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PART I: DETERMINATIONS AND VIEWS OF THE COMMISSION






UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigations Nos. 731-TA-678 through 682 (Preliminary)
STAINLESS STEEL BAR FROM BRAZIL, INDIA, ITALY, JAPAN, AND SPAIN
D .

On the basis of the record' developed in the subject investigations, the Commission
unanimously determines, pursuant to section 733(a) of the Tariff Act of 1930 (19 U.S.C.
§ 1673b(a)), that there is a reasonable indication that an industry in the United States is
materially injured by reason of imports from Brazil, India, Italy, Japan, and Spain of .
stainless steel bar, provided for in subheadings 7222.10.00, 7222:20.00, and 7222.30.00 of
the Harmonized Tariff Schedule of the United States, that are alleged to be sold in the United
States at less than fair value (LTFV).> o ‘

Background

On December 30, 1993, a petition was filed with the Commission and the Department
of Commerce by Al Tech Specialty Steel Corp., Dunkirk, NY;

Carpenter Technology Corp., Reading, PA; Republic Engineered Steels, Inc., Massillon,

- OH; Slater Steels Corp., Fort Wayne, IN; Talley Metals Technology, Inc., Hartsville, SC;
and the United Steelworkers of America, AFL-Cy[O/CLC, alleging that an industry in the
United States is materially injured or threatened with material injury by reason of LTFV
imports of stainless steel bar from Brazil, India, Italy, Japan, and Spain. Accordingly,
effective December 30, 1993, the Commission instituted antidumping investigations Nos.
731-TA-678 through 682 (Preliminary).

Notice of the institution of the Commission’s investigations and of a public conference
to be held in connection therewith was given by posting copies of the notice in the Office of
the Secretary, U.S. International Trade Commission, Washington, DC, and by publishing the
notice in the Federal Register of January 7, 1994 (59 F.R. 1027). The conference was held
in Washington, DC, on January 20, 1994, and all persons who requested the opportunity
were permitted to appear in person or by counsel.

' The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19

CFR-§ 207.2(f)). ‘ ‘
.+ ? The imported stainless steel bar covered by these investigations comprises articles of stainiess

steel in straight lengths that have been either hot-rolled, forged, turned, cold-drawn, cold-rolled, or
otherwise cold-finished, or ground, having a uniform solid cross section along their whole length in the
shape of circles, segments of circles, ovals, rectangles (including squares), triangles, hexagons,
octagons, or other convex polygons. Except as specified above, the term does not include stainless
steel semifinished products, cut-to-length flat-rolled products (i.e., cut-to-length rolled products which
if less than 4.75 mm in thickness have & width measuring at least 10 times the thickness, or if 4.75
mm or more in thickness having a width which exceeds 150 mm and measures at least twice the
thickness), wire (i.e., cold-formed products in coils, of any uniform solid cross section along their
whole legnth, which do not conform to the definition of flat-rolled products), and angles, shapes, or
sections. Stainless steel bar includes cold-finished stainless steel bars that are turned or ground in
straight lengths, whether produced from hot-rolled bar or from straightened and cut rod or wire, and
reinforcing bars that have indentations, ribs, grooves, or other deformations produced during the
rolling process.
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VIEWS OF THE COMMISSION

Based on the record in these preliminary investigations, we unanimously determine that
there is a reasonable indication that an industry in the United States is materially injured by
reason of imports of stainless steel bar from Brazil, India, Italy, Japan, and Spain that are
alleged to be sold in the United States at less than fair value ("LTFV").}

I THE LEGAL STANDARD FOR PRELIMINARY INVESTIGATIONS

The legal standard in preliminary antidumping duty investigations requires the
Commission to determine, based upon the best information available at the time of the
preliminary determination, whether there is a reasonable indication that a domestic industry is
materially injured or threatened with material injury by reason of the allegedly LTFV -
imports.” In applying this standard, the Commission weighs the evidence before it to-
determine whether "(1) the record as a whole contains ¢lear and convincing evidence that
there is no material injury or threat of material injug; and (2) no likelihood exists that any
contrary evidence will arise in a final investigation.™ The U.S. Court of Appeals for the
Federal Circuit has held that this interpretation of the standard "accords with clearly
discernible legislative intent and is sufficiently reasonable."

II. LIKE PROD
"~ A. In General

To determine whether there is a reasonable indication that an industry in the United
States is materially injured or is threatened with material injury by reason of the subject
imports, we first define the "like product” and the "industry.” Section 771(4)(A) of the
Tariff Act of 1930 (the "Act”) defines the relevant 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 . . . ."" In
turn, “like product” is defined as "a product which is like, or in the absence of like, most
similar in characteristics and uses with, the article subject to an investigation . . . ."

19 U.S.C. § 1673b(a). Whether there is a reasonable indication that the establishment of an

industry in the United States is materially retarded is not an issue in these investigations.
During the latter stages of these investigations, certain respondents filed documents arguing that

the petition in thesc investigations was not properly filed because certain documents provided o
Commerce were not also provided to the Commission and, thus, that these investigations were not
properly initiated. 'They argued that the Commission should re-start the 45-day period undér which the
Commission must meke its prelirinary determination sfter the petition is properly filed. Commission
staff contacted staff of the Department of Commerce and discussed how this issue affected the
sufficiency of the petition filed on December 30, 1993, Commerce staff indicated that the
documentation in question was foreign market survey data pertinent to Commerce’s margins
calculation. Commerce staff reaffirmed that the petition filed December 30, 1993 was sufficient as
filed and did not act to change its determination. See 59 Fed. Reg. 3844 (Jan. 27, 1994). ;

‘19 U.S.C. § 1673b(a); see also American Lamb Co. v. United States, 785 F.2d 994 (Fed. Cir.
1986); Calabrian Corp. v. United States, 794 F. Supp. 377, 386 (Ct. Int’l Trade 1992).

* American Lamb, 785 F.2d at 1001; see also Torrington Co. v. United States, 790 F. Supp. 1161,
1165 (Ct. Int’l Trade 1992).

¢ American Lamb, 785 F.2d at 1004.

719 U.S.C. § 1677(4)(A).

19 U.S.C. § 1677(10).



Our like product determinations are factual, and we apply the statutory standard of
“like” or "most similar in characteristics and uses” on a case-by-case basis.” * We look for
clear dividing lines among possible like products, and disregard minor variations."” The
Department of Commerce ("Commerce”) has defined the articles subject to these
investigations as "stainless steel bar": :

For purposes of these investigations, the term "stainless steel bar® means articles
of stainless steel in straight lengths that have been either hot-rolled, forged,
turned, cold-drawn, cold-rolled or otherwise cold-finished, or ground, having a
uniform solid cross section along their whole length in the shape of circles,
segments of circles, ovals, rectangles (including squares), triangles, hexagons,
octagons or other convex polygons. Stainless steel bar includes cold-finished

- stainless steel bars that are turned or ground in straight lengths, whether
produced from hot-rolled bar or from straightened and cut rod or wire, and
reinforcing bars that have indentations, ribs, grooves, or other deformations
produced during the rolling process.”

Hot-rolled stainless steel bar is used primarily by cold-finished bar manufacturers
(including integrated producers and unrelated converters), manufacturers of forgings, and
machine shops (i.e., for the production of fasteners, turbines, and electrical and industrial
equipment).” The primary customers of cold-finished stainless steel bar are end users for
whom tight dimensional tolerance, surface condition, appearance, and finish are critical. The
cold-finished product is likely to be used for applications involving beverage, food, ,
pharmaceutical, refinery, power plant, and chemical process industry equipment.” Some
specific applications of cold-finished stainless steel bar are landing gear, automotive valves
and fittings, marine propeller shafts, pump shafis, and drive shafts.'

® Torrington Co. v. United States, 747 F. Supp. 744, 749 0.3 (Ct. Int’l Trade 1990), sff’d, 938
F.2d 1278 (Fed. Cir. 1951).

* The Commission generally considers 8 number of factors in snalyzing like product issues,
including: (1) physical characteristics and uses; (2) interchangesbility 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 (6) where appropriate, price. See, e.g.,
Calabrisn Corp. v. United States, 794 F. Su%p. 377, 382 n.4 (Ct. Int’l Trade 1992); Torrington, 747
F. Supp. st 74849, Ascciscion Colombians de Exportadores de Flores v. United States, 693 F. Supp.
1165, 1169 n.5 (Ct. Int’l Trade 1988) ("Asocoflores™). No single factor is dispositive, and the
Commission msy consider other factors it deems relevant based on the facts of & given investigation.
As discussed herein, however, we have applied the Commission’s semifinished products analysis rather
than this more traditional framework.

"'"See, ¢.g:, Compact Ductile Iron Waterworks Fittings and Accessories Thereof From the People’s

i ins, Inv. No. 731-TA-621 (Final), USITC Pub. 2671 (Aug. 1993).

Sec 55 Fed. Reg. 3844, 3845 (Jan. 27, 1994); sec Confidential Report ("CR") at I-9-11,
Appendix A, Public Report ("PR") at II-7, Appendix A. Commerce also indicated for each
investigation:

The stainless siec] bar subject to these investigations is currently classifiable under
subheadings 7222.10.00, 7222.20.00, and 7222.30.00 of the Harmonized Tariff Schedule
of the United States (HTSUS). Although the HTSUS subheading is provided for
convenience and customs purposes, our written description of the scope of these
investigations is dispositive.
5% Fed. Reg. 3844, 3845 (Jan. 27, 19%4). Commerce does not include within the definition stainless
steel ingots, bloom, or billet, cut length flat-rolled products, wire, and angles, shapes and sections.

® CR at 120, PR st II-12. ”

* CR at I-20, PR at II-12.

¥ CR at 1-20-21, PR at II-12.

I-6



Stainless steel bar production begins by melting steel with particular properties in an
electric arc furnace to cast ingots, bloom or billet.” The ingots, bloom or billet are usually
channeled through a reheat furnace to be hot-rolled or hot-forged into bar sizes.”” The bar
product that emerges from the hot rolling is termed "black bar." Annealing or other heat
treatment is perfoimed, following which the bar product may be subjected to spot
conditioning, straightening or mechanical or chemical cleaning of surface oxides (shot
 blasting, rough turning, or pickling, respectively)." '

The resultant bar can be further finished (j.e., cold-finished) by processes such as cold
drawing or cold rolling, grinding, and polishing.” Cold-finished bar may be annealed or
otherwise heat treated and descaled after cold drawing or cold rolling (which increases tensile
strength and hardness), although these operations necessitate larger tolerance limits because of
metal loss in heat treating and cleaning.” Cold-formed bars are typically subjected to
centerless grinding or grinding and polishing; or they may be cold drawn or cold rolled”

As discussed more fully below, when referring to “hot-rolled” bar, we are considering
"black bar” that has been annealed, straightened, de-scaled (pickled, shotblasted, or rough -
- ‘turned). 'When referring to cold-finished bar, we are considering stainless steel bar that has

‘been further worked beyond these steps for hot-rolled bar, such as cold forming or cold
- rolling, centerless grinding, smooth turning, and polishing.

B. Like Product Issues

The first like product issue in these investigations is whether to apply the Commission’s
traditional six factor paradigm, used to determine whether products at a similar stage of
production are a single "like product,” or to apply the 5 factor finished/semifinished products
analysis, used when analyzing products at different stages of production. Petitioners advocate
the use in these investigations of the finished/semifinished like product analysis. They argue
that such an analysis is appropriate here to define the like product in terms of a "vertical
product differentiation” as in other investigations when "a series of products are
manufactured along a vertical production continuum.*® Petitioners state that all end-use bars
are produced from the same initial product: hot-rolled stainless steel bar. They conclude
that such an analysis confirms that there is one like product, all stainless steel bar.
Respondents disagree with petitioners’ process continuum arguments and argue that hot-
rolled bar is a separate like product which is not dedicated to end uses for further processing
into cold-finished bar any more than wire rod is dedicated to that end use. They note that
"approximately one third of cold-finished bar is made from steel wire rod feed stocks" and,
thus, "does not follow petitioners” asserted continuum."”

' CR at I-13-16, PR at I1-9-10.

" CR at I-15-16, PR at 1I-10.

' CR at I-16-17, PR at II-11. _

* CR at I-18-19, PR st II-11. "Cold" refers to the fact that the product is mechanically worked at
smbient temperatures. CR 2t [-18 5.25, PR at [I-11 0.25. Some small diameter round stainless steel
bar are produced from rod (a coiled product typically supplied in hot rolled, pickled and annealed
condition) by de-coiling the rod, straightening it, and cutting it to length. CR at I-19, PR at II-11.

® CR at I-18-19, PR at II-11.

* CR at I-19, PR at II-11-12.

2 Petitioners’ postconference brief at 4. They also argued in the alternative that even under the six
~ traditional like product factors that the proper like product is all stainiess steel bar. We note that the

evidence presented for one like product was not entirely satisfactory. We invite all parties in any final
investigations t0 provide more complete information concerning the like product factors generally as
well as which like product analysis is more applicable. ’

2 Postconference brief of Brazilian Respondent Acos Villares, S.A.; Italian Respondent Cogne
S.p.A.; Japanese Respondent Daido Steel Co, Ltd.; and Spanish Respondent Roldan, S.A. Exhibit 3,
at 27-28, 29 ("Respondents’ joint postconference brief™). We note that the methodology u(sed byued
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We believe that the appropriate like product analysis for determining like product
treatment of stainless steel bar vis-a-vis hot-rolled versus cold-finished stainless steel bar is
the Commission’s finished/semifinished products analysis; however, we intend to reexamine
which analysis is more appropriate in any final investigations.* The record shows that cold-
finished bar goes through various stages of production before it reaches its final form. These
stages include various forms, including so-called black bar and hot-rolled bar, that are within
the scope of the investigation as defined by Commerce. The issues that respondents raise
seem (0 us are more appropriate considerations within the context of the ﬁmsha./semnmshw
products analysis rather than addressing whether or not that analysis should be applied.”

In applying the finished/semifinished products paradigm to the facts before us, we start
by recognizing that there is a disagreement among the parties about the definition of hot-
rolled and cold-finished bar. Petiticners view “hot-rolled bar” as bar that has been hot-

~rolled and not processed further in any way, a product that is also known as "black bar.
Respondents, on the other hand define “hot-rolled bar” to include bar that has been subject to
certain basic finishing operations such as annealing, straxghtemng, and surface conditioning -
such as de-scaling by pickling, shot blasting, or rough turning.

For purposes of our analysis we have determined that the product which petitioners
define as "hot-rolled” will be termed “black bar” and the product defined by respondents,
which is black bar that has been annealed, straightened, de-scaled (pickled, shotblasted, or
rough turned) will be termed hot-rolled bar. Such product when sold on the open market
generally mests ASTM A484 specifications for hot-rolled products but does not maintain the
smooth finish or tight tolerances of a cold-finished product and, thus, does not meet ASTM
A484 specifications for cold-finished stainless steel bar.

We now apply the five-factor finished/semifinished products analysis to determine
whether hot-rolled bar and cold-finished bar should be considered a single like product. The
record contains mixed evidence on the size of the merchant market for hot-rolled stainless
bar, demonstrating that the range could be from 10 percent to 30 percent of all stainless steel

* (...continued)
respondents, based on import trends and noi domsstic production, is unsstisfactory. We invite all
parties o address this issue further in any final investigations. See, e.g., Stainle 1
Lg_dﬂi;, Inv. No. 731-TA-638 (Final), USITC Pub. 2704 2t II-5, II-10 (Nov. 1993).

Under this analysis, the Commission examines five factors to determine whether parts,
componeats, subassemblies, or semifinished products should be inciuded as the same like product as a
finished product. These asre: (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 st sz esrlier stage
of production embodies or imparts to the finished article an essential characteristic or function. See

encils from the People’s Republic of Chins and Thailand, Inv. Nos. 731-TA-669-670
(Prehmma.ry), USITC Pub. 2713 at -6, I-7 & n.14 {Dec. 1993); Class 150 Stsinless Steel Threaded
Pipe Fittings from- Ia:m Inv. No. 731-TA-658 (Preliminary), USITC Pub. 2678 at 8-10 (Sept.
1993).

* The application of the semifinished product analysis is not outcome determinative. Based on the
enalysis the Commission can find one or muitiple like products. The arguments saised by respondents,
that there are independent uses for hot-rolled bar and that there are other semifinished products which
czn be made into cold finished ber, are issues to be considered within the context of the semifinished
:nallsxs, and are not preconditions for the application of the analysis.

The data discussed herein take into account that petitioners reported no merchant market sales of
hot-rolled stsiniess stesl bar due o the definition that they assigned io the product in their
guestionnaire responses. As noted above, the Commission defines hot-rolied stainless steel bar
differently then petitioners. In any finsl investigations, we will seek data on hoi-rolled stainless steel
bar =8 & product that includes annealing, de-scaling (such as by rough tuming, pickling, or shot
blesting) and straightening.
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bar shipments.” * Moreover, most hot-rolled bar that is produced is captively consumed.”
This captively consumed hot-rolled stainless steel bar is further processed into cold-finished
stainless bar. We note, however, that cold-finished stainless bar can be produced from
upstream products other than stainless steel bar. For example, stainless steel bar is made
from "rotary-forged" bar that is not hot-rolled, and small diameter cold-finished stainless
steel bar is produced from coiled rod.® With respect to non-captive end uses for hot-rolled
bar, end-users purchase it as an input to produce fasteners, turbines and electrical equipment,
among other things.” :

With respect to the necessity for and costs of further processing, the input costs of
feedstock stainless metal and the initial forming steps for hot-rolled bar are high. Further
processing during the cold-finishing stages will increase costs of the finished product.” The
magnitude of these reported costs differ depending upon whether they are reported by
integrated producers or cold finishers. Further, the amount of the costs will depend upon the
amount of extra processing performed for particular products. We will explore these issues
further in any final investigations, particularly in the context of how such costs are accounted

“for in the industry.® - o ' ‘
, Hot-rolled and cold-finished stainless bar are not interchangeable from a technical or
consumer standpoint,™ and the former is generally dedicated for use in producing the latter *
Hot-rolled sales dedicated to end uses other than for further processing into cold-finished
stainless bar are small — approximately 10 percent of total open market shipments of all
stainless steel bar — in comparison with the large amount of hot-rolled stainless bar dedicated
to further processing into cold-finished stainless bar.* 7

¥ Transcript of Commission Meeting, February 9, 1994; CR at 1-14-20, I-41, PR at 1I-9-12, II-22;
transcript at 44, 120, 150; Respondents’ joint postconference brief at 9, 14, Exhibit 3 at 23, Exhibit
3.P; Japanese respondents’ postconference brief at 8. We invite all parties to provide as complete
information as possible in any final investigations.

2 Commissioner Rohr notes that the aciual amount of hot-rolled bar that is dedicated for use is at
issue in these investigations because the calculation of the amount depends on the definition of the
product one employs. This will be a matter to further investigate in any final investigations.

¥ CR at 1-14-20, 141, PR at 11-9-12, II-22; transcript at 44, 120, 150; Respondents’ joint
postconference brief at 9, 14, Exhibit 3 at 23, Exhibit 3.P; Japanese respondents’ postconference brief
at 8. We note that some domestic producers produce stainless steel bar from billet that they have
purchased on the open market rather than casting their own billet.

* Transcript at 95-96; CR at I-19, PR at I-11. v

' CR at 1-20, 1-30-32, PR at II-12, II-17-19.

2 CR at 1-16-18, 1-30-32, 141, PR at II-10-11, 1I-17-19, 1I-22; Transcript of Commission Meeting,
Feb. 9, 1994. Respondents argue that the costs are significant when proceeding from hot-rolled
operations to cold-finishing operations. Respondents’ joint postconference brief at 24-28. Petitioners,
however, argue that any increase in costs are uniformly small. Petitioners’ postconference brief at 19.

* We note that some of the additional processing steps for certain cold-finished products involve
reannealing ‘or re-pickling, which are associated with the hot-rolling stages of production. This fact
- may create difficulty with adopting respondents’ like product definition or drawing a clear line between -
hot-rolled and cold-finished stainless bar. o ,

* CR at I-21, PR at II-12.

* Interchangeability is less important as a factor in this industry because even among various cold-
finished bars, one type will not be interchangeable with another if it does not meet the precise
specifications demanded for each particular end use application. Transcript at 45, 47.

* Transcript of Commission Meeting, Feb. 9, 1994. Petitioners argue that "[a]ll hot-rolled
stainless steel bar product is dedicated to an end use in the form of a cold-formed product” and is
unsuitable for sale on the open market unless it undergoes certain cold-finishing operations.
Petitioners’ postconference brief at 20.

Respondents argue that because hot-rolled stainless bar does not have the essential character of
cold-finished stainless bar, the former is not dedicated to the manufacture of the latter. Respondents’
joint postconference brief Exhibit 3, at 27-28, 29. They note that some hot-rolled stainles? bar ii:gld)

: continued...
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With regard to the final factor, the Commission generally focuses on product function
in evaluating the "essential characteristic."* Although hot-rolled and cold-finished stainless -
bar have the similar characteristic of being corrosion resistant, customers and producers in
the marketplace consider this to be a minimum qualification and are further concerned with
the tightness of tolerance and smoothness of the product, for which all stainless steel bar in
the domestic market place must meet ASTM A484 specifications.”

The five factors discussed above could support one like product or two like products
depending on how particularly the essential physical characteristic of stainless steel bar is
defined. For purposes of these preliminary investigations, we define one like product, all
stainless steel bar, in large part because of the inability based on the available information
drawn from these investigations to draw a clear line between hot-rolled stainless steel bar and
cold-finished stainless steel bar.”

% (...continued) o : , :
to end users for the manufacture of forgings, angles and light structurals or sold as flats and squsres to
make electrical and industrial equipment. [d. Exhibit 3, at 28,

Commissioner Brunsdale and Commissioner Crawford do oot join this reasoning. First, they do
not find that merchant market sales of hot-rolled bar are imsignificant. They note that just last summer
the Commission distinguished semifinished steel products from finished steel products when an
independent market existed for only six percent of the upstream product. See Certain Special Ouality
Carbon and Alloy Hot-Rolled Steel Bars and Rods and Semifinished Products from Brazil, Inv. No.
731-TA-572 (Final), USITC Pub. 2662 at 13 (July 1993). Second, the fact that stainless sieel bar is
also produced from other inputs such as stainiess steel wire rod diminishes, but by no means
eliminates, the importance of the extent of "dedicated use” of hot-rolled bar. Third, we note that, in
general, an upstream product that is largely consumed by & downstream industry and therefore largely
“dedicated” may nonetheless still have other uses that could potentizily consume large amounts of the
product. The demand from such potential users will depend, among other things, on the relative
prices of substitute upstream products.

* See, e.g., Certain Cased Pencils from the People’s Republic of China and Thailand, Inv. No.
731-TA-665-670 (Preliminary), USITC Pub. 2713 at I-6, I-7 & n.14 (Dec. 1993) (esseatial function
was ability to be used as a2 writing instrument); Generic Cephalexin from Canada, Inv. No. 731-TA-
423 (Final), USITC Pub. 2211 at 8-9 (Aug. 1989) (“therapeutic quality” of finished product found in
bulk cephalexin); Thermostatically Controlled Appliance Plugs end Internal Probe Thermostats
Therefor from Caneda, lspan, Malaysia, and Taiwen, Inv. Nos. 701-TA-292, 731-TA-400, 402-04
(Final), USITC Pub. 2152 at 7-8 (Jan. 1989) (essentiai characteristic of finished plug, ability to
regulate temperature, imparted by component at issue); Dynamic Random Access Memory
Semiconductors of 256 Kilobytes and Less from Japan, Inv. No. 731-TA-300 (Preliminary), USITC
Pub. 1803 at 6-7 (Jan. 1986) (essential charactenistic of completed DRAM, memory capacity, imparted
by die}.

* Transcript at 112-113, 123-124, 132, 167-169, 183, 221-223, 132; Respondents’ joint
postconference brief at 3-4, Exhibit 3, at 4-7, 15-20.

“ Commissioner Brunsdale notes that she has criticized the five-factor test in rather harsh terms.
See Sulfur Dyes from .China, India, and the United Kingdom, Inv. Nos. 731-TA-548, 550, and 551

" (Preliminary), USITC Pub. No. 2514, at 36-37 (May 1992); Magnesium from Canada, Inv. Nos. 701-
TA-309 and 731-TA-528 (Final), USITC Pub. 2550 AT 5-11 (Aug. 1992). She and Commissioner
Crawford fully concur in their colleagues’ declared intention to adopt a different test, one that asks in
various ways whether an identity of interest exists between the producers of the upstream and
downstream products, from now on. In these investigations, however, they too find there to be only
one like product, in large part because the data distinguishing hot-rolled and cold-finished steel
products simply do not exist. :

They also note two other like product issues that should be explored fully in any final
investigations. The first is the question of whether steel rod should be included in the like product
because it is & semifinished form of at least small diameter cold finished bar. This is a possibility that
they alluded to in Stainless Steel Wire Rod from India, Inv. No. 731-TA-638 (Final), USITC Pub.
2704, at 1-22 (Nov. 1993). Second, some of the respondents in these preliminary investigations have
forcefully argued that the most similar domestic product to imported true flat bar is Gauer bar, o:‘wd )

(continued...
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While we have applied our traditional five-factor finished/semifinished products analysis
to these preliminary investigations, we have decided to review and reexamine the analysis
itself as well as its application in any final investigations. The current five-factor paradigm
was enunciated by the Commission in 1985 and was merely a listing of various factors that
the Commission had considered in the relatively few semifinished products cases it had
considered up to that time.” The Commission did not at the time explain or provide a
systematic framework for the analysis. Since that time, we have applied the five factors in a
variety of factual situations. :

We have come to recognize both the utility and the shortcomings of the paradigm. In
many situations, the factors overlap or are inconsistent. Some, factors we believe, are
unnecessarily vague or too subjective. For these reasons, we have developed a new
paradigm that will be reflective of the experience the Commission has gained over the years
with the problems of analyzing semifinished products. Our purpose is to identify a product
. or products, the producers of which are in as similar a position .as possible to one another
vis-a-vis the subject imports.® © - . ~ :

To begin with, we believe that the "dedicated for use” criterion is obviously of
continuing relevance in this context. For example, the greater the extent to which an
upstream article of any kind is "dedicated for use" to the production of a particular
downstream article, the more likely it is that producers of both products will be in the same
position with respect to the imports of the articles. In such a case, it would therefore be
more reasonable to consider the two articles as a single like product.

