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PART I 

DETERMINATIONS AND VIEWS OF THE COMMISSION 
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UNITED STATES INTERNATIONAL TRADE COMMISSION 

Investigations Nos. 701-TA-355 and 731-TA-660 (Final) 

GRAIN-ORIENTED SILICON ELECTRICAL STEEL FROM ITALY AND JAPAN 

Determination 

On the basis of the record1 developed in the subject investigations, the Commission 
determines,2 pursuant to section 705(b) of the Tariff Act of 1930 (19 U.S.C. § 1671d(b)) (the 
Act), that an industry in the United States is materially injured by reason of imports from Italy 
of grain-oriented silicon electrical steel, provided for in subheadings 7225.10.00, 7226.10.10, 
and 7226.10.50 of the Harmonized Tariff Schedule of the United States, that have been found 
by the Department of Commerce to be subsidized by the Government of Italy. The Commission 
further determines,3 pursuant to section 735(b) of the Act (19 U.S.C. § 1673d(b)), that an 
industry in the United States is materially injured by reason of imports from Japan of grain
oriented silicon electrical steel that have been found by the Department of Commerce to be sold 
in the United States at less than fair value (LTFV). 

Background 

The Commission instituted these investigations effective January 28, 1994, following a 
preliminary determination by the Department of Commerce that imports of grain-oriented silicon 
electrical steel from Italy were being subsidized within the meaning of section 703(b) of the Act 
(19 U.S.C. § 1671b(b)) and that imports of grain-oriented silicon electrical steel from Japan 
were being sold at LTFV within the meaning of section 733(b) of the Act (19 U.S.C. 
§ 1673b(b)). Notice of the institution of the Commission's investigations and of a public hearing 
to be held in connection therewith was given by posting copies of the notice in 
the Office of the Secretary, U.S. International Trade Commission, Washington, DC, and by 
publishing the notice in the Federal Register of February 23, 1994 (59 F .R. 8658). The hearing 
was held in Washington, DC, on April 12, 1994, and all persons who requested the opportunity 
were permitted to appear in person or by counsel. 

1 The record is defined in sec. 207.2(f) of the Commission's Rules of Practice and Procedure (19 
CFR § 207 .2(f)). 

2 Commissioner Crawford dissenting; Vice Chairman Watson not participating and Commissioner 
Bra~ not participating in the determination in this investigation. 

Com.missioner Bragg not participating in the determination in this investigation. 
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VIEWS OF THE COMMISSION 

Based on the record in these final investigations, we determine that the industry in the 
United States producing grain-oriented silicon electrical steel ("grain-oriented steel") is materially 
injured by reason of imports of the subject merchandise from Japan that the U.S. Department 
of Commerce ("Commerce") has determined are being sold in the United States at less than fair 
value (L TFV). 1 2 We also determine that the industry in the United States producing grain
oriented steel is materially injured by reason of imports of the subject merchandise from Italy 
that Commerce has determined are subsidized.3 4 5 

I. THE LIKE PRODUCT AND DOMESTIC INDUSTRY 

A. In General 

In determining whether an industry in the United States is materially injured or 
threatened with material injury by reason of the subject imports, the Commission must 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 ... "6 In turn, the Act defines "like product" as "a 
product which is like, or in the absence of like, most similar in characteristics and uses with, 
the article subject to an investigation ... "7 

The Commission's like product determinations are factual, and the Commission applies 
the statutory standard of "like" or "most similar in characteristics and uses" on a case-by-case 
basis. 8 No single factor is dispositive, and the Commission may consider other factors it deems 
relevant based on the facts of the particular investigation.9 Generally, the Commission requires 
"clear dividing lines among possible like products" and disregards minor variations. 10 

Commerce has defined the imported product subject to these investigations as: 

1 19 U.S.C. § 1673d(b). Commissioner Bragg did not participate in this determination. 
2 Whether the establishment of an industry in the United States is materially retarded is not an issue 

in these investigations. 
3 19 U.S.C. § 1671d(b). Vice Chairman Watson and Commissioner Bragg did not participate in the 

determination involving imports of the subject merchandise from Italy. 
4 Commissioner Crawford's dissenting views with respect to the subject imports from Italy are set 

forth separately. 
5 The Commission's final determination in the antidumping investigation involving Italy will not be 

made until late July 1994 as the Commerce Department postponed its final LTFV determination in that 
proceeding. 

