, and apparent U.S.

Item 1990 1991 1992
Value (1,000 dollars)
All special quality:
Producers' U.S. shipments.. 2,461,725 2,211,358 2,276,295
Importers' U.S. shipments:
Brazil (subject)......... *kk Fkk Fkk
Other sources............ fakakad *kk Fkk
Total.................. 127,983 152,146 151,438
Apparent consump- : ”
tion............... 2,589,708 2,363,504 2,427,733
Share of the quantity of U.S. consumption
(percent)
Free-machining:
Producers' U.S. shipments.. 85.3 81.0 84.5
Importers' U.S. shipments:
Brazil (subject)......... dkk Fhk bk
Other sources............ ke k% paadad
Total.................. 14.7 19.0 15.5
Other special quality:
Producers' U.S. shipments.. 96.9 95.6 95.8
Importers' U.S. shipments:
Brazil (subject)......... *kk Fkk<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>