We have also come to recognize that the "independent use” criterion is merely the
-reverse side of the dedicated for use criterion. The greater the number of independent uses
for an upstream product or the amount of an upstream product that goes to independent uses,
the less that imports of any one single downstream product will affect that upstream product.
These two factors should be viewed as the two ends of a continuum consisting of a single
factor.

In the traditional five-factor analysis, we look at both independent uses and markets.
While we have come to recognize dedicated use and independent use as a single factor,
independent markets are a different factor. Even if an upstream article is "dedicated for use”
in a particular downstream market, there can be independent markets for the two articles.
This would be the case, for example, if there is an independent group of producers who
process the upstream product, having purchased it in an open, competitive market. In such
a situation, the articles are more likely to comprise separate like products than if production
is integrated or performed under some form of tolling arrangements. The existence of an
independent market adds a separate layer of competition between buyers and sellers which
attenuates the impact of the buying and selling of the downstream imports on the upstream
product.

“ (...continued) = . o , oo
other steel products cut from plate. This may well be & fruitful line for the parties to explore in any
final investigations, and Commissioners Brunsdale and Crawford encourage them to do so.

' See Emasable Programmable Read Only Memories from Japan, Inv. No. 731-TA-288
(Preliminary), USITC Pub. 1778 (Nov. 1985); see also, e.g., Forged Undercarriage Components
from Italy, Inv. Nos. 701-TA-201, 731-TA-133 (Preliminary), USITC Pub. 1394 (June 1983) (first
Title VII Commission determination squarely addressing whether unfinished and finished articles
should be treated as a singie like product).

2 See 19 U.S.C. § 1677(10). Our five-factor paradigm is a specific application of the statutory
language of "characteristics and uses” in the context of vertically differentiated products.

* Chairman Newgquist notes that it is his sense that this discussion is not intended to depart
radically from past Commission practice, but rather is intended to refine the elements of the
Commission’s analysis and provide clearer guidance io the parties and the public regarding how the
Commission approaches this element of the determination.
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We have therefore determined that the existence of independent markets should remain
a separate factor in our analysis. We will examine this factor by looking, for example, at the
perception of the buyers and sellers in the markets and the historical conditions of o
competition. : '

A third criterion that we believe should be relevant is the degree to which the physical
characteristics and functions of the downstream article are present in the upstream article.
Essentially, the less the physical characteristics of the upstream article are changed in the
downstream processing, or the fewer the additional functions that are added to the product
during this processing, the more likely it should be that the two articles form a single like
product. The more that the functions are different, or the fewer physical similarities, the
more such different functions or characteristics can play a role in the competition in the
marketplace. The fewer such differences, the more producers of such articles are in a
similar situation with respect to the imports and, hence, the more apparent it is that the
articles represent a single like product. : o ' .

A fourth criterion should be the relative cost or value of the upstream and downstream
articles. This criterion is a modification of the current "necessity for and cost of further -
processing.” It eliminates the first part of the existing criterion as unnecessary. The
necessity for further processing is subsumed into our examination of dedicated and
independent uses. If an article does have independent uses, it does not appear to matter
whether those independent uses are for the upstream article in an "as is" condition or whether
those independent uses require the upstream article to be further processed into something
other than the particular downstream article under investigation.

In applying this criterion, the less the cost or value differential between the two
articles, the greater the identification of the two as a single like product. Obviously, a cost
and a value calculation may lead to somewhat different results. Depending upon the
relationship between the various entities in the production chain, one or the other type of
calculation might not be possible. Where there are independent producers at various stages
of the process, a value calculation is more likely to be possible, whereas in an integrated
relationship, cost might be the only calculation available. We believe it will be more useful
to have the flexibility to consider either.

Finally, a fifth criterion should be the nature and significance of the production process
through which the upstream article is processed into the downstream article. The
significance of the activity necessary to transform the unfinished to the finished product is
important. For example, if the process requires separate facilities or entirely separate
production lines, it is more likely to be significant than if it is merely one additional station
on a single line. The amount of capital equipment and labor used in the processing is also a
measure of the significance of the process.

The five factors which emerge are thus:

1. Is the upstream article dedicated to the production of the downstream article or does it
have independent uses?

~2.  Are Athereﬁercei’ved to be separate markets for the upstream and downstream articles?

3. How different are the physical characteristics and functions of the upstream and
downstream articles?

4.  What are the differences in the costs or value of the vertically differentiated articles?

5.  What is the significance and extent of the processes used to transform the upstream into
' the downstream articles?

These factors may be better suited to defining the like product in antidumping and
countervailing duty investigations than the current five-factor analysis. We invite all parties
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to comment on this analysis in any final investigations. We expect to refine further these
factors in future investigations and to determine their suitability for use in the many different
factual scenarios mvolvmg upstream and downstream articles.

II. DOMESTIC INDUSTRY
A. Domestic Producers

Having found one like product consisting of all stainless steel bar, we find that the
domestic industry consists of the domestic producers of stainless steel bar. Within the
domestic industry we have included independent cold finishers. These producers reportedly
purchase hot-rolied stainless steel bar and perform cold-finishing processes to the bar.* We
‘note that the information on these firms is limited, however, and that some of these
‘operations may be tolling operations. ‘We will seek addmonal information on the operanons

of cold finishers i in any final investigations. .

B. Captive Consumphon

At least 8 domestic firms are integrated producers that captively consume a substantial
portion of their hot-rolled stainless steel bar for further processing into cold-finished stainless
steel bar.“ This captive consumption comprises a substantial percentage of overall hot-rolled
stainless steel bar production.”

Notwithstanding petitioners’ arguments to the contrary, the Commission has found the
~ consideration of captive and open market sales data important to its analysis and has
consistently found that the domestic industry includes all U.S. production regardless of -
whether the production is for captive or merchant market consumption.® As the Commission
has also consistently found, however, the extent of captive consumption may be relevant as a
condition of competition, and subject imports may not affect merchant market production and
captive market production in the same way.” Accordingly, we have taken captive production
into account in these investigations. :

IV. CONDITION OF THE DOMESTIC INDUSTRY

In assessing whether there is a reasonable indication that the domestic industry is
materially injured by reason of alleged LTFV imports, the Commission considers all relevant
economic factors which have a bearing on the state of the industry in the United States.
These factors include output, sales, inventories, capacity utilization, market share,

“ CR at I-31, PR at II-18; Respondents’ joint postconference brief at 13-14.
“ CR st I-31, PR at II-18.
Tr.n.nscnpt st 44,'120, 150; Respondesnts’ ioint postconference brief st 9, 14, Exhibit 3 at 23,
Exhxbxt 3.P; Japanese respondents’ postconference brief at 8.
_ Pennoners posiconference bref at 27-25.
‘ &, e.g., 19 U.S.C. 1677(4)(A) &(D); Certa st-Rolled Ca Steel ts fror -
Argentins, Am:l, Austris, Belgium, Brazil, Canada, Finland, France, Germany, Iisly, Japan,
Ko exico. the Netheriands, New Zesland  Poland, Romanis, Spain, Sweden, and the United
Kingdom, Inv. Nos. 701-TA-319-332, 334, 336-342, 344, and 347-353 and 731-TA-573-579, 581-
502, 594-597, 559603, and 612-619 (Fmal), USIT c Pub. 2664 at 17 (Aug. 1993) ("Certain Flat-
Rolied Stesl®); Polxethxlene Terephthalate Film, Sheet and Strip from Japan, and the Republic of
Korea ("PET Film"), Inv. Nos. 731-TA-458 and 459 (Final), USITC Pub. 2383 at 19 (May 1991);
Potassium Hvdroxide from Canada, ltaly and the United Kingdom, Inv. Nos. 731-TA-542-544
(Prehmmnry), USITC Pub. 2482 at 9 =ad 10 (Feb. 1992). ‘
® See, ¢.g., Certain Flat-Rolled Steel, USITC Pub. 2664 at 15 and 17 (Aug. 1993); Electrolytic
Manganese onx;de from Greece and Japan, Inv. Nos. 731-TA-406 and 408 (Final), USITC Pub. 2177
gt 9 (Apr. 1989).
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emp::{ment, wages, productivity, profits, cash flow, return on investment, ability to raise
capital, and research and development. No single factor is determinative, and we consider
all relevant factors "within the context of the business cycle and conditions of competition
that are distinctive to the affected industry."® In evaluating the condition of the domestic

industry, we look at the domestic industry as a whole. '

In examining the condition of the domestic industry, we discuss the above industry
indicators for all domestic stainless steel bar, whether captively consumed or sold on the
merchant market. We note, however, that the domestic stainless steel bar industry involves
both the production of hot-rolled stainless steel bar and cold-finished stainless steel bar. We
also considered that most of domestic hot-rolled stainless steel bar is captively consumed to
be further processed into cold-finished stainless steel bar.”

Apparent U.S. consumption of stainless steel bar increased by quantity from 160,487
short tons in 1990 to 180,221 short tons in 1991, then remained virtually constant in 1992 at
180,258 short tons; the increase overall was 12.3 percent from 1990 to 1992.° Consumption
increased by 16.3 percent from interim period (January-September) 1992 to interim period
(January-September) 1993. On the basis of value, apparent U.S. consumption of stainless
steel bar increased from approximately $551 million in 1990 to $607.9 million in 1991, or
by 10.3 percent. Consumption by value declined by virtually the same amount in 1992
falling to about $558.5 million. Consumption by value was 5.0 percent higher, however, in
interim 1993 ($453 million) than in interim period 1992 ($431.6 million).

® 19 U.S.C. § 16T7(TYC)(iii).

. e.2., Wi i glaysis, Inv. No. 731-TA-644 (Preliminary), USITC Pub.
2620 at 19-20 and n.79 (Apr. 1993) ("The Commission msy take into account the departures from an
industry or the unigue circumstances of individual companies, but ultimately must sssess the condition
of the industry es & whole, and not on & company-by-company basis. ”) (citing Metallverken Nederland
myﬁmm_sm, 728 F. Supp. 730, 735 (Ct. Int’l Trade 1989)).

We 2iso note thet Voluntery Restraint Agreements ("VRAs") on stainless steel bar expired on
Mar. 31, 1992, Sec CR st I-24-26, PR at [I-14. Although stainless steel bar was & separate category
under the VRAs, it is difficult to assess whether the VRA quotas were filled because of product
shifting. Id. As noted above, the dats presented below take into account that petitioners reported no
merchant market sales of hot-rolled stainless steel bar due to the definition that they assigned to the
product in their questionnaire responses.

We note that we do not draw adverse inferences here, despite respondents’ request that we do
80, because there is some ambiguity associated with terms in the guestionnaires that could have
contributed to petitioners’ failure to report relevant data. In any final investigations, we will require
petitioners to report dats on hot-rolled stainless steel bar consistent with the definition we use above.

® Data referred to in this paragraph are summarized in Table 2, CR at I-27, PR at II-16; Table
C-1, CR 2t C-3, PR at C-3. With regard to all stainless steel bar, U.S. producers reported data for all
finished bar sold by the firm, which in their view constituted cold-formed bar (this is reflecied by their
responses to the questionnaires, where essentially no trade sales of hot-rolled bar were reported).

Thus pone of the dats with regard i those indicaiors represents so-called work-in-progress or
unfinished bar. Thus, there should be no double counting with regard to any of the data. Company
transfers of finished bar are inciuded in U.S. shipments and-in consumption. S

Tebles comprising all subject stainless steel bar imports are made up of two different data sets,
which are presented and combined into one set of consumption and market share caiculations on Tables
20 and C-1. The first data set presents imports of all stainless steel bar, and is preseated on pages CR
at 1-78, PR at I1-48 and CR at C-3, PR at C-3. These data are from official U.S. import statistics for
HTS subheadings 7222.10.00, 7222.20.00, and 7222.30.00. Therefore, they contain imporis of all
varieties of finished bar, both cold-formed and hot-finished. The second dats set, presented on Tables
4, 5, and C-1, CR st -39, 1-42, and C4, PR at [1-23-24, and C-4, comprises data on the U.S.
industry producing stainiess steel bar, as compiled from questionnaire responses. These data relate to
finished stainless stecl bar, which to most members of the domestic industry signifies cold-formed
stainless steel bar. Shipments comprise both open-market and captive shipmeats, but of finished bar.
The two data sets are combined at the top of CR at C-3, PR at C-3, showing the quantity and value of
U.S. consumption and the respective market shares of imports and U.S. shipments.
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Domestic production of stainless steel bar increased from 135,826 short tons in 1990 to
148,399 short tons in 1992, or by 9.3 percent.* Domestic production of stainless steel bar
was higher by 5.3 percent in interim period 1993 compared to interim period 1992.

Capacity to produce stainless steel bar increased by 11.1 percent from 1990 to 1992, with all
of the increase occurring in 1990-1991, as the 1992 levels declined but were still higher than
in 1990. Interim period 1993 capacity was 1.5 percent lower than during the comparable
period in 1992. Capacity utilization rates for stainless steel bar were low throughout the
period of investigation — never rising above 60 percent — and decreased from 1990 to 1992,
but were higher in interim period 1993 as compared to interim period 1992.

The domestic industry’s U.S. shipments of stainless steel bar increased by quantity
from 124,705 short tons in 1990 to 133,539 short tons in 1992, with all of the increase
occurring from 1990 to 1991.* U.S. shipments of stainless steel bar were also higher in

/interim period 1993 (111,799 short tons) than in interim period 1992 (101,494 short tons).
.Conversely, domestic shipments measured by value decreased from $443.2 million in 1990 to
$436.4 million in 1992, with all of the decrease occurring from 1991 to 1992. U.S.
shipments by value in interim period 1993 were higher ($345.7 million) than in interim
period 1992 ($344.7 million). ,

Domestic producers’ stainless steel bar end-of-period inventories were 28,197 short
tons in 1990 as compared to 27,660 short tons in 1992.* Interim period 1993 inventory
levels were 27,212 short tons as compared to 24,798 short tons in interim period 1992.
Inventories as a share of U.S. shipments were virtually unchanged throughout the period of
investigation (21.0 percent in 1990, 20.9 percent in 1392, 18.3 percent in interim 1992, and

~ 18.2 percent in interim 1993)."

Employment in the domestic stainless steel bar industry fluctuated during the period of
investigation.® The number of workers employed increased over 5 percent from 1990 to
1991, before dropping by nearly the same amount in 1992. There were 4.9 percent more
workers in interim period 1993 than in interim period 1992. The number of hours worked
by employees increased very slightly (0.3 percent) in 1991 before declining by 2.7 percent in
1992. The number of hours worked were 5.2 percent higher in interim period 1993 than in
interim period 1992. Hourly compensation increased throughout the period; the increase
continued in interim period 1993 as compared to interim period 1992.

The financial performance indicators for the domestic stainless steel bar industry
_generally declined throughout the period of investigation.* The stainless steel bar industry
experienced an increase in net sales by quantity of 9.3 percent and 8.2 percent in value from
1990 to 1991.° From 1991 to 1992, net sales increased by 0.4 percent in quantity but

* Data referred to in this paragraph are summarized in Table 4, CR I-39, PR at II-23; Table C-2,
CR at C4, PR at C4.
* Data on U.S. shipments referred to in this paragraph are summarized in Table 5, CR at 142, PR
at 1I-24; Table C-1, CR at C4, PR at C4. _
. * Data on inventories referred to in this paragraph are summarized in Table 6, CR at 1-44, PR at
- II-25; Teble C-1, CR 2t C4, PR at C4, , -
. ¥ We note that inventories. of domestic producers were reported as inventories already sold but not
yet delivered and are of product produced to specific customer order, but which has not yet been
delivered to the customer. U.S. producers generally do not seii from stock, except for instances in
which 2 standard grade can be soid to more than one customer. CR at 1-43, PR at II-25; Transcript of
Commission Meeting, Feb. 9, 1994. Thus, decreasing inventories may be an indicator of decreased
sales rather than increased sales and vice versa. We intend to explore this issue further in any final
investigstions.
* Data referred to in this paragraph are summarized in Table 7, CR at 145, PR at II-26; Table
C-I*CR at C4, PR at C4.
Data referred to in this paragraph are summarized in Table 9, CR at I-51, PR at II-30; Table
C-lb CR ot C4, PR 2t C4.
Id. We note that these gains from 1990 to 1991 largely reflect the entry of two producers in the
market. See CR at I-53, PR at II-28.
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decreased by 5.1 percent in value. Net sales in interim period 1993 were 10.5 percent
higher by quantity than in interim period 1992 and 0.8 percent higher by value.

During the period of investigation, the domestic stainless bar industry experienced an
overall decrease in gross profits.” Between 1990 and 1991, gross profits decreased by 28.2
percent. In 1992, gross profits decreased 55.5 percent, leaving such profits 68.1 percent
lower than their 1990 levels. Gross profits were 80 percent higher in interim period 1993
than interim period 1992.

Operating income for the domestic stainless steel bar industry decreased $20 million, or
by over 82 percent, from 1990 to 1991.° In 1992, operating income decreased nearly $27
million (594.8 percent) from its level in 1991, and became an operating loss. The interim
period comparisons reveal a reduced operating loss in interim period 1993. The operating
income margin (ratio of operating income to net sales) declined by 10.8 percent from 1990 to
1992 and remained negative in both interim periods.® v

The cost of goods sold for the domestic stainless steel bar industry increased from
$388.2 million in 1990 to $439.6 in 1991 but decreased slightly to $436.8 in 1992,
representing a 12.5 percent increase in cost of goods sold from 1990 to 1992.% The cost of
goods sold for the domestic industry were 2.1 percent lower in interim period 1993 as
compared to interim period 1992. Unit cost of goods sold increased from $3,110 in 1990 to0
$3,225 in 1991 (an increase of 3.7 percent) but decreased to $3,188, a 1.1-percent drop,
from 1991 to 1992. The unit costs of goods sold was 11.3 percent lower in interim period
1993 than in interim period 1992.

Selling, general, and administrative (SG&A) expenses for the stainless steel bar
industry as a percentage of sales increased from 6.4 percent in 1990 to 8.7 percent in 1991
and we;e“h‘igher in interim period 1993 (8.0 percent) than in interim period 1992 (7.8
percent).

The domestic industry’s capital expenditures declined 17.1 percent from 1990 to 1991
and another 43.8 percent from 1991 to 1992.° Capital expenditures for interim period 1993
were 39.1 percent lower than in interim period 1992.

Research and development expenses of U.S. producers of stainless steel bar on their
stainless steel bar products decreased from $5.2 million in 1990 to $5.1 million in 1992 and
;;re lo“;er.in interim period 1993 ($3.8 million) than in interim period 1992 (3.9

illion).

V. CUMULATION

In determining whether there is a reasonable indication of material injury by reason of
LTFV imports, the Commission is required to "cumulatively assess the volume and effect of

“ Data referred to in this paragraph are summarized in Table 9, CR at [-51, PR at [-30; Table
C-leR at C-3, PR at C-3.

Id. o |

S See Table 9, CR at I-52, PR at II-30; Table C-1, CR at C-3, PR at C-3.

 Data referred to in this paragraph are summarized in Table 9, CR at I-51, PR at II-30; Table
C-l‘s CR st C4, PR 2t C4.

Data referred to in this paragraph are summsrized in Table 9, CR at I-52, PR at II-30.

“ We note that some U.S. producers reported above-line extraordinary charges that lowered
operating income. Even afier removing the effect of these one-time charges, however, the domestic
industry still experienced losses. Table 9, CR at I-52, PR at II-30.

¢ Data referred to in this paragraph are summarized in Table 12, CR at I-60, PR at II-37; Table
C-I‘CR at C4, PR at C4.

Table 13, CR at 1-60, PR at 11-37. - .

© Based on the low capacity utilization rates and significant declines in profitability and operating
income over the period of investigation, Chairman Newquist and Commissioner Rohr find a reasonable
indication that the industry is experiencing material injury.
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imports from two or more countries of like products subject to investigation if such imports
compete with each other and with like products of the domestic industry in the United States
market."™ Cumulation is not required, however, when imports from a subject country are
negligible and have no discernible adverse impact on the domestic industry.” We first
examine whether any of the subject imports are negtigible, then discuss whether non-
negligible subject imports should be cumulated.”

A. Negligibility

Section 771(7)(C)(v) of the Act provides that we are not required to cumulate those
imports of the merchandise subject to investigation if they "are negligible and have no
discernible adverse impact on the domestic industry.”” In determining whether imports are
negligible, the statute directs us to consider all relevant economic factors including, but not-
limited 0, whether:™ o ‘ - -

@ the volume and market share of the imports are negligible,
(I) sales transactions involving the imports are isolated and sporadic, and

(TIT) the domestic market for the like product is price sensitive by reason of the
nature of the product, so that a small quantity of imports can result in price
suppression or depression.™

Petitioners argue that the negligibility exception to the cumulation requirement clearly
does not apply to any of the subject countries because the import penetration levels from all
of the subject countries have been substantial throughout the period of investigation.” The
Brazilian, Spanish, and Italian respondents each argue that their hot-rolled stainless bar
imports should not be cumulated because they are negligible and have no adverse impact on
the domestic producers; however, they make these arguments only in the context of a
domestic industry defined as including only producers of hot-rolled stainless steel bar.™ The
Indian respondents similarly argue that their imports (presumably hot-rolled and cold-
finished) should not be cumulated based on the negligibility exception to cumulation.”

™ 19 U.S.C. § 1677(7)(C)(iv)(T); Chaparral Steel Co. v. United States, 901 F.2d 1097 (Fed. Cir.

950).

19 U.S.C. § 1677(H{OW).

7 Commissioner Nuzum notes that she first considers whether cumulation of the subject imports is
required before assessing whether the negligibility exception to the cumulation provision of the statute

lies to imports from one or more subject countries.

: 19 U.S.C. § 1677(THCHV).

™ Petitioners’ postconference brief at 49. : -

™ Sec Brazilian respondents’ postconference brief at 3, 8-9; Spanish respondents’ postconference
brief at 4, 5, 7; Italian respondents’ postconference brief at 2-3. These respondents do not raise
negligibility arguments with respect to cold-finished stainless bar or a like product encompassing all
stainless steel bar. The Japanese respondents do not claim that their imports are negligible (hot-
rolled, cold-finished or single like product), but they argue that, in the context of a domestic industry
producing only hot-rolled stainless steel bar, because the hot-rolled bar imports of every other country
are negligible, Japanese hot-rolled bar imports should not be cumulated with the hot-rolled bar imports
of any other subject country. See Japanese respondents’ postconference brief at 10. Consequently
they then argue that their product is not a cause of matenal injury to the domestic industry because
Japanese imports were declining and had no noticeable price or volume effects on the domestic
industry. Id. at 10-13.

7 Grand Foundry et al. Respondents’ postconference brief at 16-18 (invoking the new standard of
The Agreement on Implementation of Article VI of GATT 1994).
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Based on our analysis of the record evidence, we determine that imports of stainless
steel bar from all subject countries are not negligible. The market share and absolute
volumes and values of imports from these countries in a market for a single like product
were not insignificant.™ ¥ The countries with the lowest market shares, India and Italy,
witnessed market share peaks in the most recent reporting periods (i.e,, above 1 percent in
1992 and above 2 percent in interim period 1993). Imports from all subject countries were

‘not isolated and sporadic;® they entered the United States in every reporting period examined
and were sold in similar marketing regions as the domestic product.” .

Evidence on whether the domestic market for the like product may be price sensitive
by reason of the nature of the product, so that a small quantity of imports might result in
price suppression or depression,” is mixed. The record indicates that for several purchasers,
price is 2 major consideration in a purchase, although most purchasers appear to have
gxiqim%m expectations concerning quality and the end use physical characteristics they

esire. . - : ’ ; '

In short, the record indicates that price appears to be an important consideration in
purchasing decisions. We will, however, further explore this issue in any final -
investigations.

B. Resasonable Overlap of Competition

To determine whether subject imports compete with each other and with the domestic
like product, the Commission has generally considered four factors:

(1) the degree of fungibility between the imports from different countries and the
domestic like product, including consideration of specific customer requirements and
other quality related questions;

(2) the presence of sales or offers to sell in the same geographic markets of imports
from different countries and the domestic like product;

™ See Tsble C-1, CR at C-3, PR at C-3. We note that these market share percentages include
combined open and csptive market consumption. If only open market consumption were considered,
the market share would be greater.

? Commissioner Rohr and Commissioner Nuzum note that under current law the use of the market
share as a measure of whether the volume of imports is negligible is 8 matter of Commission custom
rather than statutory mandste. They believe that other measures could be looked at as well. For
example, they note that imports for each of the countries under investigation are above the thresholds
considered negligible under the recently negotiated GATT agreements based on a share of the imports
test. “Final Act Embodying the Results of the Urugusy Round of Multilateral Trade Negotiations,”
December 15, 1993, Agreement on Implementation of Article VI of GATT 1994, Article 5.8.

® See Table C-1, CR at C-3, PR at C-3.

® See CR at I-31 & n.45, I-34, I-36, PR at II-18 & n.45, 11-20; Table 20, CR at I-78, PR at II-
48; Teble C-1, C-3, PR 2t C-3.

€ 19 U.S.C. § 167T7(THCYV).