6 19 U.S.C. § 1677(4)(A). 
7 19 u.s.c. § 1677(10). 
8 Torrington Company v. United States, 747 F. Supp. 744, 748-749 (Ct. Int'l Trade), afrd 938 F.2d 

1278 (1991). In analyzing like product issues, the Commission considers a number of factors including: 
(1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution; (4) customer or 
producer perceptions of the products; (5) common manufacturing facilities and production employees; and 
(6) where appropriate, ·price. Calabrian Corp. v. United States, 794 F. Supp. at 382, n.4 (Ct. Int'! Trade 
1992). 

9 See S. Rep. No. 249, 96th Cong., 1st Sess. 90-91 (1979); Torrington, 747 F. Supp. at 748-749. 
10 Torrington, 747 F. Supp. 748-49. 
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[G]rain-oriented silicon electrical steel, 
which are flat-rolled alloy steel products containing by weight at least 
0.6 percent of silicon, not more than 0.08 percent of carbon, not more than 
1. 0 percent of aluminum, and no other element in an amount that would give 
the steel the characteristics of another alloy steel, of a thickness of no more 
than 0.560 millimeters, in coils of any width, or in straight lengths which are 
of a width measuring at least 10 times the thickness .... 11 

The subject merchandise is a flat-rolled specialty steel product sold in strip or sheet 
form, characterized by low carbon content in which the magnetic characteristics, principally 
low core loss12 and high-permeability, 13 are achieved by relatively high silicon content and the 
use of special processing. 14 The processing techniques also determine whether the electrical 
steel product is grain-oriented or non-oriented.15 

Grain-oriented steel is produced in a number of different grades that are distinguished 
based on their relative efficiency in conducting electricity. Conventional grades range from the 
least efficient M-6 to the comparatively high efficiency M-2, which competes with some high 
permeability grain~riented steel. . The more efficient, high-permeability grades are characterized 
by a lower core loss and higher market prices. 

B. Like Product 

In these investigations we have considered whether high-permeability and conventional 
grades of grain-oriented steel constitute one or two like products. us In our preliminary 
determinations, we found a single like product. 17 Additional information obtained in these final 

11 59 Fed. Reg. 18357 (April 18, 1994) (Italy) and 59 Fed. Reg. 19693 (April 25, 1994)(Japan). 
12 Core loss refers to the amount of electrical energy lost as heat when magnetic flux flows through 

the steel. 
13 Permeability refers to the relative ability of different types of steel to conduct an electrical current. 

If a given category of steel possesses high-permeability, this means that the steel is a particularly efficient 
conductor of electricity. 

14 Confidential Staff Report (hereinafter referred to as "CR") at 11-8 to 11-10; Public Staff Report 
(hereinafter referred to as "PR") at 11-6 to 11-8. 

15 Oriented steel is steel in which processing has achieved a comparatively uniform molecular 
arrangement which permits the metal to conduct electricity in a single direction. It is more efficient to 
use oriented steel in such products as transformers where it is desirable for the electrical flow to be in 
a single direction. 

16 The domestic producers argue that all grades of grain-oriented steel comprise a single like product 
because they share the same physical and performance characteristics, are sold in the same channels of 
distribution, and are produced using predominantly common manufacturing facilities. Petitioners' 
Prehearing Brief at 1-11. 

Nippon Steel Corporation (Nippon Steel) and Kawasaki Steel Corporation (Kawasaki), the two 
Japanese producers/exporters, contended during the preliminary investigations that there are two separate 
like products consisting of, respectively, high-permeability and conventional grades of grain-oriented steel. 
Kawasaki Post-conference Brief ("Kawasaki's Brief") at 4-14; Nippon Steel Post-conference Brief 
("Nippon Steel's Brief") at 1. In these final investigations, however, respondents have not presented this 
argument. Moreover, at least one significant purchaser, General Electric Co. ("GE"), suggested that a 
sin9le like product finding would be appropriate. Hearing Transcript at 133-134. 