® Transcript at 78-83. We note that st least one importer stated that “the 303 grade from India is
not well accepted, but has influenced the pricing.” CR at I-84, PR at II-51. Another customer stated
that Indian imports and to a lesser extent other imports from non-subject countries, "have led &
downward trend in domestic and import prices during the past three years.” CR at I-101, PR at
I1-59. There were slso comments suggesting price effects by certain subject imports. CR at I-104,
PR at [1-60. In addition, one customer reported that prices for bar imports from one subject country
were about 5 to 7 percent lower than domestic bar prices. CR at I-103, PR at [I-59. Conversely, one
customer that purchased Spanish, Japanese and U.S. stainless bar indicated that prices were about
equal, and that it would not purchase Indian imports due to their inferior quality. CR at I-10Z, PR at
I-59.
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(3) the existence of common or similar chanmnels of distribution for imports from
different countries and the domestic like product; and

(4) whether the imports are simultaneously present in the market.™

, Petitioners argue that each of these factors support cumulation of the imports from each
of the subject countries.” Respondents from Brazil, Italy and Spain® claim that most of their
hot-rolled stainless bar imports consist of hot-rolled stainless "true flat bar,” which they claim
has different physical characteristics and end uses than non-flat stainless steel bar sold by the
domestic industry.” They argue that the domestic industry does not produce flat bar in large
quantities, cannot produce the entire range of sizes and specifications, and generally lacks the
capacity to satisfy domestic demand for the product.® The Brazilian respondents add that
their flat bar imports are sold through different channels of distribution. Specifically, they
contend that imports primarily are sold through mill depots and independent service centers.
‘Domestic products, by contrast, are sold for captive consumption primarily and only
- 'minimally to service centers. They argue further that Brazilian products do not compete for
"the same customers as with U.S. products.” They also argue that their products do not
compete on price with the domestic products.™
The Japanese respondents addressed separately whether their imports of hot-rolled and
cold-finished bar should be cumulated in the context of the two like products, respectively,
but did not address cumulation in the context of a single like product.” Like the respondents
from Brazil, Italy, and Spain, the Japanese respondents allege that most of their imports of

® See Certain Cast-Iron Pipe Fittings from Brazl, the Republic of Korea and Taiwan, Inv. Nos.
731-TA-278-280 (Final), USITC Pub. 1845 (May 1988), aff"d, Fundicao Tupy S.A. v. United States,
678 F. Supp. 898 (Ct. Int’] Trade), ff’'d, 859 F.2d 915 (Fed. Cir. 1988). Only 2 “reasonzble :
overlap® of competition is required. See Wieland Werke, AG v. United States, 718 F. Supp. 50, 52
{Ct. Int’] Trade 1989); Granges Metaliverken AB v. United States, 716 F. Supp. 17, 21-22 (Ct. Int'l
Trade 198%9); Florex v. United States, 705 F. Supp. 582, 592 (Ct. Int’l Trade 1989).
® Petitioners’ postconference brief at 20, 44-49.
® Respondents from Brazil, Italy, and Spain did not provide arguments for not cumulating their
imports in the context of a single like product. These respondents’ arguments address only whether
imports of hot-rolled stainless steel bar should be cumulated with domestic hot-rolled stainless bar in
the context of a finding of two like products. Brazilian respondents’ postconference brief at 3-8;
Italian respondents’ postconference brief at 2-3; Spanish respondents’ postconference brief at 5-7. We
note, however, that the Brazilian respondents argued that their imports of cold-finished bar should not
he cumulated in the Commission’s threat snalysis. The Brazilian, Italien, and Spanish respondents also
did not directly address whether the Commission should cumulate their imports of cold-finished
stainless steel bar with imports from other subject countries. The Spanish respondents add that their
‘hot-rolled bar imports were declining and isolated and sporadic. Spanish respondents’ postconference
briefat 7. - . ' o ’
¥ Brazilian respondents’ postconference brief at 3-11; Italian respondents’ postconference brief at 2-
5; Japanese respondents’ postconference brief at 6-8; Spanish respondents’ postconference brief at 5-7.
The Italian respondents allege that there is limited price competition from their imports because their
flat bars are miche products that generally do not compete closely with domestic products on price.
_ Italian respondents’ postconference brief at 5-7.
® Brazilian respondents’ postconference brief at 9-11; Italian respondents’ postconference brief at 3-
S; see also Japanese respondents’ postconference brief at 6-8.
" Brazilian respondents’ postconference brief at 12-13, 17.
® Id. at 13-14. In the context of threat, the Brazilian respondents also oppose cumulation of their
imports (hot-rolled and cold-finished) because they have consistently stable low market shares and
other import trends were not uniform. [d. at 24-25,
* Japanese respondents’ postconference brief at 3-10.
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hot-rolled bar are of “true flat bar,” which is not fungible with domestic stainless bar.” The
Japanese respondents also argue that they do not compete with the domestic stainless bar on
price.” The Japanese respondents argue that their cold-finished bar imports do not compete
with the domestic product because they are specialized products with tighter tolerances sold
at higher prices in high end market niches;* and are sold through different channels of
distribution.® '

The Indian respondents were the only foreign producers to provide arguments in the
context of "all” stainless steel bar.* They argued that their products should not be cumulated
with other countries because they produce an inferior quality product that does not compete
with other imports or the domestic products.”

The Commission does have the authority to consider quality differences among
products in determining whether or not to cumulate.® ® They are, however, only one factor
- among those the Commission considers.'” In order to justify inapplicability of the mandatory
cumulation provision, differences in quality or market niche served must be so pronounced as
to outweigh other evidence suggesting that the goods, in fact, compete with each other.'

” Id. at 6-7 (arguing that such imports have different physical characteristics (shapes), end uses,
and customer and producer perceptions). They argue that flat bar is used for structural and stamping
applications, while domestic hot-rolled bar is used for further processing into cold-finished bar or for
machining and forging spplications).

® Id. st 9-10.

* Id. at 14 (noting the specialization in "pump shaft quality bar,” “boat shaft quality bar,” and
"bﬁ}ht hexsgons! and sgusre bass®).

Id. st 19-20 (noting that their imports are sold primarily through mill depots, as opposed to sales
to end users, service centers, and related distributors as with domestic products).

: (.:rlnnd Foundry et al. Respondents’ postconference brief at 7-14.

= See Torrington Co. v. United States, 790 F. Supp. 1161 (Ct. Int’l Trade 1992) (supporting
ggmg Chairman Brunsdale’s decision not to cumulate Chinese ball bearings due, inter alia, to quality

erences).

® Chsairman Newquist notes that, in his view, once & like product determination is made, that
determination establishes an inherent level of fungibility within that like product. Only in exceptional
circumstances could Chairmen Newgquist find products to be “like® and then turn eround and find that,
for purposes of cumulation, there is no “reasonsbie overiap of competition™ based on some roving
standard of substitutability. See Additional and Dissenting Views of Chairman Newquist in Flat-
Rolied Stee] Products, USITC Pub. No. 2664 (Aug. 1993). Accordingly, Chairman Newquist does
not join any of the discussion concerning alleged quality differences or “level of fungibility” between
the subject imports and the domestic like product.

'® Thus, the Commission has often found perceived quality differences to be less important than
other factors in determining whether a reasonable overlap of competition exists. See, e.g.,
Polyethylene Terephthalate Film, Sheet, and Strip from Japan and the Republic of Korea, Inv. Nos.
731-TA-358-59 (Final), USITC Pub. 2383 at 26 (May 1991) (stressing sales in the same market
segments despite asserted quality differences); Industrial Nitrocellulose from Brazil, Japan, the

e’s blic o ins, the Republic of Korea, the United Kingdom, and West Germany, Inv.
Nos. 731-TA439-444, USITC Pub. 2295 &t 12-13 (June 1990) (Commission cumulated due, inter slia,
to sales in similar geographic market despite alieged quality differences); accord Fundicao Tupy S.A.
¥, United States, 678 F. Supp. 898, 902 (Cs. Int’] Trade 1988) (relying on various factors to find

for the Commission’s determination of competition for purposes of cumulstion), aff'd, 859

F.2d 915 (Fed. Cir. 1988); Marsuda-Rodgers International v. United States, Fed. Cir. No. 90-1298-
1316 (Nov. 29, 1950) (“there are many . . . factors which can support & finding of competition®),
rev'ing, 719 F. Supp. 1092 (Ct. Int’l Trade 1989) (not reported in F.2d).

e.g., i - tee ucts at 36 (cumulating French imports where
evidence showed "niche” product in fact competed with domestic product and at least one other
exporter); High-Tenacity Ravon Filament Yarn from Germany and the Netherlands, Inv. Nos. 731-
TA-530-531 (Preliminary), USITC Pub. 2444 2t 14 (Oct. 1991) (while domestic product could not
meet specifications for high end uses served by imports, they were substitutable in most applicatiox);

{continued...)
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- The significance, however, of quality differences in determining whether there is a
reasonable overlap of competition among imports and with domestic products is unclear in
these preliminary investigations.'® Generally all stainless steel bar must meet minimum
ASTM A484 specifications to qualify for most end use applications.'®

In these investigations, we find that the record at this point demonstrates a reasonable
overlap of competition among the subject imports and between those imports and the
domestic like product. At the very least, we cannot say that no likelihood exists that no
evidence supporting cumulation will turn up in any final investigations. While there is some
support for respondents’ claim that quality differences exist, we find the information on
record unpersuasive that any such quality differences demonstrate a lack of reasonable
overlap of competition.'™ Most producers appear to sell in standard grades, principally
ASTM 303, 304, and 316."® Although there were some perceived differences in quality,
~which would suggest lower substitutability, imports were perceived generally as -
.interchangeable.™ ' ST T . L :
: With the exception of one domestic producer, domestic stainless steel bar is sold
* nationwide.'® Moreover, imports from the subject countries are made through numerous

l"“ (...continued)

ate Fi eet. and Stri Jepan end the ublic of Korea, Inv. Nos.
731-TA-458-59 (Final), USITC Pub. 2383 at 24-26 (May 1991) (finding reasonsble overlap despite
mul‘;.ilple subproducts and markets).

See CR 2t [-100, I-103, PR sat [I-57-60. '

'® CR at I-13-14, PR at II-9; Respondents’ joint postconference brief at Exhibit 3, at 4-7; transcript
at 268-269; accord Steel Wire Rope from the Republic of Korea and Mexico, Inv. Nos. 731-TA-546-
547 (Final), USITC Pub. 2613, at 22, 30 (Mar. 1993) (reducing quality as a factor due to minimum
industry standards that all steel wire was required to meet).

* CR at I-84-85, 1-99-104, PR at II-57-60. The reject orders that the Indian respondents provided
with their brief as representative of the inferiority of their products during the period of investigation
may not support their claims. Their rejected products comprise only a small percentage of their total
stainless steel bar shipped over the peniod of investigation (i.¢., & low rejection rate). See Grand
Foundry et al. Respondents’ posiconference brief Exhibit 2; Table 20, CR at 78, PR at [I-48; Table
C-1, CR at C-3, PR at C-3 (providing Indian imports reported on questionnaire responses).

.Moreover, the sample customer complaints involve many foreign purchasers, not U.S. purchasers.
Grand Foundry et al. Respondents’ posiconference brief Exhibit 2. In any final investigstions, we will
ssck more informstion on the purporied inferior quality of the Indian product as it relates o its sales in
the United States. CR &t I-101, 1-103-104, PR at [I-57-60 (some comments showed that Brazilian and
In'gx;!m products sre sverage to slightly below average quality or equal in quality to U.S.-produced
products).

'® Grand Foundry et al. Respondents’ postconference brief at 7; transcript at 206-207, 235-237.

'% CR at 1-84-85, 1-99-104, PR at I1I-51, I11-57-60.

' Vice Chairman Watson, Commissioner Rohr, and Commissioner Nuzum note product niche
arguments are relevant to whether there is & reasonable overlap of competition. In order, however, for
these arguments to overcome a reasonzble overlap of competition standard: 1) the product niche must
- be specifically defined and the evidence must show there is no domestic or foreign competition within

the niche; and 2) the products within such niches must account for substantiaily all of a country’s
imports. Even if some products fall within discrete niches, if the remaining products accounting for a
substantisl portion of the imports compete with other countries’ products and the products of the
domestic industry, they will view such evidence as constituting a sufficient overlap of competition for

purposes of cumulation.

® CR st I-31 & n.45, PR ot [I-18 & n.45. Respondents’ economic consultant testified at the
conference that 20 percent of subject imports of stainless steel bar are concentrated in the Western
United States. Tramscript at 156, 228, 254; see also respondents’ joint posiconference brief at 40. We
note that aithough imports may enter on the West Coast, this does not mean that sales are concentrated
there or that they do not compete in other regions of the U.S. market. Indeed, despite comments on
this issuc by respondents’ economic consultant in these investigations, there was no indication of which
subject country’s imports enter in this region and the extent to which these imports are concentrated in
the Western United States.
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importers that do not appear to be geographically concentrated in any particular region.'®
Thus, an overlap of the geographical markets exists among all subject imports and between
subject imports and the domestic products. :

Although there is evidence to suggest that some stainless steel bar products imported
from Brazil, India, Italy, Japan, and Spain are sold through channels of distribution that may
differ from the distribution channels of the domestic product, on balance, the evidence the
Commission has gathered in these preliminary investigations shows that the channels of
distribution overlap. Indeed, 76 percent of U.S. producers’ shipments of stainless steel bar
are sold through distributors while 98 percent of subject imports of stainless steel bar were
sold through distributors."’

Although subject hot-rolled stainless steel bar imports were quite low for both India in
1990, and for Italy in 1990 and interim 1992,"" imports of all stainless steel bar from all
subject sources, including these two countries, were simultaneously present in the market
throughout the period of investigation.'” ' Stainless steel bar imports from all countries
entered the United States each year during the period of investigation,'” and all domestic
grodln;ge.g reported sales in year during the period of investigation (except Electralloy

or .

Based on this evidence, we find that all subject imports compete with each other and
with the domestic like product.'* Although the "degree of fungibility” among the various
subject imports and with the domestic stainless steel bar is difficult to assess fully in these
preliminary investigations, on balance, we believe that the products are sufficiently fungible
in light of the other factors considered. Based on the information available in these
preliminary investigations, we find that a reasonable overlap in competition exists among the
subject imports and between the subject imports and the domestic products.'® Consequently
we cumulate the effect of imports of stainless steel bar from all subject countries in
. determining whether there is a reasonable indication of material injury by reason of alleged
LTFV imports.

® CR at I-34, PR at II-19 (citing conference transcript at 74).

" CR at I-36, PR at [I-20. We will explore further in any final investigations the importance of
captive domestic consumption and the role of mill depots as an intermediary in the distribution
channel. CR at I-36, PR at I1-20; see also transcript at 117, 118, 126-127, 149-150, 227-228;
respondents’ joint posiconference brief Exhibit 17. We note that the Japanese respondents admit that
among their cold-finished bar imports 2 substantial amount actually compete directly with domestic
producis. Japsness respondents’ posiconference brief at 20.

! See Table C-2, CR at C-5, PR at C-5.

"2 Table 21, CR at I-80, PR at II-50; Table C-1, CR at C-3, PR at C-3.

' Tables 21 and C-1 indicate the relevant market shares and presence during the period of
investigation.

! Table 10, CR at I-54, PR at II-32.

. Commissioner Brunsdale and Commissioner Crawford note that in Stainless Steel Wire Rod from
India, USITC Pub. 2704 at I-22-24, they discussed at great length the statutory requirement that
cumulation of the volume and effects of imports subject to two investigations be predicated on
substantial evidence that the imporis themselves compete with one another. There are five countries
subject to investigation here — and that means ten pairs of comparisons of competition between imporis
sione. In s prelimineary, the absence of evidence may justify cumulstion under American Lamb. In s
final, it most certainly does not. They therefore urge the parties to focus on the evidence that the
. imporis compste with one another. A

" In any final investigations, we will seek additional information on the extent to which imports
compeie with each other, particularly with respect to imports on the low quality end (Indian and
Brazilian) and imports on the high quality ead (Japanese and Italian). Moreover, to the extent that

dents continue to argue that their stainless steel bar comprises "niche” products, we will seek to
identify whether they exclusively supply such products, and how no other products are interchangesble
with their products. Conversely, we will seek information from the domestic producers that will
indicate whether they produce any competitive products.
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In any final investigations, we intend to explore more fully the extent to which subject
imports compete with each other and the domestic products. We note that although
respondents proffer various arguments to show that imports do not generally compete with
the domestic industry, they do so almost exclusively in the context of only hot-rolled stainless
bar. Respondents also provide limited discussion on the absence of competition among the
subject imports (hot-rolied, cold-rolled, or among all subject stainless steel bar), which the
Commission has consistently considered an important factor when analyzing whether to-
cumulate imports from different countries under investigation. In addition, in any final
investigations, our consideration of competition among subject imports and between subject
‘iimgﬁrts and domestic products will depend on the like product and domestic industry we

efine.

- VI. REASONABLE lNDICATIOlIQ‘ OF MATERIAL INJURY

~ In making a preliminary determination in an antidumping investigation, the Commission
is to determine whether there is a reasonable indication that an industry in the United States
is materially injured "by reason of” the imports under investigation."’ The Commission must
consider the volume of imports, their effect on prices for the like product, and their impact
on domestic producers of the like product."® Although the Commission may consider causes
of injury other than the allegedly LTFV imports, it is not to weigh causes.'” '® "' For the

7 19 U.S.C. § 1673b(a).

' 19 U.S.C. § 1677(7)B)(). :

% See, ¢.g., Citrosuco Paulista, S.A. v. United States, 704 F.Supp. 1075, 1101 (Ct. Int’l Trade
1988).

- Chairmsn Newquist, Commissioner Rohr and Commissioner Nuzum further note that the
Commission nesd not determine that in:gorts are “the principal, a substantial or a significant cause of
material injury.® S. Rep. No. 249, 96th Cong., 1st Sess. 57, 74 (1979). Rather, a finding that
imports are & cause of material injury is sufficient. See, e.g., Metallverken Nederland B.V. v. United

-States, 728 F. Supp. 730, 741 (Ct. Int’l Trade 1989); Citrosuco Paulista, 704 F. Supp. at 1101

Vice Chairman Watson notes that the courts have interpreted the statutory requirement that the
Commission consider whether there is material injury "by reason of” the subject imports in a number
of different ways. Compare United States Engineering and Forging v. United States, 779 F. Supp.
1375, 1391 (Ct. Int’l Trade 1991) ("[I]t must determine whether unfairly-traded imports are
contributing to such injury to the domestic industry. . . . Such imports, therefore, need not be the only
cause of harm to the domestic industry”) (citations omitted) with Metallverken Nederland B.V. v. )
United States, 728 F.Supp. st 741 (affirming & determination by two Commissioners that "the imports
were a cause of material injury”) and USX Corp. v. United States, 682 F. Supp. 60, 67 (Ct. Int’l
Trade 1988) ("any causation analysis must have at its core the issue of whether the imports at issue
cause, in a non de minimis manner, the material injury to the industry®). Accordingly, Vice Chairman
Watson has determined to adhere to the standard articulated by Congress, in the legislative history of
the pertinent provisions, which states that “the Commission must satisfy itself that, in light of all the
information presented, there is a sufficient causal link between the less-than-fair-value imports and the
requisite injury.” S:. Rep. No. 249 at 75. ‘

2 Commissioners Brunsdale and Crawford note that the statute requires that the Commission
determine whether a domestic industry is "materially injured by reason of" the allegedly LTFV
imports. They find that the clear meaning of the statute is to require a determination on whether the
domestic industry is materially injured by reason of LTFV imports, not by reason of LTFV imports
among other things. 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 less-than-fair-value imports.” S.
Rep. No. 249 at 74. The legislative history, however, makes it clear that the Commission is not to
weigh or rank the factors that are independently causing material injury. Id.; H.R. Rep. No. 317, e9§th

(continued...)
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reasons discussed below, we find that there is a reasonable indication that the domestic
stainless steel bar industry is materially injured by reason of allegedly LTFV imports of
stainless steel bar from the subject countries. :

The volume and market share of subject imports were substantial, especially during
1991 and 1992 and in interim 1993. The subject imports increased 34.8 percent by quantity
and 11.7 percent by value from 1990 to 1992."2 Subject imports were higher (42.8 percent
bggguanﬁ%and 35.1 percent by value) in interim period 1993 compared with interim period
1992.'® The market share of subject imports increased from 13.4 percent in 1990 to 16.0
percent in 1992.' Thus, we find the volume of the subject imports and their market share
to be significant in these preliminary investigations.'® _ :

The Commission received pricing data from U.S. producers and importers from each
of the subject countries, covering a range of representative hot-rolled and cold-finished
stainless steel bar products.”™ Such data may not be representative of the products sold in a
market, such as this one, in which there is considerable product differentiation and not all
countries reported sales of all products during the period of investigation. We intend to
obtain more comprehensive pricing data in any final investigations for a more significant
portion of the subject imports, especially with respect to imports of hot-rolled products.’” In
these preliminary investigations, we have taken into account that pricing information is not as
broad as we would prefer.

U.S. producer prices declined by 3 to 24 percent during January 1990-September
1993.'® Subject import prices also generally declined and by a greater percentage than U.S.
producer prices during the period for which data were collected.”™ The information shows
that underselling was relatively widespread (i.¢,, in 140 out of 190 comparisons), although in
particular sales comparisons, there were mixed instances of underselling and overselling. On
a product-by-product basis, there was more overselling by imported hot-rolled stainless steel
bar.'® Prices of all products, however, tended to decline over the period of investigation and
prices of subject imports declined more than prices of domestic products.™

In view of the underselling and price declines that we have found and the
substitutability of the subject imports and the domestic product, we find in these preliminary
determinations sufficient information to indicate that the subject imports depressed domestic
prices to a significant degree.'”

2 (. .continued)
Cong., 1st Sess. 4647 (1979). The Commission is not to determine if the allegedly LTFV imports
are “the principal, & substantial or 2 significant cause of material injury.” S. Rep. No. 249 at 74.
Rather, it is to determine whether any injury "by reason of” the alleged LTFV imports is material.
That is, the Commission must determine if the subject imports are causing material injury to the
domsstic ind . “Whea determining the effect of imports on the domestic industry, the Commission
must consider all relevant factors that can demonstrate if unfairly traded imports are matenially iniurning

the domestic industry.” S. Rep. No. 71, 100th Cong., Ist Sess. 116 (1987) (emphasis added).

' = %& Tabie 20, CR at I-78, PR at 1148, Table C-1, CR at C-3, PR at C-3.

' Table 21, CR at I-80, PR at II-50; Table C-1, CR at C-3, PR at C-3.

I3 See Table 20, CR at I-78, PR at 11-48, Table C-1, CR at C-3, PR at C-3, Table 21, CR at
I-SO*PR at II-50.

See Transcript of Commission Meeting, February 9, 1994,

7 See 19 U.S.C. § 1673b(a); American Lamb, 785 F.2d at 1003.

::: 'Il'ables 23-28, CR st [-88-93, PR st 1I-53-57; Figures 1-3, CR st 1-94-96, PR at II-57.

190 7,1

13t Id.

2 Commissioner Brunsdale and Commissioner Crawford rarely give much weight to evidence of
underselling since it usually reflects some combination of differences in quality, other nonprice factors,
or fluctustions in the market during the period in which price comparisons were sought.
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- There is a reasonable indication that the subject imports adversely affected the domestic
industry, particularly as revealed through the industry’s declining performance. We note in
particular the domestic industry’s consistent loss of market share during the period of
investigation as compared to the increase in market share held by the subject imports, and the
industry’s operating losses toward the end of the period of investigation, notwithstanding the
significant increases in the volume of domestic shipments.'” Moreover, of the 42 allegations
of lost sales or revenues, the Commission investigated 25 and was able to confirm 30 percent
of them (by quantity and value),'™ '* 1% 177 1% L

CONCLUSION

The record in these preliminary investigations — particularly the significant volume and
increasing market share of the subject imports, and the adverse price and volume effects of
the subject imports, in light of the domestic industry’s declining performance during the
period of investigation — establishes a reasonable indication. that the domestic industry
- producing stainless steel bar is materially injured by reason of the allegedly LTFV imports

from the subject countries.

'S See Table 21, CR at I-80, PR at II-50, Table C-1, CR at C-3, PR at C-3 (domestic and import
market ghare); Table 9, CR at I-51, PR 2t II-30 (domestic industry financial operations); Table 5, CR
1-42;‘PR at II-24, Table C-1, CR &t C4, PR et C4 (domestic shipments).

™ CR at 1-99-104, PR at [1-57-60; Transcript of Commission Meeting, Feb. 9, 1994. Eight
percent of the lost sales and revenues were denied. ]d.

" ™ Respondents argued that the costs of the alloying metals used in the production of stainless steel
bar dictste the price of domsstic stainless sieel bar. The record, however, shows that alloy costs do
not fully explain the declining performance of the domestic industry during the period of investigation.
CR st I-50-60, PR =t [1-27-38. We plan to investigate more fully the impact of alloy costs in the
market in any final investigations, however.

% Commuissioner Brunsdale and Commissioner Crawford do not join this paragraph. Instead, they
note that the subject imports hold a 13-15 percent cumulated market share. Since the alleged dumping
margins range between 2.35 and 151.99 percent, there is a reasonable indication that "fairly” priced
imports would lose & good deal of the market to U.S. stainless stee] bar, even though the
substitutshility of the set of subject imports with the set of domestic like products is probably not high.
. They are careful to note their skepticism that the record in any final investigations will support a :

finding of one like product, and consequently that. the market share held by the subject imports would
be even as high as it is in these preliminary investigations. ' :

7 Since we have reached preliminary affirmative present material injury determinations in these
investigations, we therefore have not reached the issue of threat and the question of the potential for
product shifting. In the event that we may need to address threat in any final investigation, we will
seek specific information concerning the capability of foreign producers in subject countries to shift
their production from cold-finished stainiess steel bar to hot-rolied bar.

Vice Chairman Watson and Commissioner Rohr note that the Variance Analysis provided by
Commission staff indicates that the declining operating income of the domestic producers during the
period of investigation was primarily due to low and declining domestic prices and rising costs of
production. There exists = reasonsble indication that the generally lower priced subject imports played
& part in suppressing domestic price increases that might have been sufficient to cover those rising
costs. See INV-R-020.
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INTRODUCTION

On December 30, 1993, a petition was filed with the U.S. International Trade Commission
(Commission) and the U.S. Department of Commerce (Commerce) by counsel for Al Tech Specialty
Steel Corp., Dunkirk, NY; Carpenter Technology Corp., Reading, PA; Republic Engineered Steels,
Inc., Massillon, OH; Slater Steels Corp., Fort Wayne, IN; Talley Metals Technology, Inc.,
Hartsville, SC; and the United Steelworkers of America, AFL-CIO/CLC.'. The petition alleges that
imports of stainless steel bar from Brazil, India, Italy, Japan, and Spain are being sold in the United
States at less than fair value (LTFV) and that an industry in the United States is being materially
injured and is threatened with further material injury by reason of such imports.’

Accordingly, effective December 30, 1993, the Commission instituted preliminary ,
antidumping investigations under section 733 of the Tariff Act of 1930 (the Act) to determine
whether there is a reasonable indication that an industry in the United States is materially injured or
‘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.

The statute directs the Commission to make its preliminary determinations within 45 days
after receipt of the petition or, in these investigations, by February 14, 1994. Notice of the
institution of these investigations and of a public conference to be held in connection therewith was
given by posting copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal Register of January 7,
1994 Commerce published its notice of initiation in the Federal Register of January 27, 1994 °
The Commission held a public conference in Washington, DC, on January 20, 1994, at which time
all interested Sparties were allowed to present information and data for consideration by the
Commission.” The Commission voted on these investigations on February 9, 1994.

A summary of the data collected in these investigations is presented in appendix C.

' On January 4, 1994 and January 7, 1994, Electralloy Corp., Oil City, PA, and Crucible Specialty Metals
Division, Syracuse, NY, respectively, became co-petitioners in these investigations.

? The imported stainless steel bar covered by these investigations are articles of stainless steel in straight
lengths that have been either hot-rolled, forged, tumed, cold-drawn, cold-rolled, or otherwise cold-finished or
ground, having a uniform solid cross section along their whole length in the shape of circles, segments of
circles, ovals, rectangles (including squares), triangles, hexagons, octagons, or other convex polygons. Except
as specified above, the term does not include stainless steel semifinished products, cut-to-length flat-rolled

_products (i.e., cut-to-length, rolied products that if less than 4.75 mm in thickness, have a width measuring at
least 10 times the thickness, or if 4.75 mm or more in thickness, have a width exceeding 150 mm and measure
at least twice the thickness), wire (i.e., cold-formed products in coils, of any uniform solid cross section along
their whole length, which do not conform to the definition of flat-rolled products), and angles, shapes, or
sections. Stainless steel bar includes cold-finished stainless steel bars that are turned or ground in straight
lengths, whether produced from hot-rolied bar or from straightened and cut rod or wire, and reinforcing bars
that have indentations, ribs, grooves, or other deformations produced during the rolling process.

* 59 F.R. 1027. '

“59 F.R. 3844. Copies of the Commission's and Commerce’s Federal Register notices are presented in
appendix A.

* A list of the participants in the conference is presented in appendix B.
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PREVIOUS AND RELATED INVESTIGATIONS

Stainless steel bar, often combined with other stainless and alloy steel pi’oducts, has beén the
subject of numerous Commission investigations, along with investigations by other U.S. government
agencies, since the middle 1970s. Details on these investigations are provided in table 1.

NATURE AND EXTENT OF THE ALLEGED SALES AT LTFV

In order to calculate the estimated dumping margins for stainless steel bar imported from

- Brazil, India, Italy, Japan, and Spain, petitioners compared the U.S. price of selected grades and
sizes of stainless steel bar with their foreign market value. The following tabulation summarizes the
estimated dumping margms for each of the foreign countries subject to these mvestxganons (in

- percent)
qunt_ry | tim mping margi
Low High
Brazil . ...... ... ... ... .. .. e, 20.36 20.36
India ........... ... .. . . . . . .. 2.35 39.25
Italy ......... ... .. ... i i, 22.81 151.9%
Japan . .. ... ... 49.06 62.47
Spain . ... ... e 38.82 127.79

Through their own market research, petitioners obtained U.S. prices for grade 416 stainless
steel bar delivered in the first quarter of 1993 by Acos Villares, S.A. (Villares), the largest Brazilian
manufacturer. They based U.S. prices on such quotes, after adjusting for duty, ocean freight,
marine insurance, and harbor maintenance and U.S. merchandise processing fees. Foreign market -
value was based on Villares’ May and June 1993 home market prices for the identical grade of
stainless steel bar, adjusted for freight expenses. Comparison of these two prices yielded a margin
of 20.36 percent.

India

U.S. price was based on July 1993 price quotes obtained by petitioners through their market
research or, alternatively, from the average unit values for stamless steel bar from India for August
and September 1993, based on official U.S. import statistics.’ Regardmg the former methodology,

petitioners adjusted the price quote for duty, ocean freight, marine insurance, and harbor
" maintenance and U.S. merchandise processmg ‘fees. Regarding the latter methodology, petitioners
calculated a weighted average U.S. price using the Harmonized Tariff Schedule (HTS) numbers
under which the subject merchandise enters the United States.

Foreign market value was based on home market prices from Mukand, Ltd. (Mukand), the
largest Indian manufacturer. Petitioners adjusted these prices for taxes, insurance, freight, and
distributor’s margin. Petitioners also adjusted these prices for differences in the physical

¢ Petitioners noted that official statistics for August and September were used in order to account for the
delivery period that would ensue from a sale made in July.
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Table 1

Stainless steel bar: Previous and related investigations, 1976-94

Investigation .Date of Report
Item Agency Ng, issue No. Result
Stainless steel and USITC - TA-201-5 1976 USITC 756 Affirmative'
alloy tool steel .
Stainless steel USITC TA-201-13 1976 USITC 779 Negative
round wire ‘ .
Stainless steel and USITC TA-203-3 1977 USITC 838 Affirmative’
alloy tool steel '
Stainless steel round USITC AD-INQ-17 1578 USITC 907 Affirmative
wire
Stainless steel and USITC 33294 - 1978 USITC 875, Report(s) to
alloy tool steel ' ‘ eic. Congress
Stainless steel and - USITC TA-203-5 ‘1979 USITC 968 Affirmative’
~alloy tool steel - g : S ' o L
Stainless steel and ‘USTR . Sec. 301 1981-82 O Sec. 201 in-
alloy tool steel vestigation
: instituted’
Stginless steel bar:® USITC 701-TA-176-178 1982 USITC 1254 Affirmative
pain ®)
Stainless steel bar:® USITC 701-TA-179-181 1982 USITC 1276 Affirmative
Brazil P
Stainless steel bar:* USITC 701-TA-176-178 1983 USITC 1333 . Negative’
Spain F)
Stainless steel bar:* UsITC 701-TA-179-181 1983 USITC 1398 Affirmative
Brazil F) :
Stainless steel USITC TA-20148 1983 USITC 1377 Affirmative’
Stainless steel and USTR ¢ 1984 ! VRAs negotiated’
alloy tool steel
Stainless steel and USITC TA-203-16 1987 USITC 1975 Affirmative'
alloy tool steel
Stainiess steel USITC 731-TA-636-638 1993 USITC 2599 Affirmative
‘wire rod: ®)
Brazil, France,
and India
Stainless steel wire USITC 731-TA-638 (F) 1993 USITC 2704 Affirmative
rod:
India
Stainless steel wire USITC 731-TA-636-637 1994 USITC 2721 Affirmative
rod: (F)
Brazil

France

T Président Ford established. a 3-year import restraint program for these products effective June 14,' 1976 (41 F.R.

24101).

? Quantitative limits were eliminated on chipper knife steel and band saw steel; limits on stainless steel bar were

unaffected.

* Quantitative limits were extended; such limits were phased out effective Feb. 13, 1980.

* Not applicable.
* 47 F.R. 51717.

¢ Also included stainless steel wire rod.

” Affirmative regarding wire rod.
® President Reagan proclaimed import relief in the form of a 4-year quota program, expanding at an annual rate of

3 percent (48 F.R. 31177).

The VRAs, entered into with the governments of Australia, Austria, Brazil, Czechoslovakia, the European
Community, Finland, the German Democratic Republic, Hungary, Japan, Mexico, Poland, Portugal, the Republic of
Korea, Romania, South Africa, Spain, Venezuela, and Yugoslavia, incorporated the quotas established under Inv.

No. 201-TA-48. On July 25, 1989, President Bush extended these VRAs until Mar. 31, 1992.

' Quantitative limits were retained on stainless steel bar, but were eliminated for stainless steel flat products.
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characteristics of the merchandise sold in the home market, as such merchandise was primarily
"black” (that is, unfinished) bar in -contrast to the finished bar sold to the United States. A
comparison of U.S. price to foreign market value yielded margins ranging from 11.26 to 21.02
percent, when U.S. price was based on the quote, and from 2.35 to 39.25 percent, when based on
official U.S. import statistics. ‘

Italy

Petitioners based U.S. price on their market research regarding Cogne, S.p.A. (Cogne), a
major Italian manufacturer, for sales of grade 304 and 316/316L stainless steel round bars offered
for sale in May 1993. These prices were adjusted for duty, ocean freight, marine insurance, and
harbor maintenance and U.S. merchandise-processing fees. Because the petitioners believed that
. home market prices in Italy for the same merchandise were below full cost of production, they based
foreign market value on constructed value, using the production costs of one of their member =
companies adjusted to reflect production costs in Italy.” They then added the statutory minimum for
profit and an estimate of Italian packing costs. A comparison of these figures produced a margin of
151.99 percent; by contrast, a comparison of U.S. price with the allegedly below-cost home market
price yielded a margin of 22.81 percent.

Japan

U.S. price was based on petitioners’ market intelligence reports regarding sales by Daido
Steel, Ltd. (Daido), the largest Japanese manufacturer of stainless steel bar. Petitioners obtained
price quotes for grades 303, 304, and 316 stainless steel bar. These prices were adjusted for duty,
ocean freight, marine insurance, and harbor maintenance and U.S. merchandise processing fees. For
foreign market value, petitioners used prices charged by Daido in Japan during May and June 1993,
adjusted for inland freight, packaging, trade discounts, rebates and sales promotions, advertising,
warranties, and credit expenses. Margins ranged from 49.06 to 62.47 percent.

Spain

Petitioners constructed margin estimates based on a comparison of U.S. price with home
market prices and, alternatively, on a comparison of U.S. price with constructed value because they
had reason to believe that Spanish producers were selling stainless steel bar in the Spanish market at
less than cost of production. U.S. price was based on a price quote for grade 304/304L 1- to 3-
inch stainless steel round bars offered for sale by Acenor, a major Spanish manufacturer, during
September 1993, adjusted for duty, ocean freight, marine insurance, and harbor maintenance and
U.S. merchandise processing fees. Spanish constructed value was derived on the basis of one
 petitioning company’s costs for grade 304 stainless steel bar, adjusted to account for alleged
~ production cost differences in Spain, and including the statutory. minimum for profit and an estimate
of packing costs. The comparison of U.S. prices with Spanish home market prices produced a
margin of 38.82 percent. By contrast, the comparison of U.S. prices with constructed value yielded
a margin of 127.79 percent.

7 Italian costs were developed through market research.
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THE PRODUCT
Description

For purposes of these investigations, stainless steel bars are articles of stainless steel’ in
straight lengths’ having a uniform solid cross section along their whole length in the shape of circles,
segments of circles, ovals, rectangles (including squares), triangles, hexagons, or other convex
polygons.” Petitioners contend that these products constitute a single like product and Commerce
identified them, pending review, as a single "class or kind of merchandise” in its notice of initiation

¥ Stainless steels are distinguished from carbon and lower alloy steels chiefly by stainless steel’s superior
resistance to corrosion or oxidation at atmospheric or elevated temperatures. This superior corrosion resistance
‘is primarily brought about by the addition of chromium to alloys of iron and caerbon. Although other elements,
such as copper, aluminum, silicon, nickel, and molybdenum also increase the corrosion resistance of steel, they
are limited in their usefulness in the absence of chromium (see United States Steel, The Making, Shaping, and
Treating of Steel, 1585, 10th ed., p. 1333). According fo one industry publication, stainless steel possesses a
minimum chromium content of 10 percent by weight, although most industry representatives and the
international tariff nomenclature indicate a content of 10.5 percent (note 1(e) to chapter 72 of the HTS defines
stainiess steel as alloy steels containing, by weight, 10.5 percent or more of chromium and 1.2 percent or less
of carbon, with or without other elements). )

. There are numerous grades of stainless steel with different chemistries (the relative amounts of nickel,
chromium, molybdenum, copper, and other alloying agents vary, for example), physical and mechanical
properties, and end uses. A specific grade is referred to by its 3-digit type number (or 5-digit code in the
Unified Numbering System (UNS)), which generally indicates the alloy’s chemistry. This type number is
sometimes modified by a letter suffix to indicate chemical differences between the two grades. For example,
type 316L differs from type 316 regarding its lower carbon content. These essential characteristics affect the
manner in which the steel is melted, its ladle treatment, hot rolling, process annealing and heat treatment, and
cold forming, as described below. : A

Stainless steels, including those that are made into bars, are generally subdivided into four groups in
terms of their chemical composition and hardenability (their response to hest treatment). Hardening is 2
process of heating and rapidly cooling stainless steels to and from a temperature either within or above the
critical temperature range, during which there is a change in the steel’s grain structure. Hardening is generally
followed by a tempering or stress-relieving treatment. The first group contains hardenable chromium steels
within the 400 and 500 series of stainless steels (martensitic steel grain structure and possessing magnetic
properties). The second group contains nonhardenable chromium steels within the 400 series of stainless steels
(ferritic grain structure and magnetic). Products in this group can, however, be hardened by cold working
(1SS, Steel Products Manual, p. 29). The other two groups possess nickel in addition to chromium. Group
three contains nonhardenable chromium-nickel and chromium-nickel-manganese steels within the 200 and 300
series of stainless steels (austenitic grain structure and not magnetic). These types are essentially nonmagnetic
in the annealed condition and do not harden by heat treatment, although cold working develops a wide range of
mechanical properties. This group accounts for the bulk of industry shipments. The fourth group is that of
| precipitation hardenable stainless steels (martensitic and magnetic), which include the S13800, S15500, 517400,
and $17700 series. These are iron-chromium-nickel alloys with additional elements that are hardenable by

solution treating and aging. :

° As distinguished from "rods," which are, by definition, coiled products.

¥ Including reinforcing bars that have indentations, ribs, grooves, or other deformations produced during
the rolling process, but excluding products that have been cut from stainless steel sheets or plates (“flats®).
Flats may also be produced on a bar mill, in which case they are included within the scope of the
investigations. According to petitioners, the two types of hot-rolled flat bars are not interchangeable;
consumers prefer the wider range of gauges, generally thicker bars, and superior edges of the flat bar produced
on a bar mill over the flat bar produced from sheared sheet and plate (transcript, p. 65). One reason is that
cutting or shearing plate to bar dimensions establishes stresses at the edge, making it weaker than the bar-mill
product. The extent that these stress fractures in the hot-rolled product might be lessened or ameliorated
through edge milling or grinding and stress relieving is unknown. On the other hand, a significant volume of
flat bars have been produced from sheared sheet and plate because of availability limitations imposed by bar
rolling schedules and the greater range of widths and gauges available in the flat-rolled product (telephone
interviews with *** Jan, 25, 1994 and *** Jan. 26, 1994).
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- of the investigations. Respondents, however, contend that hot-rolled and cold-formed stainless steel
bar should be considered separate like products, and, in previous Title VII investigations (see table
1), the Commission has found them to be separate like products. Accordingly, separate data were
requested on hot-rolled and cold-formed bar in the questionnaires used for these investigations. As
discussed at length in the staff conference and party briefs, however, there are disagreements on the
definition of these products and some question as to the accuracy of information submitted. For
purposes of the Commission’s questionnaires, the two products were defined on the basis of
descriptions in the HTS. HTS definitions, however, are not fully consistent with other commonly
used definitions (such as those of the American Iron and Steel Institute (AISI)) and there is
considerable uncertainty as to the specific point at which a hot-rolled bar becomes cold formed (i.e.,
as to which processing steps are considered to advance a hot-rolled bar to a cold-formed bar).

Specifications

Stainless steel bars are produced to chemical composition limits, physical properties, and
thermal treatments specified by the AISI, the American Society for Testing and Materials (ASTM),
and, less commonly, by the Society of Automotive Engineers (SAE)." ASTM standards parallel
AISI grade designations, as do designations under the Unified Numbering System (UNS) for
chemical composition. In addition, there are U.S. government procurement standards (military
specifications under MIL-S and MIL-F). Maximum percentages of certain elements are specified in
AISI, ASTM, and UNS grades (carbon, manganese, phosphorus, sulphur, silicon, chromium, nickel,
molybdenum, and, sometimes, cobalt, titanium, and copper, for example)."? These designations
‘apply to all shapes of stainless steel products, although an end user might modify an alloy’s
chemistry or specify different processing to achieve a specific performance.

ASTM reference standards specify test procedures, physical properties (including mechanical
properties), grain size and shape (microstructure), surface quality, and tolerances (permitted size
variations). Most other standards are subordinated to ASTM tolerances, and ASTM tolerances are
used as a reference point in the majority of commercial transactions.” With respect to stainless steel
bars, ASTM tolerance specifications for hot-rolled bars differ significantly from cold-formed bars
(the permitted size variations of hot-rolled bars are several times larger than those permitted for cold-
formed bars).

Surface finish affects tolerance, and industry specifications distinguish among types of surface
finishes or treatments. For example, the permitted tolerances and required surface finish of the hot-
rolled product generally assume that surface scale will be removed by spot conditioning, rough
turning, or descaling processes. Hot-rolled bars may also be annealed, pickled, and straightened
without achieving tolerances and finish specifications of cold-formed bars. The smaller size
variations and smoother, more even, and higher luster surfaces of cold-formed bars are generally
: achile;ved'through operations that cold draw, cold roll, centerless grind, or polish the stainless steel
 With respect to tariff specifications, the nonbinding Harmonized System explanatory notes
distinguish cold-worked bars from hot-rolled/hot-drawn bars by noting that cold-worked bars possess
superior surface finishes, tighter dimensional tolerances, and a markedly different crystalline

" The Iron and Steel Society has assumed responsibility for updating standards and publishing technical
manuals, but stainless steel grades are commonly referred to by their AISI 3-digit type number.

? Chemical specifications for selected grades are provided in ISS, Steel Products Manual: Stainless and
Heat Resisting Steels, pp. 17-20; types are annotated at pp. 27-193.

" Respondents’ joint postconference brief, p. 6. ..'so see ISS, Steel Products Manual, p. 199; the
discussion therein incorporates ASTM A484 specifications for permitted size variations.

" Telephone conversations with ***, Jan. 24, 1994 and ***, Jan. 25, 1994,
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structure.” The notes indicate that while mechanical working (turning, milling, grinding, sizing,
peeling) leads to a tariff classification change from hot rolled to cold formed, annealing, hardening,
tempering, descaling, pickling, scraping, rough turning (and other processes to remove oxide scale),
and rough coating intended to protect the product against oxidation do not.™

Manufacturing Process

As described below, the manufacturing process for stainless steel bar consists of three
different stages: (1) melting and casting into semifinished shapes, (2) hot rolling/hot forging, and (3)
cold-forming.

Melting and Casting -

Most of the stainless steels produced in the world are melted from scrap in an electric arc
furnace (EAF). The scrap charge may consist of stainless steel scrap alone or may be combined with
high grade carbon steel scrap; additions of alloying agents (including chromium, nickel, and
molybdenum), fluorspar, and lime or limestone are made to the liquid steel to impart specific
properties to finished stéel products or to serve as a fluxing agent. The molten steel is poured or
tapped -from the furnace to a ladle, which is an open-topped, refractory-lined vessel that has an off-
center opening in its bottom, equipped with a nozzle. Meanwhile, the primary steelmaking vessel or
electric arc furnace (EAF) may be charged with new materials to begin another refining cycle.

Molten stainless steel is typically passed through a ladle metallurgy station, where its
chemistry is refined to embody the steel with properties required for specific applications. At the
ladle metallurgy, or secondary steelmaking station, the chemical content (particularly that of carbon
and sulphur) is adjusted, and alloying agents may be added; the steel may be degassed (the
elimination of oxygen and hydrogen) at low pressures; and the temperature of the steel is adjusted
- for optimum casting."” Stainless steelmakers use such processes as argon-oxygen decarburization
(AOD) or vacuum oxygen decarburization (VOD)."

Once molten steel with the correct properties has been produced, it is cast into a semifinished
form that can enter the rolling process. Some stainless steels are cast into ingots, but continuous
casting of blooms and billets” is the preferred method for making semifinished shapes for the

** Customs Cooperation Council, EN/AS 5-July 1989, ch. 72, p. 981.

** Tbid., Notes (C)(1) and (C)(2)(a), (b), and (c).

" Liquid steel absorbs gases from the atmosphere and from the materials used in the steelmaking process.
These gases, chiefly oxygen and hydrogen, cause embritilement, voids, and nonmetallic inciusions. Low
pressure, such.as in & vacuum, aids the release of oxygen in gas form without the need for additions of such
_ "deoxidizers” as silicon, aluminum, or titanium that form nonmetallic inclusions. Additionally, carbon content

.may be reduced more easily at low pressure because it combines with oxygen to form carbon monoxide and is

~ released in gas form, resulting in a more ductile steel. Hydrogen gas causes embrittlement, low ductility, and
blow holes 1n steel; vacuum treatment enhances the removal of hydrogen from the steel. Hence the use of
deoxidizing processes results in a more efficient process and a cleaner steel. United States Steel, The Making,
Shaping, and Treating of Steel, 1985, 10th ed., pp. 671-676.

' * In the AOD process, molten steel is transferred from the EAF to a separate vessel, as noted above.
Oxygen, gradually replaced by argon, is blown through the molten steel to eliminate impurities. In the VOD
process, the metal is heated and stirred by an induced electrical current at low pressure (or vacuum). Oxygen
1s introduced through a water-cooled lance.

* Billets are mostly square, semifinished steel shapes, of a solid cross section measuring mostly in the range
50 mm by 50 mm (2 inches by 2 inches) to 125 mm by 125 mm (5 inches by 5 inches). However, billets may
exceed this measurement (one domestic stainless steelmaker produces a 7-inch square billet, for example).
Blooms (another semifinished shape) are also mostly square, but larger than billets. Although billets were
distinguished from blooms by size in the former Tariff Schedules of the United States, with the break betw:g.n
{continued...)
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mdustry producing bars.” Compared with ingot production, continuous casting results in energy
savings and higher yields of raw steel to steel product. :

In ingot casting, the ladle contammg molten steel is moved by an overhead crane to a
pouring platform where the molten steel is poured. As the steel begins to solidify, the mold is
stripped from the ingot and the ingot is 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 roughing mill, forged, or pressed to intermediate size blooms and billets. The
-selection of rolling, forging, or extruding as the finishing method depends on several factors,
including the composition of the steel and the intended product size.

In continuous strand casting, the ladle containing molten steel is transferred from the ladle
metallurgy station to the caster, and the molten steel is poured at a controlled rate into a tundish,
which in turn controls the rate of flow of the molten steel into the caster’s mold. The strand caster -
is designed to produce billets in the desired cross-sectional dimensions, based on the dimensions of
the bar and on the number of passes to be made during rolling. Billets may be charged directly into
the rolling mill ("hot-charged”), or they may be subjected to one or several conditioning operations
(heating or annealing, grinding, or turning, for example) that ready them for hot rolling.

Hot-Relling/Ferging

Billets are usually channeled through a reheat furnace before rolling or hot forging to bar
sizes. This increases the malleability of the steel and reduces wear and energy consumption on the
rolling mill. Most modern rolling mills are in-line (or straight line), although cross-country mills are
still in use. This discussion focuses on the in-line rolling mill. Exiting the reheat furnace, the billet
is initially reduced in cross section by passing it through a series of rolls, termed roughing stands. It
may be reheated to maintain optimum rolling temperature before being passed through several more
stands (termed intermediate rolling) to be successively reduced in size, or passed further along the
hot-rolling line to the finishing stands, to be further reduced in size, quenched with a water spray,
and directed to a cooling bed. The rolls in each stand can be set to the desired configuration or
shape of bar product, including flat, round, or convex polygon (hexagon, for example).”

The bar product that emerges from hot rolling at this point is termed "black bar” because of
the heavy layer of oxide on its surface.” It is this product that petitioners define as "hot-rolled” bar.
Respondents contend that hot-rolled bar includes also products that have been subjected to additional
surface conditioning, such as spot conditioning, rough turning (where the bar is turned on a lathe and
surface oxides, or mill scale, are scraped away with a cutting instrument), or another form of

¥ (.. -continued)
them occurring at approxxmate]y 36 square inches (230 mm’), these distinctions were not carried over into the
HTS. Industry officials, however, continue to use this terminology and the size distinctions are carried over in
" ASTM standards A484/A484 M for billets and forgings. Billets may be used to produce rods and bars, but are
restricted to smaller bar sizes; blooms, which have a larger cross section, are used to produce larger size bars,
forgings, angles, and structurals. This discussion will use the term billets to refer to the semifinished shapes
used to produce bars.

2 A significant volume of small-diameter round stainless steel hot-rolled bars are produced from rod (a
coiled product typically supplied in hot-rolled, pickied, and annealed condition) by uncoiling the rod,
straightening it, and cutting it to length (U.S. Internationzl Trade Commission, Stainless Steel Wire Rod from
India, USITC Publication 2704, Nov. 1993, p. II-5).

* Some flat bars are produced by slitting or cutting de-coiled sheet and plate to the desired width. These
are termed “c-flats” or, if processed through a machine that mills their edges, "Gauer” bars. Transcript, p.
176 These products are not within the scope of these investigations.

2 Telephone conversation with ***, Jan. 12, 1994. Another industry expert, however, establishes "black
bar” somewhat further along in the productlon process, as the hot- rolled product after its first annealing.
Respondents’ joint postconference brief, affidavit of ***,
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mechanical descaling operation (shot-blasting, for example).” There are few commercial sales of
black bar; using their definition, respondents estimate that shipments of hot-rolled bar account for
approximately 15 to 20 percent of total shipments of stainless steel bar.* _

After hot rolling, the bar, if required, undergoes annealing or another heat treatment, after
which it may be subjected to spot conditioning, rough turning, or mechanical or chemical cleaning of
surface oxides (shot-blasting and pickling, respectively). ,

The work force or shift engaged in hot-rolling operations in a U.S, steel mill is not usually
the same as the one performing conditioning or subsequent processing, such as cold-forming. For
example, labor contracts with the United Steel Workers union usually prevent worker crossover
between departments, and different work schedules within hot-rolling, annealing and pickling, and
cold-forming departments may prevent employee shifting as well. Because these operations tend to
be spread out (2 hot-rolling mill may measure several hundred yards in length) and because of the
need to avoid contamination, these various operations may be located in separate buildings as well.
‘Most of the domestic industry participants perform cold-forming operations in facilities that are
separate from their hot-rolling operations. :

Cold-Forming®

Cold-formed bars are produced from hot-rolled bars by additional operations that give them a
superior dimensional tolerance, improved surface finish, or mechanical properties that are absent
from the hot-rolled product. Cold-drawn or cold-rolled bars may be annealed or otherwise heat
treated and descaled after cold working (which usually increases tensile strength and hardness),
although these operations necessitate larger tolerance limits because of metal loss in heat treating and
cleaning. If cold drawing is intended, the bar product is annealed, pickled, and coated with a metal
such as copper, or lime, borax, phosphate, or a soap to neutralize any residual acid and to provide a
lubricant in the drawing operation.