7 Grain-Oriented Silicon Electrical Steel From Italy and Japan, Inv. 701-TA-355 (Preliminary) and 
731-TA-659/660 (Preliminary), USITC Pub. 2686 (Oct. 1993) at 1-6. 
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investigations18 provides further support for our earlier like product finding. As discussed below, 
we find that the similar physical characteristics and uses, some degree of interchangeability, 
common U.S. production processes and facilities, and common channels of distribution, all 
indicate that there are no clear dividing lines among the different grades of grain-oriented steel. 
Therefore, we determine that grain-oriented steel is a single like product. 

Different grades of grain-oriented steel are chemically alike and possess essentially the 
same physical properties. For example, the various grades are all relatively efficient conductors 
of electricity and will conduct electricity in a single direction. As with many other products in 
which there are distinct grades, however, each grade does not have identical performance 
characteristics. The high-permeability grain-oriented steel is thinner and generally has a higher 
silicon content than the so-called conventional grain-oriented steel. The high-permeability grain
oriented steel also provides a lower core loss in most applications, i.e. it is a more efficient 
electrical conductor .19 A common manufacturing process imparts similar chemical and physical 
properties to the products.20 21 

Different grades also are marketed in the same channels of distribution (primarily sold 
directly to transformer manufacturers) and are treated as a single business enterprise by both 
Armco, Inc. ("Armco") and Allegheny Ludlum Corp. ("Allegheny"), the only domestic 
producers. 22 23 

The grades of grain-oriented steel are interchangeable to a certain degree. 2A Grades 
that are relatively close in performance level, for example, M-2 to M-3 or M-4 to M-5, may 
be substituted for each other without compromising the design of the transformer in which they 
are incorporated.25 Purchasers choose a particular grade based on the total operating cost 
("TOC") that an electrical utility, or other customer, will experience over a transformer's life
time. The total operating cost is determined by the interplay of a number of factors including 
the cost of the grain-oriented steel, the cost of the electricity that is lost in the transformer 

18 Information from purchasers of grain-oriented steel was not available for the Commission's 
preliminary determinations. Questionnaire responses from 29 purchasers were submitted in the 
Commission's final investigations. 

19 CR at Il-6, PR at Il-5. Petitioners claim that high-permeability grain-oriented steel may have 
higher core loss and be less efficient, however, at certain electrical induction levels. CR at Il-7, PR at 
Il-5. 

20 Petitioners' Prehearing Brief at 3-4. 
21 Allegheny Ludlum Corp. produces only conventional grades of grain-oriented steel. Armco, Inc. 

produces primarily conventional grades, but also produces high-permeability grain-oriented steel. Armco 
produces both conventional and high-permeability grain-oriented steel using most of the same equipment 
to manufacture both the conventional and high-permeability grades. However, there are alleged to be 
certain manufacturing processes that are unique to the production of the high-permeability grain-oriented 
steel. For example, the slightly different chemistries of these two types of grain-oriented steel are partly 
achieved at the vacuum degassing stage of production in which certain alloys are added to the molten steel 
in the case of high-permeability grain-oriented steel. Etching by laser and other means is also used to 
produce high permeability steel. Petitioners contend, however, that some conventional grades of grain
oriented steel are also etched so that the products cannot always be distinguished on this basis. CR at 11-
10 n.25, PR at Il-6 n.25. 

22 Petitioners' Prehearing Brief at 6, 8-9. 
23 CR at Il-19, PR at Il-13. Both high-permeability and conventional grades, moreover, often are 

sold to the same ma.QUfacturers for use in their various transformer products. CR at Il-68 to Il-73, PR 
at Il-33 to Il-34. GE Prehearing Brief at 1-3. 

24 Petitioners state that there is only a relatively small percentage of the total market for grain-oriented 
steel that must be supplied with high-permeability, low core loss grades because of the specific 
requirements of the large transformers there involved. Petitioners' Prehearing Briflf at 6-8, 62-70; CR 
at Il-6 and Il-7, PR at Il-5. Economic Memorandum, EC-R-051 at 26. 

2S CR at Il-70, Pr at Il-33. 
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(which will vary with the relative efficiency of the grain-oriented steel), and the cost of other 
materials, such as copper, used in the manufacture of a transformer.26 A purchaser can use 
various combinations of grain-oriented steel grades and other inputs to obtain a transformer with 
any of many different total operating costs,27 although some transformer manufacturers state that 
there are certain transformers in which only the high-permeability grades will satisfy 
manufacturing requirements.28 29 Moreover, contract bids by transformer manufacturers appear 
to substantiate that various forms of grain-oriented steel, including both high-permeability and 
lower-core loss conventional grades, may be used to produce transformers that are competitive 
in terms of efficiency. 30 

Use of a less efficient grade in a high performance transformer will require that a 
transformer manufacturer make certain trade-offs with respect to other components of the 
finished transformer. Information supplied by the petitioners suggests that the necessary 
balancing of steel electrical performance with other transformer design components can be 
achieved within a relatively narrow cost range in many cases.31 Purchasers differentiate between 
conventional grades of grain-oriented steel, but may substitute grades that are close to one 
another in terms of performance. 32 This is particularly true for the mid-range grades and for 
successive grades of increasing efficiency, ~ M-5 and M-4, M-3 and M-2.33 

Although high-permeability grain-oriented steel is viewed by some purchasers as 
significantly different from conventional grain-oriented steel, and at least in some end uses 
cannot be replaced with conventional grades, there does not appear to be a clear dividing line 
in terms of performance between different categories of grain-oriented steel. Instead, the 
different grades represent a continuum of products where the gradations between each more 
efficient grade is not significant. 

The finding of a single like product, therefore, would be consistent with the 
Commission's practice in similar cases where there are a multitude of different grades suitable 
for varied end uses. 34 In these investigations, such a finding is appropriate because there is 
substantial room to substitute different conventional grades in the various end uses, and to use 
certain of the more efficient conventional grades in products that compete with transformers 
incorporating the high permeability grain-oriented steel. 

26 CR at Il-6 and Il-7, PR at Il-5 and Il-6. 
27 Petitioners' Prehearing Brief at 58-60. 
28 GE, for example, stated that for most of its high efficiency transformers high permeability grain

oriented steel is the only grain-oriented category that would be suitable. GE Prehearing Brief at 8-11. 
CR at Il-70 and Il-71, PR at 33-34. 

29 The portion of the market that can only be satisfied by the high-permeability grades is estimated 
to account for approximately one percent of transformer unit shipments in terms of quantity, but as much 
as 22 percent in terms of transformer value. Economic Memorandum at 26. Information on the quantity 
of ~rain-oriented steel accounted for by such transformers was not received from the parties. 

Petitioners' Prehearing Brief at 62-71; CR at Il-68 to Il-73, PR at Il-33 and Il-34. 
31 Petitioners' Prehearing Brief at 60-61. 
32 Petitioners' Prehearing Brief at 62-63. 
33 CR at Il-70, PR at Il-33. 
34 See Certain Steel Wire Rod from Brazil and Japan, Invs. 731- TA-646 and 648 (Final); New Steel 

Rails from Japan. Luxembourg. and the United Kingdom, USITC Pub. 2524 (June 1992); Polyethylene 
Terephthalate Film, supra note 12; and Granular Polytetrafluorethylene Resin, supra note 12. 
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II. DOMESTIC INDUSTRY AND RELATED PARTIES 

In its preliminary investigations, the Commission considered whether Armco is a related 
party by virtue of its joint venture with Vicksmetals, a subsidiary of Sumitomo Corporation, an 
importer of the subject merchandise from Japan. Under section 771(4)(B), producers who are 
related to exporters or importers,35 or who are themselves importers of the subject merchandise, 
may be excluded from the domestic industry in appropriate circumstances.36 As discussed below, 
we are satisfied that Armco is not a related party. 