Cold-formed round bars are commonly machine straightened, followed by centerless
grinding, or grinding and polishing; or they may be cold drawn or cold rolled.” As noted above,
some round bars are produced from decoiled, straightened, and cut-to-length rod; these bars may be
cold drawn or cold rolled and subjected to centerless grinding or polishing to achieve final tolerance.
Centerless grinding or polishing does not essentially alter the bar’s mechanical properties, and these

? According to industry literature, bars of the 400 series stainless steels, which are highly hardenable by
working, are annealed prior to rough turning. Although rough turning resembles grinding (a cold-forming
process), only surface scale is removed but, unlike grninding, outside dimensions, or tolerance, is not affected;
cold-formed tolerances under ASTM A484 cannot be achieved by rough tuming. Respondents® joint
postconference brief, affidavit of ***, :

 Respondent’s joint postconference brief. ,

" "Cold" refers to mechanical work on a product at ambient temperature, i.e., where it is not heated before
the operation. This has ‘given rise to much of the controversy over definitions used in the investigations; for
instance, operations such as pickling, annealing, rough tuming, and straightening are "cold,” but may not yield
a product mesting cold-formed bar specifications.

* 1SS, Steel Products Manual, pp. 199-205.

7 Centerless grinding does not require that the piece to be worked be mounted on centers, which are
necessary for most grinding operations performed on_a lathe. The work is supported on a rest between the
grinding wheel and 'a regulating wheel that can be inclined to feed the work longitudinally at the desired rate.
The peripheral speed of the regulating wheel is adjustable to impart uniform rotation and proper peripheral
speed to the work. Use of centerless grinding results in less yield loss, higher production rates and less surface
eccentricity; many cylindrical (including tapered) parts, such as automobile pistons and shafts, are finished
using this process.

Cold rolling and cold drawing change the crystalline structure of the bar’s steel and are considered
cold-plastic deformation processes, as opposed to the hot-plastic deformation process of hot rolling, described
earlier.
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processes are utilized to enhance the bar’s surface finish or tolerance. Because of their shape, cold-
formed square, flat, hexagon, octagon, and special shape bars are produced from hot-rolled bars by
cold drawing or cold rolling; they can also subsequently be subjected to centerless grinding or
polishing. :

According to questionnaire data, cold-forming may add as much as *** to the value of a hot-
rolled bar, depending upon grade and the extent of "cold” work performed. Because of the
significance of cold forming, there are approximately 15 nonintegrated companies (that is, firms that
do not hot roll or do not possess steel-melting capability) in the United States that specialize in cold-
formed bar production. These companies typically purchase stainless steel wire rod and/or hot-
forged/hot-rolled stainless steel bars for their cold-forming operations.”

Uses

Most stainless steel long products, including bar, are typically used in capital investment
projects. Hence, the subject products are likely to be used for applications involving beverage, food,
pharmaceutical, refinery, power plant (including jet engines and exhaust manifolds), and chemical
process industry equipment. One primary consideration is the corrosion-resistance imparted by
stainless steel. The companies that purchase stainless steel bar first identify the necessary mechanical
properties (for example, ductility, strength, and hardness), corrosion resistance, and hardening
capability and then select a grade of stainless steel that meets those criteria. Differences in end uses
and specific applications dictate variations in chemistry.

The primary consumers of stainless steel hot-rolled bars are cold-formed bar manufacturers
(including captive consumers and converters), manufacturers of forgings, and machine shops (for the
production of, for instance, fasteners, turbines, and electrical and industrial equipment); other end
users account for approximately *** of net shipments (generally applications where surface
appearance is not critical or will be altered during fabrication processing, such as during stamping).”
Most hot-rolled flat bars are used in structural applications, pressure vessels, and in conversion to
angles.

The primary consumers of stainless steel cold-formed bars are end users, including machine
shops and equipment manufacturers. Captive consumption and conversion account for a much lower
percentage of shipments when compared with hot-rolled bars, according to AISI data. Accordingly,
dimensional tolerance, surface condition, appearance, and finish are more critical; applications
include aircraft landing gear, automotive valves and fittings, marine propeller shafts, pump shafts,
and drive shafts. Although cold-formed stainless steel bars could be substituted for hot-rolled bars in
most instances, it is commercially impractical to do so from a cost standpoint; it is unlikely that hot-
rolled bars could be substituted for cold-formed bars from a technical standpoint.

Comparison of Imported and Domestic Product

According to information presented at the staff conference by petitioners, there is little or no
difference in quality between the domestic products and their imported counterparts and the imported
products may be substituted for stainless steel bar produced in the United States within certain limits.

On the other hand, counsel for Indian producers Grand Foundry Ltd. and ISIBARS Ltd. and
a witness for a domestic importer from that country indicated that the Indian product is inferior in
quality and delivery. Respondents claim that imports from India are not fungible with the stainless
steel bar produced by the U.S. industry or imported from other countries because of significant

* Respondents’ joint postconference brief, app. 3, pp. 13-14.
® Ibid, p. 23.
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quality differences, different end uses, and different market niches.® Although Indian respondents
indicated they sell bars only in grades 303, 304, and 316 in the United States, these are the three
highest volume grades.”

Abe Bright Shaft Manufacturmg Co., one of the Japanese respondents, alleged that its sales
include niche products comprising pump’ shaft quality bars, boat shaft quality bars, bright hexagonal
and square bars, and *** round bar; although each of these grades (except ***) is produced in the
United States, the firm alleged that competition is attenuated by the regionality of consumption of its
imports, their historical presence, and insufficient capacity by domestic producers to serve the U.S.
market. Abe Bright further alleged that there were no imports of its product from other countries.
In the case of *** bars, used for electromagnetic valves and control actuators respondent company
alleged there is no domestic production and no imports from other countries.”

With respect to the other Japanese and Italian producers, respondents alleged that a majority
of their imports are of hot-rolled stainless steel flat bars produced on bar mills and stated that L
petitioning companies produce a tiny amount of this product and cannot meet the range of thicknesses
or widths required by domestic consumers. Respondents claim that domestic producers largely
"abandoned” the flat bar market segment for several years and only recently resumed production.
Respondents assert that their imports mostly compete with "c-flats” or "Gauer” flat bars, which they
estimate account for approximately *** of flat-bar consumption. Avesta Sheffield, an importer from
Italy, further indicated that its imports from Italy displaced imports from Sweden, a non-subject
country.”

, Avesta-Sheffield also stated that one of the products it markets under the name "Prodec” is a
stainless steel round bar intended for processing by screw machine operators. According to Avesta
and an independent distributor, "Prodec” is not produced by the domestic industry. Although it

- competes with another product, "Project 70," produced by Carpenter Technology, "Prodec” differs
chemically (calcium-rich) from competmg grades of machining quality stainless bar which rely on
sulfur additions for machinability.>

- Substitute Products

With respect to the uses indicated earlier, acceptable alternatives to stainless steel bar that
posseéss the same or similar degree of corrosion and heat-resistance may not exist. Other steels may
possess a greater degree of machinability, and some coatings (for instance, galvanized carbon steel)
may provide corrosion resistance, but these machining steels and metallic coatings do not provide
corrosion or heat resistance to the same degree or across the same range of atmospheres and
temperatures as stainless steel. The substitution by ceramics, which possess greater heat-resistance -
capability,_ would be limited by the limited fracture resistance and the lack of ductility or flexibility
of ceramics. Other substitutes for stainless steel bar include aluminum (limited by its lower tensile
‘ strength and hardness), titanium alloys, high nickel alloys, and plastlcs Substitutability of each of
' these is ltmrted by technical and cost factors.

U.s. Tanff Treatment

Imports of the stainless steel bar subject to these investigations are provided for in the HTS
subheadings shown in the following tabulation:

* Postconference brief of Klayman & Assoc:ates, p- 7.
3 Petmoners postconference brief, p. 42.

%2 Respondents’ joint postconference brief, pp. 16-18.
> Rogers & Wells, Post-Conference Brief, p. 8.
* Letter from ESCO Corp. of Jan. 24, 1994.
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headin Description | Tariff rate'

(percent ad
valorem)
7222.10.00 Bars and rods (not in coils), not 10.6 %
further worked than hot-rolled,
hot-drawn or extruded...................
7222.20.00 Bars and rods (not in coils), not 106 %
' further worked than cold-formed
or cold-fimished......ooovveiniininnnenn.n,
72223000  Bars and rods (not in coils), other.... - 10.6 %

' Tariff rates are column 1-general (most-favored-nation) rates of duty for these products,
applicable to imports from the five subject countries, shown in percent ad valorem.

Special rates of duty are applicable to eligible imports under the three subheadings upon
importer claim: imports of stainless steel bar may enter free of duty if they come from beneficiary
countries under the Caribbean Basin Economic Recovery Act, under the United States-Israel free
trade agreement, and the Andean Trade Preference Act; and stainless steel bars are eligible for
reduced rates of duty if they qualify as goods of Mexico (9.5 percent to 10.4 percent ad valorem) or
of Canada (4.2 to 4.6 percent) under the NAFTA and HTS general note 12. :

Voluntary Restraint Agreements

On July 19, 1983, the President announced his decision to grant import relief to the specialty
steel industry (the industry producing stainless steel and alloy tool steel products) for a period of 4
years under section 203 of the Trade Act of 1974 (53 F.R. 52897). Under the relief, quotas were
placed on imports of stainless steel bars, stainless steel wire rods, and certain alloy tool steel
products; and increased duties were imposed on stainless steel plates and stainless steel sheets and
strip. On July 16, 1987, the President announced his decision to extend the existing import relief for
a period from July 20, 1987, through September 30, 1989.

Relief to the specialty steel industry was further extended for 2'4 years, until March 31,
1992, and the program largely was incorporated into the system of Voluntary Restraint Agreements
(VRAs) that covered imports of carbon steel and certain alloy steel products.” Existing quotas on
specialty steel were unaffected by their incorporation into the VRAs for all countries. The EC-10
(now called the European Union (EU)) negotiated limits on rods, bars, and alloy tool steel as part of
its VRA, and Brazil, like Japan, whose VRA included the specialty steel products subject to quotas,
was unaffected by the slight alteration in the program. India was not party to either program.

* When the VRAs were extended in 1989, the United States sought to address the causes of unfair trade
and to eliminate subsidies to and overcapacity in the steel industry. These agreements sought 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 GATT through incorporation in the Uruguay Round of
negotiations (Press release of USTR, Dec. 12, 1989, and accompanying Steel Trade Liberalization Program
Fact Sheet). As envisioned, negotiations were to be completed by Dec. 1990 with the new agreement called
the Multilateral Steel Agreement (MSA). On March 31, 1992, negotiations on 8 MSA were suspended without
agreement, although considerable progress had been made. Negotiators have reportedly agreed to continue to
meet bilaterally and multilaterally, but no specific time schedule has been set.
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In terms of these investigations, the period between January 1990 and March 31, 1992,
comes under the - VRA-based quota system. (The extended VRAs were divided into two periods,
Oct. 1, 1989, through Dec. 31, 1990, or initial period, and Jan. 1, 1991, through Mar. 31, 1992, or
final penod ) Stainless steel bar comprised a category in the agreements. Although stainless steel
bar was a separate category, it is difficult to judge how binding the VRAs were because of product
shifting within the periods and quota groups, and because the quotas for Italy and Spain were part of
the EU'’s total guota, 7.4 percent of U.S. apparent domestic consumption as calculated by Data
Resources Inc.™ According to USITC, Quarterly Report on the Status of the Steel Industry,
information on export limits is presented in the following tabulation (in merric rons):

Export limits by period

. Oct. 1989- .. Tan. 1, 1991-
 Dec, 31, 1990 o Mar. 31, 1992
Brazil ... .. S 1,068 1,068
EU .......oooo 2,775 2,775
Japan ... ....... . 19,055 20,649

THE U.S. MARKET
Apparent U.S. Consumption

Data on apparent U.S. consumption of stainless steel bar are presented in tables 2 and 3.
The Commission received questionnaire responses from the vast majority of known producers of
stainless steel bar during the period examined, and data are believed to account for virtually 100
percent of open-market shipments of stainless steel bar during that period.” Although reported
subject imports account for 87 percent, by volume, of 1992 official U.S. import statistics for
stainless steel bar, Commerce statistics have been used in the calculation of apparent U.S.
consumption.

Data presented in table 2 are based on company transfers (including internally consumed
products) and open-market shipments reported by U. S. producers in their questionnaire responses.
Apparent open-market U.S. consumption is presented in table 3. Estimates of apparent consumption
for hot-rolled and cold-formed bar separately are presented in appendix C. -

The quantity of apparent U.S. consumption of stainless steel bar (including captive
consumption) increased by 12 percent between 1990 and 1991 and remained virtually constant in
1992. The increase in consumption was stronger, however, at 16 percent, when the interim periods
of 1993 and 1992 are compared. Between 1990 and 1992, subject imports rose, as did U.S.
producers’ domestic shipments. Import tonnage not subject to mvestlgatlon also increased overall
~ during this period. AN sources, including domestic products, shared in the market growth in
‘January-September 1993. '

Value-based data reflect the marked rise in consumption from 1990 to 1991, but show a 7-
percent decline in 1992. As with volume-based data, the first 9 months of 1993 showed an upturn
 ‘when compared to the corresponding 1992 period.

* The restraint limits are more accurately defined as export limits, as the countries under agreement (the
EC Commission and Eurofer, the European steel producers association, allocated the quota in the case of EC
exports) controlled their shipments of exports instead of U.S. import quotas.

7 Coverage of 1992 producer shipments is 65 percent, based on AISI data. This coverage estimate is
believed to be significantly understated, however, because AISI data include shipments of products, such as
angles and small structural shapes, not subject to these investigations.
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Table 2 .
Stainless steel bar: Total market shipments of domestic product, U.S. imports, and apparent U.S.
consumption, 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993 '

J_a_n'.-Sent.— _
Item 1990 1991 1992 1992 1993
Quantity (short zons)
Producers’ U.S. shipments . ... .. .. 124,705 135,211 133,539 101,494 111,799
U.S. imports from-- , '
.Subjectsources . ........... - 21,441 . 28,814 28,901 20,058 28,643
Othersources . . . ............. 14,341 16,196 -~ 17.818 12,666 15,671
CTotal ... ... 35,782 45,010 46,719 32,725 44314
Apparent consumption . ...... 160.487 180,221 180.2 134219 156,11
Value (1 000 dollars)
Producers’” U.S. shipments . ... .... 443,167 477,217 436,417 344 666 345,710
U.S. imports from—
Subjectsources . . ............ 65,143 81,734 72,756 51,233 . 69,219
Othersources . .............. 42,650 48,935 49.309 35,668 38,117
Total . .................. 107,7 122 2 107,33
Apparent consumption . ...... 550,960 607,886 558,482 431,568 453,046

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 and from official statistics of the U.S. Department of Commerce.

When consumption is viewed on an open-market basis, trends in the data are substantially
similar (table 3). U.S. producers’ shipments showed an overall climb from 1990 to 1992, and
subject imports also increased. A comparison of the interim January-September periods shows a
vigorous increase in consumption, shared, although not equally, by domestic producer shipments and
subject imports.

Parties note that, as with other steel products, the range of end-use applications for stainless
steel bar is sufficiently varied so as to make demand for bar sensitive to fluctuations in overall
. economic activity. Accordingly, both producers and importers generally agree that the trend in

‘demand during the period examined mirrored the recession, first trending downward from 1990 to
early 1992, and then upward for the remainder of the period, with demand stronger at the end of the
period than at the beginning. Petitioners point out some conflicting factors affecting stainless steel
bar consumption, notably a slowing of demand because of cutbacks in the defense industry, balanced
off somewhat by an increase in the number of new applications for stainless steel, particularly in the
automotive industry.® Importers were somewhat more equivocal on whether demand for stainless

* For the most part petitioners see rising demand for stainless steel bar. Transcript, p. 30.
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Table 3
Stainless steel bar: Open-market U.S. shipments of domestic product, U.S. nmpons and apparent
U.S. open-market consumption, 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

J_an.A-Sent.-
Item 1990 1991 1992 1992 1993

Quantity (sﬁgn tons)

Producers’ domestic open-

market shipments . ........... s wax - EE= g *Ex
U.S. imports from— .
Subjectsources . .. ........... 21,441 - 28814 28,901 20,058 28,643
Other sources .. .. ........... 14,341 16,196 - 17,818 12,666 . 15671
Total . ..o 782 01 7i 2,725 44314
Apparent consumption . ...... bt == s s bl

Value (1.000 doliars)

Producers’ domestic open-

market shipments . ........... = = sxx = o
U.S. imports from-- ‘
Subjectsources . . ... ......... 65,143 81,734 72,756 51,233 69,219
Othersources . . .. ........... 42,650 48,935 49.309 35,668 . 38,117
Total ........... PEPEEE 107.79 130,669 122 902 107,336
Apparent consumption . ... ... Ex b = R X

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 and from official statistics of the U.S. Department of Commerce.

steel bar is increasing, with most questionnaire respondents detecting no change, or a slight increase,
in demand during the period examined.”

U.S. Producers

According to the petition, during 1990-93 there were eight U.S. producers of stainless steel
bar. Five of these firms are petitioners; two additional firms, Electralloy Corp., Oil City, PA, and
" Crucible Specialty Metals Division, Syracuse, NY, subsequently became members of the petmomng
group.* The remaining firm, Armco Stainless and Alloy Products, Baltimore, MD, ceased
production of stainless steel bar in April 1993. The petitioning firms and their plant locations are

shown in the following tabulation:

* On the contrary, at the conference respondents’ economic expert testified that there has been a significant
increase in demand during the period examined, particularly in 1993, with another strong year expected in
1994. Transcript, pp. 153, 190. According to respondents, the market growth is expected to be concentrated
in hot-rolled bar, as such appllcanons as food and chemical processing are expected to be strong. Transcript,
P. 191

“ Petition, p. 3.
“ Collier, Shannon, Rill, & Scott, letters to Donna R. Koehnke, Jan. 4 and 7, 1994.
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Petitioning firm Plant iocation

Al Tech ........ e Dunkirk, NY
Carpenter . ........ P _Reading, PA & Orangeburg, SC
Electralloy . . . ...................... Oil City, PA
Crucible . ............... .. ........ Syracuse, NY
Republic . . ........................ Massilion, OH, Canton, OH,
& Chicago, IL
Slater . . ... ... Fort Wayne, IN
Talley .......... .. ... ... ... ..... Hartsville, SC

The Commission sent questionnaires to the 8 producers identified in the petition and also sent
- questionnaires to 11 additional firms suspected of producing stainless steel bar, in part based on their
known production of stainless steel wire rod or other stainless products. Seventeen companies .
responded, 11 of which provided usable data on stainless steel bar.® Accordingly, two companies
did not respond to the questionnaire.®

Manufacturers of stainless steel bar can generally be classified either as "integrated”
producers who melt, pour, and cast stainless steel, hot-roll the bar on their own rolling mills, and
then finish the bar in-house or as "finishers" who buy hot-rolled bar and perform only the last set of
operations. Of responding producers, eight firms (including all the petitioners) were integrated
firms, and three were cold-finishers.* All responding firms indicated that they serve a national
market area.®

Several responding producers indicated that they are subsidiaries or divisions of larger firms.
Those firms and their corporate parents are listed in the tabulation below:

Percent
Producer Parent company ownership

= = = = = = =

Carpenter is the largest U.S. producer of stainless steel bar, with a ***-percent share, by
value, of U.S. shipments in 1992. Carpenter produces stainless bar in two U.S. facilities, Reading,
PA, and Orangeburg, SC, and is a fully integrated producer, engaging in all steps of the production
process from melting through hot-rolling to cold-finishing.“ Along with stainless bar products,
Carpenter produces other alloy bar products, stainless rod and wire products, and other alloy wire
and rod products in its Reading and Orangeburg plants. In its $135 million "multi-mill" in Reading,
Carpenter manufactures an extraordinarily diverse product line and has the capacity to melt over ***
~ different grades, each designed for unique applications depending on customer requirements.”

“ Of these, 8 firms provided usable data on hot-rolled stainless steel bar, and 10 firms provided such data
regarding cold-formed bar. Of responding companies, 7 were petitioners; of non-petitioner companies, 1
supgorted the petition, 1 expressed opposition, and 2 took no position.

This group is limited to two firms that are not known to produce significant quantities of the products
under investigation.

“ One of the petitioners, Talley, does not have a melt shop and buys billets on the open market for hot-
rolling in its plant. '

* Slater indicated that ***,

“ It estimated that approximately *** of its total costs were in the cold-finishing end of the production

rocess.
Preg Transcript, p. 25. Carpenter noted that it often assists its customers in designing specifications based on
the end use in question, as various grades of stainless steel can be put to widely varying uses depending on the
chemistry of the product.
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Unlike other U.S. producers, Carpenter sells the vast majority of its production through company-
owned distributor outlets, a system that helps it achieve better control over inventories and ensure
customer satisfaction.* ‘

U.S. Importers

The petition identified 12 firms that allegedly imported stainless steel bar from the subject
countries during the period examined. Imports of stainless steel bar enter the United States under
HTS subheadings 7222.10.00 (for "hot-rolled” bar), 7222.20.00 (for "cold-formed" or "cold-
finished" bar), and 7222.30.00 (for "other bars and rods"). Therefore, because the petition defined
the scope of the investigations as covering all imports entering under these subheadings, the
Commission sent importers’ questionnaires to 88 firms importing more than $50,000 each under A
these subheadings or under the headings reserved for stainless steel wire rod in either calendar year

1990, 1991, 1992 or during January-August 1993, according to the Customs Net Import File
(CNIF). The Commission sent importer questionnaires to all firms named in the petition (most of
whom were listed in the CNIF), as well as to all firms to whom it had sent producer questionnaires,
for a total of 107 questionnaires.

The Commission received usable data on stainless steel bar from 45 companies. Twenty-six
firms, mostly importers of stainless steel wire rod, reported that they did not import any of the
products covered by the questionnaire.”® Seventeen firms reported imports of hot-rolled stainless
steel bar, and 33 firms reported imports of cold-formed stainless steel bar. Companies responding to
the Commission’s questionnaire accounted for 87 percent, by volume, of cumulated 1992 imports of
stainless steel bar from the five subject countries, based on official Commerce data.

Importers of stainless steel bar can be classified into two categories: (1) "resellers” who buy
the products from foreign producers and then resell them either to end users or to other, smaller,
resellers; and (2) "manufacturers/end users” who use the bar in manufacturing a wide variety of
downstream products. Of the 45 importers providing usable data to the Commission, only 4 were.
manufacturers, and the remainder were resellers.® Most importers imported from only one subject
source.

There is no indication on the record that imports from the subject countries are
geographically concentrated in any particular region of the United States.” Moreover, imports from
each of the subject countries were spread over several firms; the tabulation below indicates the
number of responding importers reporting imports in 1992 from each subject source:

* Carpenter sells the remainder of its output to unrelated end users; it does not sell to independent
distributors. Transcript, p. 62.

** Thus, 34 firms either did not respond to the questionnaire or provided data that were incomplete or
otherwise unusable (2 firms could not be reached with the questionnaire). Companies known to be significant
importers of stainless steel bar from the subject countries that did not respond or provided incomplete or
unusable data include ***, A

% This pattern reflects the general nature of the market in that very few sales are made directly to end
users. ,

* Transcript, p. 74. Importers contended, however, that they tend to concentrate on developing markets on
the West Coast because domestic producers are generally unwilling and/or unable to compete in that region.
Transcript, pp. 156, 228, 254.
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Number filh T

Source reportin
Brazil ........ .. ... .. ... . .. . ... 5
India ....... .. ... ... ... . . ... ..., 8
Italy . ... ... . 4
Japan . .. ... ... 18
Spain . . .. ... .. 3

The majority of importers reporting data are subsidiaries of, or related to, larger foreign
companies. These firms, and their related companies, are presented in the tabulation below:

IR ' , o Percent
Importer . ~ Parent company -~ ownership

= = = = = =. %=

Marketing Considerations and Channels of Distribution

Both U.S. producers and importers sell mainly through distributors. Seventy-six percent of -
reported U.S. producer shipmems of stainless steel bar were sold to distributors, about half of which
were related distributors.” An even higher percentage, 98 percent, of reported import shipments
were sold through distributors.®

Respondents estimate that at least 50 percent of subject imports are sold through distributors
known as "mill depots.”* Mill depots maintain large inventories and stock specialty products for
sale to service centers. The role of mill depots is to meet the inventory needs of service centers by
supplying small quantities and same day or next day deliveries to service centers.* Respondents
contend that U.S. producers generally will not sell to mill depots, and thus the mill depots deal
mainly in imported stainless steel bar.*

CONSIDERATION OF MATERIAL INJURY TO AN INDUSTRY IN THE UNITED STATES

Section 771(7)(B) of the Act (19 U.S.C. § 1677(7)(B)) provides that in making its
determinations in these investigations the Commission—

shall 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 (III) the |mpact of imports of such merchandise
" on domestic producers of like products, but only in the context of production
operations within the United States; and

% Carpenter sells only through its own related service centers. Talley Metals sells through related
distributors as well as independent service centers. Al Tech, Slater, and Republic sell only through
mdePendent service centers. Transcript, p. 69.

I

mporter questionnaire responses. Respondents contend that this percentage is too high; transcript, pp.
1131‘ 132-33 150.
Transcnpt p. 128.
5 , Lranscript, pp. 126-129.
* Transcript, p. 129.
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may consider such other economic factors as are relevant to the determination
regarding whether there is material injury by reason of imports.

Section 771(7)(C) of the Act (19 U.S..C. § 1677(7X(CY) further provides that—-

In evaluating the volume of imports of merchandise, the Commission shall consider
whether 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.

In evaluating the effect of imports of such merchandise on prices, the Commission
shall consider whether (I) there has been srgmficant price underselling by the

" imported merchandise as compared with the price of like products of the United
States, and (II) the effect of imports of such merchandise otherwise depresses prices
to a significant degree or prevents price increases, which ot.herwrse would have
occurred to a significant degree.

In examining the impact required to be considered under subparagraph (B)(iii), the
-Commission shall evaluate (within the context of the business cycle and conditions of
competition that are distinctive to the affected industry) all relevant economic factors
which have a bearing on the state of the industry in the United States, including, but
not limited to, (I) actual and potential decline in output, sales, market share, profits,
productivity, return on investments, and utilization of capacity, (II) factors affecting
domestic prices, (IIT) actual and potential negative effects on cash flow, inventories,
employment, wages, growth, ability to raise capital, and investment, and (IV) 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.

Available information on the volume of imports (item (B)(I) above) is presented in the section
of this report entitled "U.S. Imports.” Information on the other factors specified is presented in this
section, and, except as noted, is based on the questionnaire responses of 11 firms that accounted for
virtually all U.S. production of stainless steel bar during 1992.”

Information presented in this section is limited to data regarding all forms of stainless steel
bar. The Commission also requested questionnaire respondents to report separately for the categories
of hot-rolled and cold-formed bar. It is likely, however, that the basis on which the majority of
U.S. producers (that is, the petitioners) reported capacity, production, shipments, and inventories of
hot-rolled and cold-formed bar differs significantly from the basis on which U.S. importers reported

‘such data and from the basis under which other sources, such as the HTS and AISI, classxfy these
products.® Reported data on hot-rolled and cold-formed bar are presented in appendix C.

s - According to AISI statistics.

% Inits questionnaires, the Commission defined hot-rolled bar as "stainless steel bar not further worked than
hot-rolled, hot-drawn, or hot-forged (i.e., produced on a hammer mill), classifiable in subheading 7222.10.00
of the HTS." Similarly, the Commission defined cold-formed bar as "stainless steel bar which has been
produced either from hot-rolled stainless steel bar or from straightened rod or wire, and which has undergone a
cold-rolling or cold-drawing process in order to improve surface appearance, dimensional tolerances, and grain
orientation, classifiable in subheading 7222.20.00 of the HTS." Petitioners indicated at the conference that
their interpretation of the hot-rolled bar definition was that all processes performed subsequent to hot-rolling
constituted "further working” and, therefore, limited their reporting of hot-rolled bar to hot-rolled "black” bar.

(continued...)
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U.S. Production, Capacity, and Capacity Utilization

U.S. capacity to manufacture stainless steel bar increased in 1991, but declined slightly in
1992 and January-September 1993 (table 4). Production increased in each period. Capacity
utilization levels were consistently low during the period examined, and declined overall between
1990.and 1992. Utilization of bar-producing facilities reversed direction, however, in January-
September 1993, compared with the corresponding 1992 period, rising to 57 percent in the interim
1993 period. '
Four producers indicated that they either perform tolling operations for other producers in
their plants or send out products from their facilities for tolling by other firms. Only one of these
firms, ***, indicated that such operations were substantial in value.®
Several producers reported changes in their operations during the period examined that have
. an impact on reported capacity and production. Al Tech enumerated ***® Most of these ***.
‘Electralloy reported that ***.* In late 1992, Talley ***. Crucible reported that ***_ Finally, as
noted above, Armco ceased its stainless bar operations in April 1993.%

Most firms indicated multishift operation, ranging from 120 to 150 hours a week, 50 weeks a
year. Smaller firms, such as *** reported single-shift operation. Responding companies indicated a
wide range of other products produced in their mills, including stainless steel wire rod, angles,
ingots; tool steel; nickel-based alloys; titanium wire rod; and carbon and other alloy bars. The time
required to change production from one product to another was generally estimated as minimal.

In its questionnaire, the Commission requested producers to indicate whether, in their
manufacture of stainless steel bar, they used such production steps as melting, pouring, casting, hot-
rolling, pickling, annealing, cold-drawing, cold-finishing, and/or polishing. Data received in
response to this request are presented in the following tabulation:

Melting Pouring Casting Hot-rolling Pickling
® = = = = & x

Annealing Cold-drawing Cold-finishing Polishing
x %x x® = E 3 = t 3

* (...continued)
Transcript, pp. 46, 88. Respondents dispute this interpretation, contending that products that have been
annealed, pickled, and/or rough-turned should have been reported in the hot-rolled category. Transcript, p.
178. As a result, data reported by the petitioners on cold-formed bar are believed to include products that
other parties to the proceeding have reported as hot-rolied bar.

% wwx_ It reported that ***

® These included ***,

81 gk

 As indicated in tables 4-6, Armco did not provide data for periods before July 1991. As a result,
capacity, production, shipment, and inventory data for 1990 are understated, and trends in the data between
1990 and 1991 should be viewed with caution.
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Table 4
Stainless steel bar: U.S. capacity, productxon and capacity utilization, 1990-92, Jan. -Sept 1992, and
Jan.-Sept. 1993'

Jan.-Sept.—
Item 1990 1991 1992 1992 1993
Average-of-period capacity
(shorttons) ................ 263,363 296,003 292,503 226,397 223,064
Production (short tons) . . ... e 135,826 145,680 148,399 116,582 122,786
Capacity utilization v
@ercent) e e e e .+ . 524 49.1 -~ 506 535 57.0

! A‘rmco dxd not report for periods before July 1991.

Note.--Capacity utilization is calculated using data of firms providing both capacity and production
information.

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

Commission.

Firms were also requested to indicate the share of total cost of production (COP) accounted
for by each of the above steps. Data received are presented in the tabulation below (in percent):

Production step _ Share of COP
= x . = = = ® =

U.S. Producers’ Company Transfers, Domestic Shipments, and Export Shipments

Eleven producers reported data on their company transfers, domestic shipments, and export
shipments of stainless steel bar (table 5). These data show that the quantity of U.S. shipments
(company transfers and domestic shipments) increased irregularly between 1990 and 1992, by a total
of 7 percent. In terms of value, however, shipments increased from 1990 to 1991, but fell in 1992
to a level below that reported for 1990. Unit values fell off consistently during the 3-year period,
and also declined when the interim 1992 and 1993 periods are compared.

For these producers, volumes of export shipments were far less significant than domestic
shipments during the period examined. For export shipments; both volume- and value-based data
show fluctuating trends: Unit values were always higher than those associated with company -
transfers and domestic shipments, however. Four producers reported export shipments, primarily to
European markets and to Canada. In no case did such shipments exceed 1 percent of production or
of total shipments.

thpment data for hot-rolled stainless steel bar and cold-formed stainless steel bar are
presented in appendix C (tables C-2, C-3, C-5, and C-6).
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Table 5
Stainless steel bar: Shipments by U S. producets, by types, 1990-92, Jan.-Sept. 1992, and
Jan.-Sept. 1993

Jan.-Sept.-—-
Item 1990 1991 1992 1992 1993
Quantity (short tons)

Company transfers . . . .......... e b b b wEx
Domestic shipments . ........... g x skl b by
Subtotal ....... ... 124705 135211 133,539 101,494 111,799
- Exports .. ... e e e b b 354 245 519
~Total ...... e e e e i L X 133,893 101,739 ~ 112 318

Value (1,000 dollars)

Company transfers . . . . ......... i i i i b
Domestic shipments . . .......... g i b b *xx
Subtotal . ................ 443,167 477,217 436,417 344,666 345,710
Exports ................... 2,354 3,738 2,122 1,601 2,458
Total ... ... ... ... ........ 445,521 4809 4 9 267 48,168

Unit value (per short ton)

Company transfers . . . .......... £3,722 $£3,668 $3,409 $3,663 $3,427
Domestic shipments . . .......... 3.462 3,463 3,195 3,255 2,941
Average ... .............. 3,554 3,528 3,268 3,386 3,092
Exports . .................. X FE= 5,994 6.535 4,736
Average ... .............. e == 3,275 3,403 3,100

' Armco did not report for periods before July 1991.
Note.—Unit values are calculated using data of firms supplying both quantity and value information.

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

U.s. Producers’ Inventories

Inventory data were supphed by 7 of the 11 firms producmg stainless steel bar during the
period examined (table 6).® Inventories fell off markedly between 1990 and 1991, then climbed by
9 percent in 1992, to a level 2 percent less than that of 1990. Inventories rose sharply in the 9-
month 1993 period, when compared with the equivalent period of 1992. As a ratio to preceding-
period U.S. shipments, such inventories followed a similar trend, except that their ratio to preceding-
period shipments was unchanged in January-September 1993 when compared with the corresponding
1992 period.

© Inventories of hot-rolled stainless steel bar and cold-formed stainless steel bar are presented in appendix
C.
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Table 6
Stainless steel bar: End-of-period inventories of U.S. producers 1990-92, Jan.-Sept. 1992, and
Jan.-Sept. 1993

: Jan,-Sept.—
Item 1990 1991 1992 1992 1993
Inventories (shorttons) ... ... .... 28,197 25,447 27,650 24,798 27,212
Ratio of inventories to—
Production (percent) . . . ... .. ... 19.4 17.7 18.9 16.0 16.6
U.S. shipments (percent) . ... .. .. 21.1 19.1 - 210 18.3 18.3

Total shipments (percent) . .. ... .. 21.0 19.0 20.9 183 18.2

‘ ! Armco dxd not report for periods before July 1991.

Note.-Ranos are calculated using data of firms supplying both numerator and denominator
information. Part-year inventory ratios are annualized.

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

For the most part, domestic producers of stainless steel bar do not produce to stock, except
for instances in which a standard grade can be sold to more than one customer.* Lead times
reported by domestic producers varied from 3 to 5 days to 8 to 10 weeks® Responding producers
reported no unusual occurrences during the period examined that may have had an effect on
inventory levels.

U.S. Employment, Wages, and Productivity

[Of the 11 firms reporting production of stainless steel bar, 10 provided usable employment
data (table 7). The number of workers employed in the productlon of stainless steel bar increased by
6 percent from 2,013 workers in 1990 to 2,128 workers in 1991, before declining to 2,017 workers,
a 5-percent drop, in 1992. The number of hours worked by these employees increased very slightly
in 1991, but declined by 3 percent in 1992. Hourly compensation increased throughout the period,
from $23 32 in 1990 to over $25.00 in 1992. During January-September 1993, the number of
production workers and hours worked increased by 5 > percent, compared with the number of workers
and hours worked in the corresponding 1992 period.” Hourly compensation also continued to
increase during interim 1993 as compared with interim 1992.

Labor productivity, as measured by tons produced per 1,000 hours, was higher in 1992 than
in either 1990 or 1991. This indicator continued to trend upward marginally in January-September
1993, when compared with the corresponding period of 1992. U.S. producers labor costs first
increased in 1991, then fell back to 3 percent above their 1990 level in 1992; such costs rose slightly
when the J anuary-September periods are compared.

Transcnpt p. 62.

Repubhc quoted =%,

“ The closing of Armco’s facilities producing stainless steel bar in April 1993, however, resuited in a
reduction in Armco’s workforce of 600 positions. Postconference brief of petitioners, attachment 4. Armco
did not report employment data; had such data been included, upward trends seen from a comparison of the
interim periods would have beeu significantly affected.
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Table 7

Average number of total employees and production and related workers in U.S. establishments
wherein stainless steel bar is produced, hours worked,' wages and total compensation paid to such
employees, and hourly wages, productwnty, and unit producnon costs,” by products, 1990-92,

Jan.-Sept. 1992, and Jan.-Sept. 1993’

Jan.-Sept.--
Item 1990 1991 1992 1992 1993
Number of emplovees
Allproducts . . . ..o .. 12 12581 121 11774 1
Number of production and related
workers (PRWrs)
Allproducts . . . .............. 9,130 9,040 8,885 8,622 8,471
Stainless steel bar ... .......... 2,013 2,128 2,017 1.954 2,049
Hours worked by PRWs (1,000 hours) '
Allproducts . . ... ............ 18,257 17,086 17,589 13,315 13,216
Stainless steel bar . . .. ... ...... 4,243 4.255 4,138 3,105 3.265
Wages paid to PRWs (1,000 dollars)
Allproducts . . . .............. 296,936 275,884 289,777 219,327 225,511
Stainless steel bar . . ... .. ... ... 71,888 73,651 72,522 54,738 60,674
Total compensation paid to PRWs
(1,000 dollars)
Allproducts . . . .............. 410,240 414,715 416,073 313,143 328,916
Stainless steel bar . . ... .. ... ... 98.954 104,028 103,650 77,925 86.047
Hourly wages paid to PRWs
Allproducts . . . .............. $16.26 $16.15 $16.47 $16.47 $17.06
Stainless steel bar . ... ... ...... 16.94 17.31 17.53 17.63 18.58
Hourly total compensation paid to PRWs
All products . . . .............. $22.47 $24.27 $23.66 $23.52 $24.89
Stainless steel bar . ... ......... 23.32 24 45 25.05 25.10 26.35
Productivity (short tons per 1,000 hours)
Stainless steel bar . . ... ........ 314 311 32.8 34.6 36.0
Unit labor costs (per short ton)
Stainless steel bar . . ... ........ $742.75 $785.70 $763.78 $725.32 $731.77

" Includes hours worked plus hours of pald leave time.
? On the basis of total compensation paid.
* Firms providing employment data accounted for 91 percent of reported total U. S. shipments

(based on quantity) in 1992,

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

information.

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

Commission.
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In its questionnaire, the Commission requested firms producing stainless steel bar to indicate
whether the same production and related workers are employed in the production of both stainless
steel bar and other products manufactured in their facilities. One producer, ***, indicated that its
workers engaged in stainless steel bar production also produce stainless steel wire rod. Slater
reported that ***, With regard to different varieties of stainless steel bar, such as hot-rolled and
cold-formed bar, ***.9..

Six producers reporting employment data noted that their workforces are represented by
unions.® These firms, and the unions involved, are listed in the following tabulation:

Company Union
Al Tech ................... United Steelworkers
“Electralloy ... .......... .« . . United Steelworkers
‘Slater ... .. ... . United Steelworkers
Inco ........ ... ... ... United Steelworkers
Crucible ................. United Steelworkers
Republic .............. . . . United Steelworkers

Bricklayers & Allied Craftsmen, AFL/CIO

The Commission also requested firms producing stainless steel bar to provide detailed
information concerning reductions in the number of production and related workers producing such
products, if such reductions involved at least 5 percent of the workforce, or more than 50 workers.
The reported layoffs are shown in the following tabulation:

Number of
Firm Product Date - workers Duration Reason
X E = = = = =

Financial Experience of U.S. Producers

Nine U.S. producers of stainless steel bar, including all of the major ones, reported profit-
and-loss information on their U.S. operations.” These companies accounted for about 92 percent of
1992 U.S. production.

Data were collected on (1) overall stainless steel bar operations, (2) hot-rolled stainless steel
bar operations; and (3) cold-formed stainless steel bar operations. The data indicated no trade sales
of the hot-rolled product. Instead, all of the product was transferred to cold-forming operations and
was sold to other parties. Data on both hot-rolled stainless steel bar operations and cold-formed
stainless steel bar operations are shown in appendix D. The data in this section, therefore, represent
the combined hot-rolled/cold-formed operations of the producers. -

" Field visit with *** :

® Carpenter, the largest stainless steel bar producer, is a nonunion plant.

® The producers (and their respective fiscal yearends if other than Dec. 31) are Al Tech, ***, Carpenter
(June 30), Crucible, Electralloy, ***, Republic, Slater, and Talley.
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Overall Establishment Operations

Profit-and-loss data for the overall establishment operations of the producers are shown in
table 8. Whereas net sales decreased only slightly from 1990 to 1991, every other financial
indicator—gross profits, operating and net income, and cash flow—was down sharply. Gross profits
were off by about one-third as the gross profit margin shrank from 16.6 percent of sales to 11.5 .
percent. This, coupled with an increase in selling, general, and administrative (SG&A) expenses,
caused the operating income to decrease by about three-quarters of its 1990 level, the $45 million net
income to become a $53 million net loss, and the cash flow to decrease from about $126 million to
~ about $42 million.

Financial results continued to worsen in 1992. Even though net sales decreased only slightly
from the previous year, the gross profit margin also decreased. These factors, combined with '
increasing "other expense” items, resulted in large net losses. Throughout the period examined,

" producers reported large expenses relating to ***, Interim 1993 results were much improved
over the interim 1992 results. While net sales increased by a little under 5 percent, the gross profit
margin increased from 9.7 percent to 14.2 percent of sales. Combined with a decline in SG&A
expenses and other expense items, results were up markedly. Operating income was up about $64
million, net income increased by about $106 million and became positive again, and cash flow more
than doubled.

In 1992, stainless steel bar sales accounted for 28 percent of overall establishment net sales.

Stainless Steel Bar Operations

Profit-and-loss data for the stainless steel bar operations of the producers are shown in table
9. Although company transfers are quite significant (in excess of one-third of all net sales), over ***
operations. Most producers neither have captive distributors nor service centers. Therefore, the sale
of the product at that point is considered a trade sale as it is the first sale to an unrelated party.

= = = = = = L 3

The industrywide operating income or (loss) is greatly affected from period to period by
nonrecurring inventory valuation adjustments, environmental and restructuring charges, and
postretirement benefit charges. Although these costs have been reported in accordance with generally
accepted accounting principles (GAAP), they do greatly affect comparability between periods, as
footnote 2 of table 9 explains.

Although net sales quantity and value both increased by nearly 10 percent from 1990 to
1991, the increase also reflects the ***. Table 10 contains selected profit and loss information on a
company-by-company basis. Decreased unit sales values combined with increased unit cost of goods
sold values lowered the unit gross profit by about one-third, from $435 per ton to $282 per ton. As
" a result, the increase in sales quantities could not prevent the gross profit from decreasing by more
than one-quarter on an absolute basis. SG&A expenses increased by about 20 percent on an absolute
basis and by about 10 percent on a per-unit basis, resulting in a $20 million decrease in operating
income, net income, and cash flow in 1991.
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Table 8 A ‘
Income-and-loss experience of U.S. producers on the overall operations of their establishments wherein stainless
steel bar is produced, fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993'

C ' .Jan -Sept.—
Item 1990 1991 1992 1992 1993

Value (1,000 dollars) _

Netsales................... 1,622,543 1,609,174 1,606,508 1,224,632 1,282,862
Costofgoodssold . ............ 1,353,512 1,423,493 1,434,181 1,105,254 1,101,215
Grossprofit . . ............... : 269,031 185,681 172,327 119,378 181,647
Selling, general, and .
administrative expenses . ........ 145,712 156,383 153,929 114,961 112,820
. Operating income . ............ . 123,319 - 29,298 18,398 = 4,417 68,827
- Startup or shutdown expense . . . .. .. - 7,000 ’ o 0 o . - 0
Interest expense .. ............ . 53,702 51,285 46,729 32,949 . 34,063 .
Other expense, met . . . .......... 17,644 31,470 48,730 59,318 16,088
Net income or (loss) before
incometaxes ............... 44 973 (53,457) (77,061) (87,850) 18,676
Depreciation, amortization, A
and non-cashitems ........... 81,273 95.050 102,735 114,185 45.338
Cash flow® . ... .. e 126,246 41,633 25,674 26,335 64014

Ratio to net sales (percent)

Costof goodssold . . ........... 83.4 88.5 89.3 90.3 85.8
Grossprofit . . ............... 16.6 11.5 10.7 9.7 14.2-
Selling, general, and .
administrative expenses . ... ... .. 9.0 9.7 9.6 94 : 8.8
Operating income . .. .......... 7.6 1.8 1.1 04 5.4
.Net income or (loss) before '
incometaxes ............... 2.8 (3.3) (4.8) (7.2) 1.5

Number of firms reporiing

Operating losses . ... .......... 1 4 5 5 4
Netlosses ... ............... 3 6 7 6 6
Data . .................... 7 9 9 9 9

! The producers, and their respective fiscal yearends if other than Dec. 31, are Al Tech, ***, Carpenter (June
- 30), Crucible, Electralloy, ***, Republic, Slater, and Talley.

* Cash flow is defined as net income or loss plus depreciation, amortization, and certain noncash cost or

" income items. The noncash adjustments were (in millions) $31,370 in 1990; $37,827 in 1991; $45,674 in 1992;
$71,764 in interim 1992; and $2,113 in interim 1993.

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade
Commission.
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Table 9

Income-and-loss experience of U.S. producers on their operations producing stainless steel bar, fiscal
years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993’

jan.-Sept.--

Table continued on next page.

Item 1990 1991 1992 1992 1993
Quantity (short tons)
Tradesales ................. 78,294 88,872 87,955 66,087 76,505
Intercompany transfers . ......... 44,061 44918 46.353 35.066 34905
Total ................... 122,355 133.790 134,308 101,153 111,814
Value (1,000 dollars)
Tradesales ................. 278,210 313,617 288,548 214,634 226,372
Intercompany transfers . ......... 163,985 164,724 165,508 128,430 119,603
Total ................... 442,195 478,341 454,056 343,064 345,975
Costof goodssold . . .. ......... 169 4 6 4 2 i 24,112
Grossprofit . . ............... 54,026 38,785 17,254 12,148 21,863
SG&A expenses . ............. 28,198 34,260 39,642 26.681 27,528
Operating income or (loss)® ....... 25,828 4,525 (22 388) (14 533) (5,665)
Interest expense ... ........... 15,083 11,945 10,114 9,472 6,681
Net other income or (expense) ..... (415) (2,957) (17.654)  (24.250) 5,866
Net income or (loss) before
incometaxes ‘. .............. 10,330 (10,378) (50,156) (48,255) (6,480)
Depreciation, amortization,
and non-cash items ........... 15.723 17,458 47,592 48.064 9,192
Cashflow’ . ................ 26,053 7,080 (2.564) (191) 2,712
Value (per short ton)’
Tradesales ................. $3,446 $3,426 $3,187 $3,227 $2,930
Intercompany transfers ... ....... 3,722 3,667 3,571 3,663 3,427
Averagenetsales ............ 3,545 3,507 3,319 3,378 3,085
Costof goodssold . . ........... 3,110 3,225 3,188 3,259 2,890
Grossprofit . . ............... 435 282 131 119 195
SG&A expenses . ... ... ....... 223 247 284 262 245
- Operating income or (loss) . .. ... .. 213 . 35 (154 (143) (50)
Ratio to net sales (percent)
Costofgoodssold . ... ......... 87.8 91.9 96.2 96.5 93.7
Grossprofit ... .............. 12.2 8.1 3.8 35 6.3
SG&A expenses . ............. 6.4 7.2 8.7 7.8 8.0
Operating income or (loss)® . ...... 5.8 0.9 4.9) (4.2) (1.6)
Net income or (loss) before
incometaxes ............... 2.3 2.2 (11.0) (14.1) a9
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Table 9—-Continued
Income-and-loss experience of U.S. producers on their operations producing stainless steel bar fiscal
years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993'

Jan.-Sept.—

Item 1990 1991 1992 199 1993

Number of firms reporting

Operating losses . ......... L 3 5 6 6
Netlosses ................... S 4 6 6 6
9. 9 9

O o

Data .............occ...... - T

' The producers (and their respective fiscal year ends if other than Dec. 31) are Al Tech, ***,
Carpenter (June 30), Crucible, Electralloy, ***, Republic, Slater, and Talley.

? Comparability between periods is affected by nonrecurring expenses or credits relating to inventory
adjustments, restructuring costs, environmental costs, loan restructuring costs, and charges for
postretirement benefits other than pensions. If deleted from the above table, the net effect would be an
increase in operating income of ***,

* Cash flow is defined as net income or loss plus depreciation, amortization, and certain noncash cost
or income items. The noncash adjustments were (in millions) $0 in 1990 and 1991; $27,929 in 1992;
$33,235 in interim 1992; and $(5,590) in interim 1993.

¢ #=%  Therefore, the unit values cannot be derived from the data shown.

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

Financial results were off again in 1992, although they were influenced by the nonrecurring
costs previously referred to. Five of the nine producers had reduced net sales, resulting in an overall
decrease of 5 percent. The unit net sales value was down by about $188 per ton as all producers
reported decreases. Even though the unit cost of goods sold decreased, the $37 per ton decrease was
$151 per ton less than the decrease in unit sales value. Gross profits decreased by over half and
were less than a third of 1990 levels. Increases in SG&A expenses and in other expenses only made
the operating and net losses deeper and the cash flow negative. Although interim 1993 results were
improved compared with interim 1992 results, there were still losses. The $292 per ton decrease
(about 9 percent) in unit sales value was compensated for by the almost 11 percent increase in net
sales quantity, resulting in flat net sales value. At the same time, the unit cost of goods sold
decreased by $368 per ton. The result was a much reduced operating loss. Likewise, large swings
in other income or expense items from $24.2 million in expense to $5.9 million in income likewise
resulted in a much reduced net loss and a positive cash flow.

Table 10 illustrates the operational experiences of each producer. Carpenter, the *** from
interim 1992 to interim 1993. :
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Table 10

Income-and-loss experience of U.S. producers on their operations producing stainless steel bar, by firms,
fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

Jan.-Sept.—
Item 1990 1991 1992 1992 1993
Value (1,000 dollars)
Net sales:
Talley ................ > gr== == == gEx=
AlTech ............... b X wEx b b
Slater . .. ..... e e = bl wE b wxx
Republic-. .. ......... L = EEx = wax b
Carpenter . ............. = b % wE= Hxx
Electralloy ............. b *xs % b wxx
bt 2% £33 3 L 2 3 3 kX ES + 3
Crucible . . ............. b g == b b
B e o KX =% =% =2% RRX
Total . ............... 442,195 478,341 454,056 343,064 345,975
Operating income or (loss):'
Talley ................ b b X == ==
AlTech . .............. b = i b ==
Slater . . . .............. b i == e wxx
Republic . .............. = g % b b
Carpenter .............. =z wEx b = =
Electralloy ............. = wxx b e =
o Lt 2 3 XX 3 3 3 ®EX ==X
Crucible . .. ............ il = i e ==
B ==X b3 2 3 2+ 3 =X X
Total . ............... 25,828 4,525 (22,388) (14,533) (5,665) -
Net income or (loss) before
income taxes:
Talley ................ wE= e == wE= i
AlTech ............... b wE= b bt i
Slater . . ......... e == wEx == EE i
Republic . ............. Ny wxx = e e il
Carpenter . ............. i *ex s wxx xex
Electralloy ............. X wEE wEE b i
RE XX ==X £+ + 4 EERE xx%x
Crucible . .............. = b b wEE b
EERE o . wEX EXRE ExERE xEX RERX
Total . ............... 10,330 (10.378) (50,156) (48.255) (6.480)

Table continued on next page.
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Table 10—Continued

Income-and-loss experience of U.S. producers on their operatior;s producing stainless steel bar, by firms,
fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993 ’

1991

Jan -Sept.—

Table continued on next page.