Armco's joint venture does not import or purchase the subject merchandise, but instead 
offers slitting services to both domestic manufacturers and importers of grain-oriented steel. 37 

The joint venture simply charges a fee for the slitting service that it provides and never takes 
title to any of the grain-oriented steel that it processes.38 Armco does not possess a financial 
or other ownershif interest in an importer or exporter of the subject merchandise based on the 
record before us. 3 Given these facts, we find that Armco is not a related party. 

Ill. CONDmON OF TIIE DOMESTIC INDUSTRY 

In determining whether there is material injury to a domestic industry by reason of the 
subject imports, the Commission considers all relevant economic factors that have a bearing on 
the state of the industry in the United States. These factors include output, sales, inventories, 
capacity utilization, market share, employment, wages, productivity, profits, cash flow, return 
on investment, ability to raise capital and research and development. No single factor is 

" Neither the term "related" nor the term "importer" is defmed by the statute or explained in the 
legislative history. Thus, the Commission, as the agency charged with the administration of this provision, 
is responsible for filling in any "interpretational gap" in the statute. See, y., Suramerica, 966 F.2d 660, 
665 (Fed. Cir. 1992). 

36 19 U.S.C. § 1677(4)(B). The Commission traditionally has examined at least three factors in 
deciding whether appropriate circumstances exist to exclude a related party. Those factors are: 

(1) the percentage of domestic production attributable to the 
related producers; 
(2) the reason why importing producers choose to import 
the articles under investigation--to benefit from unfair 
trade practice or to enable them to continue production 
and compete in the domestic market; and 
(3) the position of the related producers vis-a-vis the 
rest of the industry, i.e., whether exclusion of the related 
party will skew the data for the rest of the industry. 

See~ y._, Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. lnt'l Trade 1992). 
7 Petitioners' Prehearing Brief at.14-15. 

38 Id. 
39 Information collected in Certain Flat-Rolled Carbon Steel Products from Argentina et al., USITC 

Pub. 2664, Volume I (August 1993) at 96, indicated that Armco and Kawasaki operate certain joint 
production facilities in connection with hot-rolled, cold-rolled, and corrosion-resistant steel products. In 
these final investigations, Armco has stated that its participation in those joint ventures does not involve 
it in any import activities relating to the subject merchandise. In addition, Armco reports that the joint 
venture with Kawasaki is scheduled to become an independent, publicly-owned company within the near 
future. Petitioners' Prehearing Brief at 16. 
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determinative, and the Commission considers all relevant factors "within the context of the 
business cycle and conditions of competition that are distinctive to the affected industry. "40 

One condition of competition relevant to this industry is the decline in purchases of 
electrical equipment by utilities.41 The demand for grain-oriented steel is tied directly to demand 
for electricity and power and distribution transformers. Electrical transformers purchased by 
utilities account for approximately 80 percent of consumption of grain-oriented steel. 42 Both the 
U.S. recession and energy conservation efforts have contributed to reduced growth in demand 
for electricity and a concomitant reduction in utility equipment requirements, including fewer 
transformer purchases. 43 Moreover, respondents have argued that there has been a trend toward 
more efficient transformers which may favor sales of high-permeability products.44 These 
developments have translated into reduced demand for grain-oriented steel.45 We have examined 
the various indicators of the domestic industry's performance in light of these conditions of 
competition. 

Information was collected in these investigations for a four year period, 1990 through 
1993, inclusive. In making our determinations, however, we considered data for the latter part 
of the period to be the most indicative of the condition of the industry. 

Apparent U.S. consumption of grain-oriented steel decreased by almost 14 percent 
between 1990 and 1991, declining from 273,545 to 235,555 tons, then increased by less than 
1 percent to 237,385 tons in 1992 and to 248,490 tons in 1993, but never recovered to 1990 
levels.46 

Domestic production fell by more than *** percent between 1990 and. 1991 and 
continued to decline during both 1992 and 1993.47 Average annual capacity to produce grain
oriented steel remained stable during the period of investigation, with only a small increase in 
1993.48 Capacity utilization declined in each year of the investigatory period as production 
decreased. 49 , 