Irem 1990 1992 1992 1993
Value (per short ton)
Net sales: ‘
Talley .............. R S == §x== i
Al Tech ............. b b wxx i ks
Slater . . .............. b b == = wax
Republic . . ........... = i = wax el
Carpenter : . ........... i wxx ek saw il
‘Electralloy ....... ’ == o | owEx bt bk
Crucible . . ... e e bl == b | EEx
e e ERE =xx =X L 2 1 3 b3 33
Average . ........... 3,545 3,507 3,319 3,378 3,085
Cost of goods sold: 4
Talley .............. == *xx s b rax
Al Tech ............. b *xx B wxx b
Slater . . ............. B wxx wEx wxx Bax
Republic . . ........... i b = b b
Carpenter .. .......... b wEx = b wxx
Electralloy . .......... xxx === xex xx xxx
Crucible . .. .......... b == b e i
xEEX ==X xEX =X =x% L2 23
Average .. .......... 3,110 3,225 3,188 3,259 2,890
SG&A expenses:
Talley .............. i b e b X
Al Tech ............. b = = s xx
Slater . .. ... ... ...... e = e b mxx
Republic . .. .......... = b e e wEx
Carpenter . ........... *xx x= wxx i i
Electralloy ... ........ e i wEx = e
Crucible . .. ... .. ..... e b = e mEx
L, XX b3 1 == 2 3 3 L2 3 3
) Average . . .. .. ... ... 223 247 284 262 245
Operating income or (loss): ' - :
Talley ......... U = s b b e
Al Tech . ............ b wEx g o wEx
Slater . . ... .. ... ..., i wEx i wEx o
Republic . ............ b b wmx i o
Carpenter .. ..... IR wxx wEx Ehdad o wEx
Electralloy ....... L e b e = o
Crucible . .. .......... i i e = e
R E 2 34 b2 2 3 =xX === XX
Average ............ 213 35 (154) (143) (50
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Table 10—Continued

Income-and-loss experience of U.S. producers on their operations producing stainless steel bar, by firms,

fiscal years 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

v Jan.-Sept.--
Item 1990 1991 1992 1992 1993
Ratio to net sales (percent)

Operating income or (loss):'

CTalley ................... bl i S wE® hhid
AlTech . ... .. ............ = e b b Wi
Slater . .. .o e wEE ad wE® xnx

CRepublic .. ... ... = | wx b b Bxx
Campenter . ................ b == b wEX wx®
Electralloy ................ B = wwx Ex wxx
s XX E3 33 ==X L2 1 2%
Crucible . . .. ... ........... b s b s e
e X =% ®EE == xRX

Average . ... ............. 5.8 09 4.9 (4.2) (1.6)

Net income or (loss) before _

income taxes:
Talley ................... wxx wxE b e wxx
AlTech ... ............... wEE s EE o xx
Slater . . ... ... ..., ... ... b i EE b ax
Republic .. ................ s i s g wxx
Carpenter . ................ wxx b wax b xx
Electralloy . ............ ... b o = == wxx
K o === X =% = KX
Crucible . . . ... ....... .. ... b wxx xx i b
B e, == wEE = === R

Average . . ... ............ 2.3 (2.2) (11.0) (14.1) (1.9)

' See footnote 2 in table 9.

? === did not provide sales quantities

. Therefore, its per-unit data are unavailable.

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

Commission.

The tabulation below shows the changes in the components of the unit cost of goods sold for

stainless steel bar from 1990 through the first nine months of 1993 (in dollars per short ton).
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fan.-Sept.--

Item 1990 1991 1992 1992 1993
Raw materials . . . ... L $1,200  $1,141 $1,013  $1.110 $956
Directlabor . . ............... 421 392 459 471 435
Other factory costs . ........... 1,398 1,692 1,717 1,678 1,500
Total COStS . . ... ... ... ... $3,110  $3,225  $3,188  $3,259  $2.890

Raw material costs decreased in every period as the price of scrap steel decreased and were
only 33 percent of total costs in interim 1993 (as opposed to 41 percent in 1990). Conversely, direct
labor costs and other factory costs were both higher during interim 1993 than they were in 1990,

‘even though they were down from the 1992 hlghs There are two main reasons for the increase.
Exx o

Investment in Productive Facilities and Return on Assets

Data on investment in productive facilities and return on assets are shown in table 11. These
data are *** of the industry total. The data in table 11 show positive operating and net returns
despite the losses shown in tables 8 and 9 because ***,

Capital Expenditures

Data on U.S. producers’ capital expenditures are shown in table 12. The companies that
expended the most, together with their yearly expenditures (in mllhons) from 1990 to 1992, were

*#t

Research and Development Expenses

Data on U.S. producers research and development expenses are shown in table 13. ***
relating to stainless steel bar.

Capital and Investment
The Commission requested U.S. producers to describe any actual or potential negative effects
of imports of stainless steel bar from the five countries subject to these investigations on their firms’.

growth investment, ability to raise capital, and/or development and production efforts. Their
responses are shown in appendix E.
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Table 11

Value of assets and return on assets of U.S. producers’ operations producing stainless steel bar, fiscal years
1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

As of the end of ﬁ§cal year-—

As of Sept. 30--

Item 1990 1991 1992 1892 1993
Value (71,000 dollars)
All products:
Fixed assets:

Original cost . ............. 1,203,704 1,257,371 1,287,621 1,272,802 1,304,805
~Bookwvalue ............... 661,944 667,354 = 646,017 655,921 636,332
Total assets' . . . ............. 1,193,619 1,139,576 1,135,792 1,140,623 1,180,729

Stainless steel bar:
Fixed assets:

Originalcost .............. 448,174 473,952 488,812 486,840 500,867

Bookwvalue ............... 282,930 287,257 278,772 284,347 274,185
Total assets® . . . ............. 445.598 438.691 435,129 440,491 444 408

Return on book value of
fixed assets (percent)’
All products:
Operating return® . . . . . ... ... .. 18.6 5.9 4.7 2.1 16.6
Netrewrn® ................ 6.8 6.5) (10.1) (16.6) 6.1
Stainless steel bar:
Operating return* . . . .. ... ... .. 9.1 2.9 6.2) 4.7 0.3)
Netreturn® .. .............. 37 (2.3) (16.1) (20.5) (0.7)
Return on total assets (percent)’
All products:
Operating return® . . . . .. ....... 9.8 4.0 6.9 6.3 10.7
Netrewrn® ... ............. 34 3.1 33 1.7 5.1
Stainless steel bar:
Operating return® . . . . ... ... ... 6.4 4.1 3.0 5.0 3.8
Net return’ . . 3.1 2.4 2.4 3.7

..............

" Defined as book value of ﬁxed assets plus current and noncurrent assets.

? Total establishment assets are appomoned by firm, to product groups on the basis of the ratio of the
respective book values of fixed assets.

* 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. Data for the partial-year periods are calculated using

annualized income-and-loss information.

‘ Defined as operating income or loss divided by asset value.

* 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 12
Capital expenditures by U.S. producers of stainless steel bar, by products, fiscal years 1990-92
Jan.-Sept. 1992, and Jan.-Sept. 1993

(1,000 dollars)

, Jan.-Sept.--
Item 1990 1991 1992 1992 1993
All products:
Land and land improve-
ments . ........ e S 117 192 0 . 130 9
Building and leasehold - ~ , o o E
~ . improvements .. .. ... ... 76,433 0 7428 - 5529 5,602 3,094
Machinery, equipment, and ,
fixtures . ................ 64.435 48.000 27,141 29,759 25,241
Total .. ... ... ... ...... 70,985 55,620 32,670 35,491 28,344
Stainless steel bar: '
Land and land improve-
ments ................. . 48 136 0 58 4
Building and leasehold
improvements . . . ........... 4020 5,460 2,961 - 2,763 1,399
"Machinery, equipment, and
fixtures .. ............... 28,519 21,423 12,227 13,100 8.286
Total .................. 32,587 27,019 15,188 15,921 9,689

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

Table 13
Research and development expenses of U.S. producers of stainless steel bar, by products, fiscal years
1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

(1,000 dollars)
Lo L o Jan.-Sept.--
Item 1990 __ 1991 1592 1992 1993
Allproducts . . . . ... .......... 17,097 17,367 17,141 12,998 12,662

Stainlesssteel bar . ............ 5,247 5,398 5,065 3,940 3,805

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade
Commission.
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CONSIDERATION OF THREAT OF MATERIAL INJURY
TO AN INDUSTRY IN THE UNITED STATES

Section 771(7T)F)(i) of the Act (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™—

(D 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),

() any increase 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,

(IIl) 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,

™ Section 771(7)(F)(ii) of the Act (1% U.S.C. § 1677(7)(F)(i1)) 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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(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.” .

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 Merchandise 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 the section entitled "Consideration of
Material Injury to an Industry in the United States.” 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)); any other threat indicators, if applicable (item (VII));
and on any dumping in third-country markets follows. Other threat indicators have not been alleged

_or are otherwise not applicabie. ’

U.S. Importers’ Inventories

Seventeen of the 45 firms reporting imports of stainless steel bar also reported end-of-period
inventories of those imports. These data are presented in table 14. Data concerning end-of-period
inventories of hot-rolled bar and cold-formed bar are presented in appendix C.

End-of-period inventories of stainless steel bar from the countries subject to investigation
increased strongly between 1990 and 1991, and continued to move sharply upward, by 7 percent, in
1992. This indicator exhibited an even stronger percentage increase in January-September 1993
when compared with the corresponding period of 1992. Total end-of-period inventories also
increased -notably during the.1990-92 period. - In relation to preceding-period shipments, however,
inventories of imports from subject sources showed little movement during 1990-92. This ratio
increased somewhat when the interim periods are compared.

™ 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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Table 14

Stainless steel bar: End-of-period inventories of U.S. xmporters by sources, 1990-92, Jan.-Sept.
1992, and Jan.-Sept. 1993

_ Jan.-Sept.—
Item 1990 1991 1992 1992 1993
Quantity (short tons)
Brazil .................... 780 1,190 1,235 1,068 1,097
India . ...................¢ g iy 576 387 1,171
aly ....... .. ... .. ...... 334 bt bl 666 | oEEE
' Japan . ... ... ... o L. e b wEE b *xx
Spain . .................... g == == il ek
Subtotal . ................ 5,410 6,557 6,991 5,601 7,649
Othersources . ............... 2,735 3,121 il = ol
Total ................... 8.145 9,678 g g Fxx
Ratio to U.S. shipments of imports (percent)
Brazil . ................... 36.7 47.3 38.8 338 243
India ..................... xx wxx 37.0 25.7 37.1
Ialy ... ... ... .. .. .. 479 Hax wE= 57.5 wwx
Japan . ... ... ... L. b Fxx wx= s FEx
Spain . . ... ... .. == ko = i *xx
Average .. ............... 27.8 29.0 28.6 242 25.1
Othersources . . .............. 445 41.4 e o xR
Average ... .............. 31.8 32.1 = b b

Note.—Ratios are calculated using data of firms supplying both numerator and denominator
information. Part-year inventory ratios are annualized.

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

Commission.

As is seen by comparing table 14 to table 6, importers tend to keep higher levels of
inventories in relation to shipments than do domestic producers. Notwithstanding this, lead times
tend to be considerably longer for orders sourced from importers than from domestic producers.
Responding importers reported lead times ranging from 3 to 8 months, with most firms estimating
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lead times of 4 to 6 months. Of the 36 firms responding to this question, only 5 indicated that they
sell from stock.” ' : o
Except for Japan, the subject countries appear to have had problems meeting U.S. importers’
delivery schedules during the period examined. Brazil, India, and Spain were specifically cited by
one importer as being consistently late in delivery, with delays ranging from 1 to 6 months.”
~ In its questionnaire, the Commission requested importers to list any expected deliveries of
 stainless steel bar from Brazil, India, Italy, Japan, and Spain after September 30, 1993. Responding
importers reported a total of 9,902 tons of stainless steel bar from all subject sources, of which
1,089 tons were specifically identified as from Japan; 239 tons from Italy; 225 tons from India; 119
tons from Brazil; and 34 tons from Spain. ‘

.- Ability of f‘oreigh Producers to Generate Exports ‘-
-and the Availability of Export Markets Other Than the United States

The Brazilian Industry

The Commission received information from all four firms named in the petition as exporters
of stainless steel bar to the United States: Acos Finos Piratini S.A. (Piratini), Acos Villares, S.A.
(Villares), Eletrometal S/A Metais Especiais (Eletrometal), and Companhia Acos Especiais Itabira
(Acesita). These firms accounted for 100 percent of U.S. imports of stainless steel bar from Brazil
in 1992, based on official U.S. import statistics. .

Table 15 shows that Brazilian firms’ production of stainless steel bar increased sharply
between 1990 and 1991 and at a slower rate between 1991 and 1992, for an overall climb of 28
percent. Between 1990 and 1992, as production rose strongly while capacity declined, capacity
utilization grew from 41 to 53 percent. Exports to the United States increased markedly, by 64
percent, between 1990 and 1992. Calendar year 1993 exports to the United States are expected to be
lower than 1992 levels, but will pick up again in 1994. The share of such exports in total Brazilian
shipments increased during the period examined.

Brazilian companies also submitted information regarding hot-rolled and cold-formed stainless
steel bar. Such data are presented in appendix F.

Except for Villares, stainless steel bar made up small percentages of total production for each
company. Bar plants in Brazil are generally located in the state of Sao Paulo. Villares sells to the
United States exclusively through a wholly-owned subsidiary, Villares Corp. of America. Companies
reported production of a wide range of other products on production lines used to produce stainless
steel bar, such as stainléss steel wire rod; high speed steel; tool and valve steel; nickel base alloys;

. castings and forgings; and forged rolls. Mills were run generally on a basis of 132 hours a week, 50
to 52 weeks a year (that is, multishift operation). '

™ It should be noted, however, that importer questionnaires were completed by importers of record, who
generally do not fulfill a primary distribution function. In this industry, firms that do fulfill that function,
known as master distributors or "mill depots,” characteristically do not serve as importers of record, but buy
direct from foreign mills through the importer of record (e.g., a Japanese trading company). Lead times for
master and smaller distributors would likely be much lower than those for responding importers. One
representative of a large mill depot, KG Specialty Steel, indicated that his firm offers same-day or next-day
service on orders. Transcript, p. 129.

? Transcript, p. 227.
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Table 15

Stainless steel bar: Brazil's capacity, production, inventories, capacxty utilization, and shipments, 1990-92, Jan.-Sept.

1992, Jan.-Sept. 1993, and projected 1993-94

' Jan.-Sept.— Projected
tem 1990 1991 1992 1992 1993 1993 1994
Quantity (short tons)
Capacity . .. .....c.cuivvuunen. 55,057 55,057 54,837 40,907 40,246 48,913 51,972
Production ................. 22,489 27,325 28,795 21,325 18,912 24,843 27,837
End-of-period mventorm e , bl i == 3,014 2,757 . 2,720 1,630
Shipments: - ' o '
Homemarket . .............. 6,765 7,607 8,050 6,220 5,774 6,940 . . .9,921
Exports to—
The United States . . ......... 2,778 3,659 4,547 3,088 3,297 3,305 4,307
All other markets . .......... == 15.410 15.608 12253  10.846 == 13,565
Totalexports . ............ === 19,069 20,155 15,341 14,143 === 17,872
Total shipments .......... b 7 7 g 7.7
Ratios and shares (perceny)
Capacity utilization . ........... 40.8 49.6 525 52.1 47.0 50.8 53.6
Inventories to production . . ....... == == == 10.6 10.9 10.9 7.0
Inventories to total ship-
MeNtS . .. ... ..ouuennnnn.. == b === 10.5 10.4 11.3 7.0
Share of total quaxmty of
shipments:
Home market . .............. == 28.5 28.5 28.8 29.0 b 35.7
Exports to—
The United States . . .. ....... === 13.7 16.1 14.3 16.6 b 15.5
Allothermarkets ........... === 57.8 55.3 56.8 54.5 == 48.8

Note.—Capacity utilization and inventory ratios are calculated from data of firms providing both numerator and

denominator information.

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

Reporting ﬁrins noted several occurrences affecting stainless steel bar production during the period examined.

Villares noted that ===, ===

. By contrast, Eletrometal reported **=.

Export markets for these firms included such countries as Taiwan, Syria, Iran, Canada, Australia, the European

Union, and other Latin American countries.
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The Indian Industry

The petition named five firms as producing stainless steel bar in India. Two of these firms
were represented by counsel; however, the Commission .received data from only one firm, Mukand,
Ltd. (Mukand), which is believed to be the largest stainless steel bar manufacturer in India.” Based
on official U.S. import statistics, Mukand accounted for *** percent, by volume of U.S. imports of
stainless steel bar from India in 1992.

Mukand’s production of stainless steel bar ***, by *** percent, between 1990 and 1991, ***
by *** percent in 1992, and is expected to *** in 1993 (table 16). Capacity *** during the penod
examined; as a result, capacity utilization levels *** because of the ***. Exports to the United
States *** between 1990 and 1992 from a *** initial level. Such exports are projected to *** in
1993. As a share of total shipments, exports to the United States *** from *** percent in 1990 to -

.*%% percent in 1993.- * :

Table 16
Stainless steel bar: India’s capacity, production, inventories, capacity utlhzatxon and shipments,
1990-92, Jan.-Sept. 1992, Jan.-Sept. 1993, and projected 1993-94

* * x = = % =

Mukand also reported data on its production of hot-rolled and cold-formed stainless steel bar:
those data are presented in appendix F.

Mukand reported that stainless steel bar makes up approximately *** percent of its total
production. It reported that, along with stainless steel bars, it ***. This plant is ***,

Other than to the United States, Mukand exports stainless steel bar to ***. It sells to the -
United States primarily through one firm, ***. :

The Italian Industry

The petition listed three firms as producing stainless steel bar in Italy. All three firms were
represented by counsel; however, to date the Commission has received data from only one firm,
Acciaierie Valbruna, S.r.1. (Valbruna), with production facilities located in Vicenza, Italy. Based on
official U.S. import statistics, data provided by Valbruna make up *** percent, by volume, of
exports of stainless steel bar from Italy to the United States in 1992."

. Valbruna’s production of stainless steel bar *** between 1990 and 1991 and *** in 1992
(table 17)." Such production is expected to ***, however, in 1993. Utilization levels were ***
throughout the period examined, but did *** durmg the first 9 months of 1993, when compared with
the corresponding 1992 period. Exports to the United States *** between 1990 and 1992, but ***
when the 9-month interim periods are compared. Valbruna projects that 1993 exports to the U.S.
market will ***. As a share of total shipments, exports to the United States *** in the first 3 years

™ An additional firm named in the petition, ISIBARS, Ltd., was also represented by counsel, but, to date,
no data have been provided by that firm.
" Data provided by Valbruna on its exports, capacity, production, etc., of hot-rolled and cold-formed
stainless steel bar are provided in app. F.
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of the period examined, but are expected to *** in full-year 1993 and in 1994. In general, Valbruna
expects ***,

Table 17

Stainless steel bar: Italy’s capacity, production, inventories, capacity utilization, and shipments,
1990-92, Jan.-Sept. 1992, Jan.-Sept. 1993, and projected 1993-94

= = = = = = ®

Valbruna produces a wide variety of stainless steel products, with bar accounting for ***
percent of total production. Valbruna exports stainless steel bar worldwide, including ***.

The Japahese Indusiry

The petition listed five Japanese manufacturers of stainless steel bar. Four of these firms, in
addition to four other firms not named in the petition, were represented by counsel.™ All eight firms
provided information on the industry in response to the Commission’s questionnaire. These data are
presented in table 18.

Reported Japanese exports to the United States, accounting for 94 percent of 1992 exports of
stainless steel bar from Japan to the United States (according to official U.S. import statistics),
dropped from approximately 15,000 tons in 1990 to 13,630 tons in 1991 and stayed virtually
constant in 1992. Such exports are expected to increase slightly, however, by 3 percent, in 1993.
Japanese production of stainless steel bar dropped substantially between 1990 and 1992, with the
1992 level 20 percent below that of 1990. Capacity remained constant throughout the period
examined; thus, utilization levels, although remaining quite high, fell steadily.

As a share of total shipments, exports to the United States increased marginally between 1990
and 1992. The share of total shipments accounted for by exports to third countries also rose slightly
during the period examined. Shipments were heavily concentrated in the Japanese home market
throughout the period.

Of the eight reporting producers, three (Abe Bright Shaft Manufacturing Co., Ltd. (Abe
Bright); Kansai Metal Industry Co., Ltd. (Kansai); and Yamashin Steel Co., Inc. (Yamashin)) were
cold-finishers; that is, their production activities were limited to purchasing the hot-rolied product
and to performing finishing operations in their mills. The remaining five firms were "integrated”
producers in that they produced both hot-rolled and cold-formed stainless steel bar.”

For the integrated producers, stainless steel bar represented a fairly insignificant part of their
product line.™ Integrated producers tended to report two-shift operations, whereas cold-finishers
operated their facilities only one shift. Alternative export markets were concentrated heavily in East
Asia.

» There is no indication on the record that Sumitomo Metal Industries, Ltd. (Sumitomo), the fifth firm
named in the petition, is a significant producer of stainless steel bar.
7 Data from all eight producers respecting their operations producing hot-rolled and cold-formed stainless
steel bar are presented in sppendix F.
™ Except for ***, cold-finishers considered stainless steel bar a major part of their product line; ***,
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Table 18
Stainiess steel bar: Japan’s capacity, production, inventories, capactty utilization, and shipments, 1990-92, Jan.-Sept.
1992, Jan.-Sept. 1993, and projected-1993-94

: lan.-Sept,— " Projected
Item 1990 1991 1992 1992 1993 1993 1994
Quantity (short fons)
Capacity . . .......... v 185,550 185,550 185,550 139,180 139,180 185,550 185,550
Production ................. 204,430 194,870 163,620 120,590 127,980 167,810 172,140
End-of-period mventorm Seeeeeee. 9400 10,790 9,540 10,000 10,110 - 9,850 10,070
" Shipments: ' ' » ' . : ’ e
Home market . .............. 164,380 159,100 127,400 94,780 97,180 129,650 134,850
Exports to—- - ‘
The United States . .......... 14,840 13,630 13,660 10,140 11,580 14,070 12,530
All other markets . ....... .. 22,830 20,170 3,5& 16,320 18,460 3,53Q 24,330
Totalexports . ............ 37670 33800 37220 26460 30,040 37.600  36.860
Total shipments . ......... Q 050 192900 Qg,ng 121,240 127,220 1§ 250 171710
Ratios and shares (percent)
Capacity utilization ............ 110.2 105.0 88.2 86.6 920 90.4 92.8
Inventories to production . .. ... ... 45 5.5 5.8 6.2 59 59 5.8
Inventories to total ship- o
ments . .................. 45 56 5.8 6.2 6.0 59 59
Share of total quantity of
shipments:
Homemarket .. ............. 81.4 82.5 77.4 78.2 76.4 7.5 78.5
Exports to—
The United States . . ... ...... 7.3 7.1 8.3 8.4 9.1 8.4 73
All other markets . .......... 11.3 10.5 14.3 13.5 145 14.1 14.2

Note.—Capacity utilization and inventory ratios are calculated from data of firms providing both numerator and
denominator information.

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

1145



The Spanish Industry

The industry in Spain is made up of two producers: Acenor, S.A. (Acenor), located in

Bilbao, and Roldan, S.A. (Roldan), headquartered in Madrid. Through their counsel, both firms
supplied information to the Commission on stainless steel bar as a whole and on the separate
categories of hot-rolled and cold-formed stainless steel bar.” Information on Roldan was also
obtained through the American Embassy in Madrid. Data supplied by these firms, based on official
U.S. import statistics, accounted for *** percent of 1992 exports to the United States of stainless

steel bar.
' Acenor and Roldan reported *** in production of stainless steel bar between 1990 and 1992,
yet production is expected to *** in 1993 (table 19). Capacity *** in 1992, before *** when the - -
- interim periods are compared. Capacity utilization *** in 1991, before *** in 1992. The share of

~ exports to the United States in total shipments *** from 1990 to 1992, and is expected to ***.in
1993.

Table 19
Stainless steel bar: Spain’s capacity, production, inventories, capacity utilization, and shipments,
1990-92, Jan.-Sept. 1992, Jan.-Sept. 1993, and projected 1993-94

= = ’ = = = = =

Roldan, accounting for *** percent of all exports of stainless steel bar to the United States in
1993, was incorporated in 1957. Its main production facility in Ponferrada, Leon Province, operates
***_ Its main shareholder is ***. Other than stainless steel bar, it produces rod, wire, and angles;
stainless steel bar accounts for approximately *** percent of its total production. It noted in its
questionnaire response that ***  Excluding the United States, its exports are limited to %%,

Acenor, the smaller producer, is a public company controlled by the Spanish Government.®
It is much less specialized in stainless steel bar production than Roldan, with the subject merchandise
accounting for only *** percent of its total production. Its bar-producing plant, located in Larrondo,
operates ***.®

CONSIDERATION OF THE CAUSAL RELATIONSHIP BETWEEN IMPORTS OF THE
SUBJECT MERCHANDISE AND THE ALLEGED MATERIAL INJURY

U.S. Imports
Imports of stainless steel bar subject to these investigations are provided for under
subheadings 7222.10.00, 7222.20.00, and 7222.30.00 of the HTS. HTS subheading 7222.10.00
provides for stainless steel bars not further worked than hot-drawn, hot-rolled, or extruded.
Similarly, subheading 7222.20.00 provides for stainless steel bars not further worked than cold-
formed or cold-finished. The residual subheading, 7222.30.00, provides for "other bars and rods;"
for example, bars that have been further worked than cold-formed or cold-finished.

™ Data on these latter products are presented in app. F.
® The American Embassy in Madrid noted that ***,
* Acenor noted that ***.
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Of the 107 importers that received questionnaires, 76 responded, 45 of which provided
usable data on imports and shipments of those imports. Based on official import statistics for
stainless steel bar, responding firms accounted for 87 percent, by quantity, of imports from the five
subject countries in 1992. Because the HTS subheadings are precise, data in this section regarding
the quantity and value of U.S. imports of stainless steel bar are based on Commerce statistics. Data
based on responses to Commission questionnaires are presented in appendix G. Data on U.S.
imports of hot-rolled and cold-formed stainless steel bar are presented alternatively in appendix C
(based on official U.S. import statistics) and in appendix G (based on questionnaire responses).”

There were no reported imports of stainless steel bar from subject sources by U.S. producers
during the period examined. One U.S. producer, Al Tech (a member of the petitioning group),
reported ***.° Another petitioner, Talley, which has a wholly-owned subsidiary, Amcan Specxalty
Steels, Inc., Herrmtage PA, that ***, did not ***. Talley, however, did not ***.

- Imports of stainless steel bar from the subject countries showed an overall increase durmg the
period examined, with most of the increase occurring between 1990 and 1991 (table 20). In value
terms, however, such imports declined in 1992 while tonnages were still increasing slightly. As a
result, unit values of imports from subject sources dropped by 11 percent between 1991 and 1992.
Of the five countries subject to investigation, all but Japan showed marked increases in import value
over the 1990-92 period, and all sources (including Japan) demonstrated increases in tonnages during
that period. When the interim 1992 and 1993 periods are compared, all sources show notable
increases in both quantity and value of imports. Unit values continued to decline in January-
September 1993, when compared with the corresponding period of 1992,

U.S. Market Penetration by Imports

For purposes of this report, data on market penetration by imports are measured alternatively
with regard to total shipments by U.S. producers, whether such shipments are sold on the merchant
market or are internally transferred, and total open-market shipments by U.S. producers. Because
the Commission received usable data from all the major known U.S. producers of stainless steel bar,
data presented here on U.S. shipments are based on responses to Commission questionnaires. The
Commission, however, received incomplete data on U.S. shipments of imports from responses to
importer questionnaires.® Accordingly, data on the penetration of the U.S. market by imports of
stainless steel bar are based both on data provided in response to Commission questionnaires and on
official U.S. import statistics.*-

* Data in appendix C on imports of hot-rolled stainless steel bar are limited to imports under HTS
subheading 7222.10.00, and data on imports of cold-formed stainiess steel bar are limited to imports under
HTS subheading 7222. 20.00. Data exclude imports under HTS subheading 7222.30.00 because the extent to
wl'uch this subheading includes merchandise not subject to investigation is unknown. _

A] Tech also *+*,
“ See section of the report entitied "U.S. Importers™ for an enumeration of significant nonresponding
importers from the subject countries.

* Market penetration data for hot-rolled and cold-formed stainless steel bar (on both a total- and open-
market basis) are presented in appendix C.
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Table 20

Stainless steel bar: U.S. imports, by sources, 1990-92, Jan.-Sept. 1992, and Jan.-Sept. 1993

: Jan.-Sept.—
Source 1950 1991 1992 1992 1993
Quantity (skort rons)
Brazil .. .................. 2,493 3,334 4,209 2,985 3,888
India ..................... 1,084 1,402 2,186 1,371 3,532
Italy ... ...... ... .. ..., 1,066 2,831 2,351 1,174 4,242
“Japan ... 12,846 15,621 - 14,511 10,482 11,601
Spain . ........... . . . ... ... 3.951 5.626 5.645 4,046 ~ 5.380
Subtotal ................. 21,441 28,814 28,901 20,058 28,643
Othersources . .. ............. 14,341 16,196 17,818 12.666 15,671
Total . ... ............... 35.782 45.010 46.719 32,725 44314
Value (1,000 dollars)
Brazil .................... 6,780 8,529 9,697 7,105 7,915
India ..................... 3,024 3,607 5,220 3,294 7,628
Italy .......... ... ... ...... 2,968 8,942 6,110 3,259 10,689
Japan . .. ..., 40,560 44 811 37,791 27,581 29,953
Spain . . ... [ 11,811 15.844 13,939 9 995 13.034
Subtotal .. ............... 65,143 81,734 72,756 51,233 69,219
Othersources . .. ............. 42,650 48.935 49,309 35.668 38.117
Total .. ................. 107,793 130,669 122,065 86.902 107.336
Unit value (per short ton)

Brazil .................... $2,720 $2,558 $2,304 $2,380 $2,036
India . .................... 2,789 2,574 2,388 2,403 2,159
Italy ... ... .. . .. 2,784 3,159 2,599 2,775 2,520
Japan . .. ... .. ... ... 3,157 2,869 2,604 2,631 2,582
Spain . ... ... 2,989 2.816 2,469 2,470 2,423
~Average .. ............... 3038° 2,837 2,517 2,554 2,417
Othersources . . .............. 2.974 3,021 2,767 2.816 2.432
Average . . ... ............ 3,012 2,903 2,613 2,656 2,422

Note.—Because of rounding, figures may not add to the totals shown; unit values are calculated from

unrounded figures.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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The penetration of the U.S. market for stainless steel bar by imports of such products from
the five subject countries, in terms of quantity, increased by 2.6 percentage points in 1991 over its
1990 level, before leveling off in 1992, ending up at 16.0 percent of the market (table 21). The
market share of total imports, by contrast, increased consistently from 1990 to 1992." All five
countries increased their share from 1990 to 1992, although Japan and Italy lost market share in
1992 from their 1991 levels. India consistently held the smallest share of the market during the 3-
year period. Subject imports’ market share increased again when the interim January-September
periods are compared, with only Japan losing ground.

When viewed in terms of the merchant market only, market penetration by the subject
imports increased overall, both in terms of quantity and value, yet, in value terms, subject imports
lost market share in 1992 when compared with 1991 (table 22). This loss in market share, however
was not captured by U.S. producers; rather, nonsubject imports registered the gain. Wheri the

interim January-September periods are compared, U.S. producers resumed losing market share, -
yielding 3'%4 points, with subject imports gaining nearly 4 percentage points. Trends in market
shares of individual subject sources were similar to those exhibited when the entire U.S. market is
examined.

’

Prices

Six of 8 U.S. producers and 2 of 33 importers responding to the Commission’s
questionnaires reported that they publish price lists.* Four of the 6 producers that use price lists
reported that list prices are generally followed and that discounts are not typically made from the list
price, although deviations from list price have increased in the past few years. The other producers
reported that price lists are ineffective because prices are frequently changing because of increased
competition from importers.

Sales terms vary from company to company. Most U.S. producers offer selling terms of a
1/2-percent discount if paid in 10 days and the balance due in 30 days, whereas importers’ terms of
sale are generally net 30 days. Producers’ reported lead times were generally 1 to 3 months for
orders from the mill. Importers’ reported lead times for shipments from abroad were as follows: 6
months for shipments from Brazil, 4 to 6 months from India, 3 to 5 months from Italy, 5t0 6
months from Japan, and 4 months from Spain.”

* The Commission received 11 producer questionnaire responses and 45 importer responses; however, not
all of these firms provided information on price-related questions. In particular, those importers who did not
import from subject countries or imported for their own end use were not required to complete this section of
the 'guestionnaire.

Mill depots, as discussed earlier in the "Channels of Distribution” section of this report, provide same-
day or next-day delivery of imported stainless steel bar to service centers. Mill depots, which ialize in
small orders and quick deliveries, generally charge higher prices to service centers than those of importers.
According to ***, a service center, several years ago mill depots generally charged a higher price than
domestic mills, although prices have gotten closer to those offered by domestic mills in the past 3 to 4 years.
Staff conversation with ***,
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Table 21

Stainless steel bar: Apparent U.S. consumption and market penetration, 1990-92, Jan.-Sept. 1992,

and Jan.-Sept. 1993

Jan -Sept.—

Item 1990 1991 1992 1992 1993
Quantity (short tons)
Apparent consumption . ... ...... 160.487 180,221 180,258 134216 156,11
Value (7,000 dollars)
Apparent consumption . ......... 507 ___ 558,482 431
Share of the quantity of U.S. consumption
(percent}
Producers’ U.S. shipments . . . ... .. 77.7 75.0 74.1 75.6 71.6
U.S. imports from—
Brazil ................... 1.6 1.8 23 2.2 2.5
India .................... 7 .8 1.2 1.0 23
‘Italy .. v 1.6 1.3 BY 2.7
Japan . .. ... ..o L 8.0 8.7 8.1 7.8 7.4
Spain . ................... 2.5 3.1 3.1 3.0 34
Subtotal . ................ 13.4 16.0 16.0 14.9 18.3
Cthersources . .. ............ 89 9.0 8598 9.4 10.0
Total .. ................. 22.3 250 25.9 244 28.4
~ Share of the value of U.S. consumption
(percent}
Producers’ U.S. shipments . . ... ... 80.4 78.5 78.1 79.9 76.3
U.S. imports from—
Brazil ................... 1.2 1.4 1.7 1.6 1.7
India .................... .5 .6 9 8 1.7
SIaly oLl e 5 1.5 1.1 .8 2.4
CJapan ... ... 7.4 7.4 6.8 6.4 6.6
Spain . ................... 2.1 2.6 2.5 2.3 29
Subtotal . ................ 11.8 13.4 13.0 11.9 15.3
Othersources . . ............. 7.7 8.1 8.8 8.3 8.4
Total .. ... .............. 19.6 215 21.9 20.1 23.7

Note.--Because of rounding, figures may not add to the totals shown; shares are computed from the

unrounded figures.

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

Commission and from official statistics of the U.S. Department of Commerce.
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Table 22
Stainless steel bar:: Apparent U.S. open-market consumption and market penetration, 1990-92,
Jan.-Sept. 1992, and Jan.-Sept. 1993

= = = = = = =

Almost all of the U.S. producers reported that they sell stainless steel bars nationwide.®
Slightly less than half of the importers reported selling on a nationwide basis.® U.S. producers and
importers indicated that they generally sell stainless steel bars on an f.0.b. basis.

Most U.S. producers and importers reported that U.S. freight costs were not an important
sourcing consideration for purchasers. Reported .charges ranged from 1 to 5 percent of the delivered
price of stainless steel bars. All of the responding producers reported that they generally arrange the
‘U.S. transportanon to their customers; the majority of importers indicated that the purchaser generally
arranges transportation. :

Quality Considerations -

In response to the Commission’s questionnaire, all but one of the responding U.S. producers
reported that U.S.-produced stainless steel bars and those imported from the five subject countries
were used interchangeably and that quality differences between U.S.-produced and imported bars were
not a significant factor in their firms’ sales of these products.  One U.S. producer reported that
imports from Brazil and India were of "generally inferior quality and extremely poor delivery
performance.” Another reported that "the 303 grade from India is not that well accepted, but has
.. influenced the pricing.”

Importers were asked the same questions as U.S. producers about interchangeability and
quality differences. The discussion that follows is based on responses to these questions by firms that
indicated that they either imported or purchased stainless steel bar from a particular subject country.
The majority of responding firms reported that imports of stainless steel bar from Brazil, India, Italy,
and Spain were used interchangeably with U.S.-produced products.® Conversely, only about one-
third of the 18 companies that imported or purchased Japanese product reported that the product was
used interchangeably with the U.S. product.

Regarding quality differences, the majority of importers and/or purchasers of imports from
Brazil, India,; and Spain reported that quality differences between imported and U.S.-produced
stainless steel bar were not a significant factor in their firm’s sales of the imported product.” Four of
7 importers -and/or purchasers of the Italian product and 11 of 16 importers and/or purchasers of the

-Japanese product, however, reported that quality differences were a significant factor in their sales.

8 s h

® In contrast with U.S. producers, importers generally reported selling a higher proportion of their imported
stamless steel bars to customers located less than 100 miles from their U.S. selling locations.

% Specifically, 4 of 4 companies responding with respect to Brazil, 8 of 11 responding with respect to India,

6 of 8 responding with respect to Italy, and 3 of 4 responding with respect to Spain reported that these imports
were used interchangeably with U.S.-produced products.

* Specifically, 3 of 3 firms responding with respect to Brazil, 6 of 10 responding with respect to India, and
4 of 4 responding with respect to Spain reported that quality differences between imported and domestic
products were not a significant difference in their firm’s sales of the imported product.
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The Commission received a number of comments from importers concerning quality and other
differences between U.S.-produced stainless steel bar and the subject imports. Comments concerning
bar from Brazil include: specifications not always met, inferior quality, and late deliveries.”
Importers also cited quality and other disadvantages of bar from India, including the following: lesser
quality, type 303 is low sulphur and cannot be interchanged with domestic T303, which has high
sulphur levels; cannot be used in all industrial applications; poor machinability and surface finish;
irregular length of material; inconsistent quality between different mills in India; resulphurized grades
do not always meet order specifications; and late deliveries. Responding importers did not comment
~ on quality differences between imports from Spain and domestic products.

Importers of stainless steel bar from Italy reported several differences between U.S.-produced
and imported bar from Italy. *** reported, "the duplex steels, i.e., f51, 918, Zeron 100 and 2507

- which are imported under the 7222 numbers are not interchangeable as there is nothing made in the |

US which compares”, and also, "*** and from the interest shown in it by our customers, and from
our own experience, the quality is indeed very high.” We also import large diameter (to 20 inch)
which, we believe, is not readily available from domestic producers since Armco shut down.”
According to ***, its imports of *** in Italy provide improved machinability compared with U.S.-
produced bar and with other imports. Finally, *** reported that its customers preferred the quality of
its imports from *** over the domestic product because they can obtain better finishing results.

Importers of the Japanese product cited its many quality advantages. Comments on the quality
differences and interchangeability between U.S. and Japanese bar include: higher quality and finish,
consistent quality, which reduces operational cost and amount of scrapping; excellent size tolerance;
good machinability and plateability; unique magnetic properties and chemical composition not available
from U.S. producers; and superior delivery performance. In particular, importers cited advantages of
imports from Japan of hexagonal bar, square bar, and pump shaft round bar.” Disadvantages of the
Japanese product cited by importers include high prices, long lead times, and resulphurized grades of
stainless round bars that do not always meet elevated sulphur levels.

Questionnaire Price Data

The Commission requested U.S. producers and importers to provide quarterly price data
between January 1990 and September 1993 for the following six products:

i 7 #*+ reported 1hat dxsadvan(ages of lmports from Brazil include "only 25 percent of T304 round bar meets

all ASTM-AMS-QQS specifications required.” Also, "Resulphurized grades of stainless round bar requiring
elevated sulphur levels do not always meet specifications. Deliveries 2-3 months late."

® Specific comments from importers’ questionnaires include: "Not many U.S. manufacturers manufacture

TP630 standard size, half round bar, nor have capability for producing quality pump shaft round bar, hex, or
square bar;” “Pump shaft quality bars: *** has a long standing quality reputation for its straightness,
roundness and low defect percentage, and many users specify *** brand. *** produces both 416 and 316
pump shaft quality whereas Nortec, a major domestic competitor produces only T416. Boat shaft quality bars:
since Armco discontinued production, Crucible basically is the only domestic producer and their production
capability is limited in both grade and size;" "Due to quality differences of Japanese cold drawn finished
stainless steel hexagonsal bar which constitute an advantage to our firm are seam free, free from internal and
surface defects and excellent machinability;” "The finish on surface and the squareness of comers are better on
squares and hexes from Italy and Japan than are available on U.S. made product that we know of,” "Many
alloys we handle from Japan (i.e., the specialty grades-309, 310, 321, 347-Cond B rounds and hexes are not
readily available in U.S."
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PRODUCT I: Stainless steel bar, grade AISI 304, 4 inches in diameter, hot-rolled, rough-
turned, annealed, of round shape

PRODUCT 2: Stainless steel bar, grade AISI 304, 1 inch in diameter, smooth-turned,
annealed, of round shape :

PRODUCT 3: Stainless steel bar, grade AISI 316, 1/2 inch in diameter, smooth-turned or
cold-drawn, annealed, of round shape .

PROD 4 Stainless steel bar, grade AISI 303, 3/4 inch in dxameter cold-drawn
annealed, of hexagonal shape :

PRODUCT 5: Stainless steel bar, grade AISI 304, 1/2 inch in diameter, smooth-tumed or
: . cold-drawn annealed of round shape '

PRODUCT 6: Stainless steel bar; grade AISI 304, 1 inch wide, 2 inches thick, hot-rolled,
annealed, pickled (and flat shape)

The price data were requested on an f.0.b. and delivered basis for each responding firm’s
largest sale and total quarterly sales to end users and distributors/service centers. The vast majority of
pricing reported was for sales to distributors. Quarterly weighted-average f.o.b. prices for sales to
distributors of the specified products are shown in tables 23-28 and in figures 1-3.

Table 23
Weighted-average net f.0.b. prices for sales to distributors of product 1 reported by U.S. producers
and importers, and margins of underselling (overselling), by quarters, Jan. 1990-Sept. 1993

= = = = = . = =
Price Trends

U.S. producer prices of the six products for which data were collected declined by 3 to 24
percent during January 1990-September 1993. Subject import prices generally declined by a greater
percentage than U.S. producer prices during the period for which data were collected. Trends are
discussed only for those countries and products for which there were more than three sales during
January 1990-September 1993.

For product 1, U.S. producer and Japanese import prices declined by approximately the same
_percentages, *** percent, respectively. U.S. prices of product 2 declined by *** percent, whereas
- prices of Brazilian, Indian, Japanese, and Spanish imports declined by *** percent. U.S. producer
prices of product 3 fell by *** percent, and prices of imports from Brazil and Spain declined by ***
percent, respectively. Indian prices, reported only for 1991-93, *** during this period. U.S.
producer prices and Japanese import prices of product 4 both fell by approximately *** percent during
the period for which data were collected. For product 5, U.S. producer prices fell by *** percent,
whereas prices of Brazilian, Indian, Japanese, and Spanish imports fell by *** percent, respectively.
Finally, U.S., Brazilian, and Japanese prices of product 6 fell by *** percent, respectively. Italian
imports of product 6 were present only during January 1992-September 1993 and fell by *** percent
during this time period.
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Tabie 24

Weighted-average net f.0.b. prices for sales to distributors of product 2' reported by U.S. producers and importers,
and margins of underselling (overselling), by quarters, Jan. 1990-Sept. 1993

United States ____ Brazil India
Period Price Quantity___ Price Quantity  Margin Price Quantity  Margin
Per Per Per
short Short short Short. short Short
990 ton tons ton tons Percent ton tons Percent
1990:
Jan.-Mar . .. $2,731 57 gxEx ®ER p— N - I
Apr.-June .. 2,807 a1 =xx | om== *%x g pepa— o
July-Sept . .. 2,800 102 b wk% s =% xxX wx%
QOct.-Dec . 2,952 61 =xx x%% e s=s - sx2
1991:

. Jan.-Mar . . . '2,9.38 90 xEE =xx % ek 2% wEx
Apr.Juné " . 2,889 40 Exx xxx xxx % k&% T
July-Sept . .. 2,784 53 wEx *xx b xx xxx ok
Oct.-Dec . . 2,801 50 %= L2324 =sx A, xxx .

1992: ,
Jan.-Mar . . . 2,760 79 ==%= =% P32 4 % T YT
Apr.-June .. 2,672 60 k% =2 *xx s . -
July-Sept ... 2,714 63 e =xX E L1 e P %%
Oct.-Dec . .. 2.529 67 %% s % wxx wx% sxx
1993:
Jan.-Mar . . . 2,521 77 Bxx x%g =xx . . sxx
Apr.-June . 2,611 88 i =% 2 wx% =% ko
July-Sept . .. 2,640 57 i £xx sxs - T, xx
Laly Japan Spain
Price Quantity Margin_ Price Quantity Margin ___ Price uantity Margin
Per Per Per
short Short short Short short Short
won tons Percent ton tons Percent on ons Percent
1991(:1}1.-Mar ... pEe= == i $2,947 5 (7.9) grx= pRpnpn £xx
Apr.-June . . sxx — — 2,899 14 0.3 Exx xxx% L oEwx
July-Sept s 2XZ === E 2 2 2,575 26 8.l =% b2 3 3 XX
Oct.-Dec . . . = i Exx 2,686 17 9.0 £xx xxx xxx
o Mar wex axe wes 2,569 33 12.5 sxe wax
. Apr.-June | . === b Exx 2,628 30 9.0 wxx xxx P
Jixly-Sept . Bxx . owEE *xx 2,705 17 2.8 Xk xEx -
Oct.-Dec . . . wEx £ wEx 2,506 11 10.6 Exk xxx %X
1992:
Jan.-Mar . .. wEE xx e 2,560 10 7.2 wxx R i
Apr.-June . . k% wxx sxx 2,409 20 9.8 %% rxx %
July-Sept . *EE Exx *x 2,476 8 8.8 wxx wak k%
Oct.-Dec . s e *xx 2,122 4 16.1 *kx xxx *xx
1993:
Jan.-Mar . . . www = bl 2,303 16 8.6 wx% wE® ===
Apr.-June . . o *Ex i 2,312 17 11.4 wxx k% xx
July-Sept . . e = xx 2,207 29 16.4 xxx xx xxx

' Stainless steel bar, grade AISI 304, 1 inch in diameter, smooth-turned, annealed, of round shape.

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.
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Table 25

Weighted-average net f.0.b. prices for sales to

and margins of underselling (overselling), by quarters, Jan. 1990-Sept. 1993?

distributors of product 3' reported by U.S. producers and importers,

ni ‘Brazil India ;
Period Price Quantity _ Price Quantity  Margin Price Quantity  Margin
Per _ _ Per Per
short Short short Short . short Short
» ton tons ton tons Percent ton tons Percent
I99.108.!'1.-le1‘ ... $3,772 6 grxx %% =% gEEx xxs ks
Apr.-June .. 3,590 21 %% xxk % % s I
July-Sept . 3,435 26 xx X% xnx - xx xx
Oct.-Dec . 3,597 24 xkx Exx Exx % wxx .
1991: ‘
. Jan._Mar . 3,618 25 .*#t XXX E 2 3 xEX E 2 3+ I ?8*-
Apr..]uné .. 3,500 - 27 T xxx wx xxx xxx kx
July-Sept . . . 3,497 36 cEEx wEx CxEE xxx ke k%
Oct.-Déc . .. 3,407 8 xxx xex s ax s ces
1992:
Jan.-Mar . .. 3,565 20 xxx xxx *xx o~ — xxx
Apr.-June .. 3,456 21 *xx xxx xxx wxx - xxx
July-Sept . .. 3,578 13 =xx T xxx wxx — xx
Oct.-Dec . . . 3,183 15 % sx% wx% sxx - o
1993:
Jan.-Mar . . . 3,092 26 Rxx x%x% *EX EE 23 %% .
Apr.-June .. 2,985 8 xxx xxx X% wxx *xx - P
July-Sept . .. 20919 27 xx wx* k% % wxx -
Japan Spain
Price Quantity Margin Price Quantity Margin
Per Per )
short Short short Short
ton tons Percent ton tons Percent
1990:
Jan.-Mar . .. §¥=* wE% %%  Fadadd XX .
Apr.-June . . b i *xx xxx - xx
July-Sept . . . i wxx %% | oxEx xxx %%
Oct.-Dec . . . &% xkx %% g xxx %%
1991: ‘
Jan.-Mar . . . *xx ®Ex ®xk xxx - T
Apr.-June .. wxx *xk *xx xxx xxx xxx
July-Sept . . . *xX ®xK *xk X% *xx -
‘ Oct.-Dec ... *¥* | mmx xxx *xx rax -
- 1992: o o
Jan.-Mar . .. b *xk *xx xx% wxx _—
Apr.-June .. wEx X% % %% - -
July-Sept . . . X xxx *xx %% xxx I
QOct.-Dec . .. *xx *xx X% Ex% prpen %
1993: _
Jan.-Mar . . . e ®xx xxx - - —_—
Apr.-June . . b k% *kk xxx% % e
July-Sept . . wEX *kk *xX *k% xE¥ .

' Stainless steel bar, grade AISI 316, 1/2 inch in diameter, smooth-turned or cold-drawn, annealed, of round

sha?e.

No sales of imports from Italy were reported for product 3.

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.
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Table 26

Weighted-average net f.0.b. prices for sales to dnstnbutors of product 4' reported by U.S. producers and. importers,
and margins of underselling (overselling), by quarters, Jan. 1990-Sept. 1993*

United States _ Brazil India
Period Price Quantj i Margin Pri Margin
- Per _ Per Per
short Short short Short short Short
1990: ton tons ton tons Percent ton tons Percent
Jan ‘Maf “’124 30 sttl 224 s== sttt === =
Apr.-June .. 3,958 45 sss s === T = sss
July-Sept .. 3’942 45 L £ 14 =% === == === t 3 £
Oct.-DeC ... 4,056 29 ss= sSRE === L 2 1 =xx ==
1991: '
]an.'Mat .. 3,944 32 === Lt 3 4 R === L2 1 4 =22
'Apr._lune .. 3’968 32 ) XX =2 tt'*_ ) XX 8*‘* . XX
July-Sept . 3,835 44 . i sE% == === =ax ===
oct..Dw .. 3’830 19 Lt 2 4 BREK . 2% =8 = ===
1992: .
Jan._Mar ... 3’857 35 === === === X =% S
Apr..June .. 3’673 33 b 3 1 3 === === 1 1] =x= =222
J“IY’SWt . 3’777 42 sEX g 3 =% =% L 1 =%
Oct.-Dec ... 3’762 28 L 2 1 4 =2 === === L 2 3 4 =X
1993:
]an..Mar .. 3,529 50 =5 === === L 2 2 EE 2 ===
Apr._June .. 3'614 41 === === === sEX == =%
July-Sept L. 3 458 28 = x s 2 sax 2
lapan Spain
Price =~ Quantity Margin Price Quantity Margin
Per Per
short Short short Short
ton tons Percent ton tons Percent
1990:
Jan.'Maf o sttt === === sttt ==X ===
Apr..June . === === L 2 3 3 =52 === ===
July_sept L. == === s== === === ==
OCt.-DeC .. === L 2 1 E 3 33 === === ==
1991
Jan._Mar L. == === === =% _REX b2 3 3
Apr'_June .. . EEF === === XX BEX 3 3 3
July-sept . tt.‘ === === E 2 14 E 2 3 4 b2 44
Oct.;-De_c N === t?t === =% L 3 3] b2 1 3
1992: ,
Jan.-Mar L. TEEE 2 RE=x =x%x =x=<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>