The quantity of the domestic industry's U.S. shipments of grain-oriented steel also fell 
more than *** percent from 1990 to 1992, but increased somewhat in 1993. The domestic 
industry's 1993 U.S. shipments, however, remained well below the 1990 level and were only 
marginally higher than the 1991 level despite an increase of more than 5 percent in apparent 
consumption between 1992 and 1993.50 The value of the domestic industry's U.S. shipments 
exhibited the same general trend as the quantity of shipments.51 The average unit value of the 

<40 19 U.S.C. § 1677(7)(C)(iii). Although the foreign producers argued that the decline in the 
performance of the domestic industry simply reflected a normal business cycle with 1990 representing 
the most recent peak, respondents provided no substantiation for their argument and the record does not 
support a finding that the grain-oriented steel industry's performance is linked in a direct manner with 
general business cycles or that its performance would be largely explained by the fluctuations in demand 
that normally accompany such cycles. 

41 Conference Transcript at 65-66, 99, and 110; GE Prehearing Brief at 35; Kawasaki/Nippon 
Prehearing Brief at 20-22. 

42 CR at 11-12, PR at 11-8. 
43 Id.; GE Prehearing Brief at 36-41; Kawasaki/Nippon Prehearing Brief at 20-21, 47-48. 
44 Kawasaki/Nippon Prehearing Brief at 23; GE Prehearing Brief 36-37. 
45 CR at 11-19; PR at 11-14. 
46 Table 1, CR at 11-20, PR at 11-15. 
47 Table 2, CR at 11-21, PR at 11-15. 
48 Table 2, CR at 11-21, PR at 11-15. 
49 Id. 
so Table 3, CR at II-22, PR at II-15. 
s1 Id. 
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domestic industry's U.S. shipments increased from 1990 to 1991, but then declined from 1991 
through 1993, reaching a low for the period examined.52 

The domestic industry's end-of-period inventories of grain-oriented steel fluctuated from 
1990 to 1993 both in absolute terms and as a percentage of both production and U.S. 
shipments.53 The average number of production and related workers producing grain-oriented 
steel declined annually between 1990 and 1993 as production and capacity utilization both fell. 54 

Hours worked followed essentially the same trend as the average number of workers.55 

Generally, indicators of the financial condition of the domestic industry have declined, 
and the improvement in the domestic industry's U.S. shipments in 1993 was not sufficient to 
alter the downward trend. Thus, a partial recovery in shipments did not restore profitability, 
and financial losses grew worse for the industry in 1993. 

Net sales fell between 1990 and 1992, displayed a small improvement in 1993, but 
remained well below 1990 and 1991 levels. 56 The decline in sales value resulted in a reduction 
in gross profits, operating income, and net income for the domestic industry from 1990 to 1993, 
with the situation becoming more aggravated each year. :rr Gross profits declined from 1990 to 
1992 and then disappeared altogether as a loss was reported in 1993.58 Operating income 
declined in a similar fashion as the costs of goods sold and SG & A expenses did not decline 
commensurate with reductions in production and sales.59 In fact, cost of goods sold increased 
as a percentage of sales from 1990 to 1993.81 

Net income declined from 1990 to 1991 and became a loss in both 1992 and 1993.61 

Cash flow followed the same pattern as net income, declining from 1990 to 1991 and turning 
negative in 1992 and 1993.62 

Capital investment by the domestic industry declined from 1990 to 1992 and then 
increased in 1993. Investment in 1993, however, remained at a level substantially below that 
of 1990. 63 The domestic industry also reduced its research and development expenditures from 
1990 to 1993. 64 65 

52 Id. 
53 Table 4, CR at 11-23, PR at 11-16. 
54 Table 5, CR at 11-25, PR at 11-16. 
55 Id. 
56 Table 7, CR at 11-29, PR at 11-17. The decline in net sales is partially due to a decline in export 

shipments of hot rolled bands which are produced on some of the same equipment used to manufacture 
grain-oriented steel. Hot-rolled bands are not subject to cold-rolling and the successive annealing 
processes that grain-oriented steel undergoes and are not included in the like product in these 
investigations. 

U.S. producers' exports of grain-oriented steel remained relatively stable throughout the period 
of investigation. CR at 11-22 and 11-23 n.57, PR at 11-15. 

57 Table 7, CR at 11-29, PR at 11-17. 
58 Table 7, CR at 11-29, PR at 11-17. 
59 Id. 
60 Some of the increase in the cost of goods sold is attributable to yield difficulties which the domestic 

producers encountered in improving the efficiency of grain-oriented steel that they produce. CR at 11-
33 and 11-34, PR at 11-18. 

61 Id. Part of the losses experienced in 1992 and 1993 are attributable to one-time charges for post-
retirement expenses that the domestic producers incurred. CR at 11-30. 

62 Id. 
63 Table 11, CR at 11-38, PR at 11-18. 
64 Table 12, CR at 11-38, PR at 11-19. 
65 Based upon the foregoing, Chairman Newquist and Commissioner Rohr determine that the domestic 

industry producing grain-oriented steel is materially injured. 
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IV. CUMULATION66 

A. In General 

In determining whether there is material injury by reason of the subject imports, the 
Commission is required to assess cumulatively the volume and price effects of imports from 
two or more countries of products subject to investigation if such imports compete with each 
other and with like products of the domestic industry in the U.S. market.67 68 

In assessing whether imports compete with each other and with the domestic like 
product, the Commission has generally considered four factors. 69 While no single factor is 
determinative, and the list of factors is not exclusive, these factors are intended to provide the 
Commission with a framework for determining whether the imports compete with each other and 
with the domestic like product. 70 

B. Competition Between Imports from Italy and Japan 

We have examined whether a reasonable overlap of competition exists between imports 
from Italy and those from Japan. During the entire period of investigation virtually all of the 
imports from Italy consisted of the low efficiency, M-6 grade of grain-oriented steel.71 Italian 
producers have not sold any low-core loss, high-permeability grain-oriented steel in . the U.S. 
market. 72 The majority of Japanese imports, on the other hand, is composed of high-

66 Chairman Newquist does not join the remainder of this opinion. See Additional Views of Chairman 
Newquist. 

61 19 U.S.C. § 1677(7)(C)(iv)(I); see Chaparral Steel Co. v. United States, 901F.2d1097, 1105 
(Fed. Cir. 1990). 

68 Vice Chairman Watson did not participate in the determination involving Italy and, therefore, also 
does not reach the issue of cumulation. 

69 These factors are: 
(1) the degree of fungibility between the imports from 
different countries and between imports 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 
geographical markets of imports from different countries and 
the domestic like product; 
(3) the existence of common or similar channels of 
distribution for imports from different countries and the 
domestic like product; and 
(4) whether the imports are simultaneously present in the 
market. 

See Certain Cast-Iron Pipe Fittings from Brazil, the Republic of Korea, and Taiwan, Invs. Nos. 731-
TA-278-280 (Final), USITC Pub. 1845 (May 1986), aff'd, Fundicao Tupy. S.A. v. United States, 678 
F. Supp. 898 (Ct. Int'I Trade 1988), affd, 859 F.2d 915 (Fed. Cir. 1988). 

70 See Wieland Werke. AG v. United States, 718 F. Supp. 50 (Ct. Int'l Trade 1989). 
71 CR at Il-43, PR at Il-21. Conventional grades M-4 and M-5 comprised the remainder of the 

imports from Italy. Conventional grades of grain-oriented steel are denominated in relative levels of 
core loss, i.e., efficiency, ranging from the M-6 category, which is the least efficient, to M-2, which is 
the most efficient. See Armco Advanced Materials Company letter dated October 5, 1993 to Ms. Mary 
Messer, Office of Investigations. 

72 ILV A, the sole Italian exporter to the United States, is precluded by contract from selling high
permeability grain-oriented steel in the United States. CR at Il-43, PR at Il-21. 
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permeability grain-oriented steel.73 The Japanese also shipped conventional grades, consisting 
primarily of M-3 grade, into the United States.74 

We have determined that the low-efficiency Italian M-6 grade and the high-efficiency 
Japanese high-permeability grain-oriented steel are not sufficiently fungible to support a finding 
of "reasonable overlap" of competition. Although information received from the parties and 
from purchasers suggests that some degree of substitutability exists between high-permeability 
and conventional grades, the record indicates that cross-grade substitutability may be limited to 
a single grade up or down, thus making substitutions between the inefficient grade M-6 and the 
high-permeability imports from Japan very unlikely .75 

Notably, only two purchasers, accounting for a very small percentage of consumption, 
reported that they bought grain-oriented steel from both Japanese and Italian producers, 76 whereas 
22 purchasers stated that the Italian and Japanese products did not compete for the same range 
of end-uses.77 Transformer manufacturers that require high-permeability grain-oriented steel do 
not purchase imports of the subject merchandise from Italy. 78 Similarly, stampers of laminations 
for use in non-evaluated transformers and electrical appliances do not use high-permeability 
grain-oriented steel. They confine their purchases to the less expensive M-6 grade because of 
the less demanding efficiency requirements of the products that they manufacture. 79 Based on 
the foregoing, we determine that the high-permeability imports from Japan do not compete with 
the M-6 grade that accounts for almost all imports from Italy. 

We further determine that there is not a "reasonable overlap" of competition based solely 
on the M-3 imports from Japan and the conventional grades imported from Italy. First, we 
emphasize that the non-M-6 grades imported from Italy represent a very small percentage of total 
imports from Italy and the proportion of total imports of non-M-6 grades declined during the 
period of investigation. Additionally, the conventional grade imports from Japan were both 
limited in 't'antity and concentrated in a grade distinct from imports of the subject merchandise 
from Italy. The Commission in prior cases has viewed similar situations as not constituting 
a reasonable overlap of competition for purposes of cumulation. 81 The lack of competition 

73 CR at Il-49, PR at Il-23. 
74 CR at Il-49, PR at Il-23. Petitioners alleged that some of the Japanese M-3 grade was actually 

high-permeability grain-oriented steel that was mis-labeled. Petitioners' Postconference Brief at 29. 
Kawasaki acknowledged that some high-permeability steel that did not meet the full specification 
guarantees was sold as M-3 grade. Kawasaki also stated that due to delivery problems it sometimes 
would ship high-permeability grain-oriented steel to customers who purchased M-3 grade. Such situations 
accounted for between *** and *** percent of M-3 shipments from Japan between October 1991 and June 
1993. Preliminary Investigation Staff Report at 1-69 n.2. Thus, the reported volume of M-3 product is 
substantially overstated. 

In addition, two small shipments of M-6 grade were made by one Japanese producer. CR at 
Il-53, PR at Il-26. 

7S CR at Il-70, PR at Il-33. 
76 CR at Il-66. PR at Il-32. These two firms accounted for less than 0.3 percent of the grain-oriented 

steel market during the period of investigation. CR at Il-66 n. 83, PR at Il-32 n.83. 
77 CR at Il-66, PR at Il-32 and Il-33. 
78 CR at Il-68, PR at Il-33. 
79 CR at Il-67, PR at Il-32. The Italian manufacturer also explains that stampers cannot substitute 

thinner high-permeability grades for M-6 because their manufacturing equipment is designed to process 
only the thicker M-6 grade. The thinner high-permeability grades do not lend themselves to use in the 
stam.J>ing machines due to their greater brittleness. IL VA Prehearing Brief at 7. 

CR at Il-53 n. 66, PR at Il-26. As indicated in footnote 74 supra, the data on conventional grade 
im~rts from Japan were overstated. 

81 See, Certain Steel Wire Rod from Brazil and Japan, Inv. No. 731-TA-646 and 648 (Final), USITC 
Pub. 2761 (March 1994) at 1-15 (competition by Japanese imports with only at most 9 percent of imports 
from Brazil was deemed insufficient on the facts of that case to be "competition".); Ferrosilicon from 
~.Inv. No. 731-TA-642 (Final), USITC Pub. 2688 (Oct. 1993) (there the Commission considered 

(continued ... ) 
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between imports of the subject merchandise from Japan and Italy is further supported by their 
distinct channels of distribution. Whereas imports from Japan are sold by importers to 

. purchasers that are transformer manufacturers, almost all of the imports from Italy are bought 
by stampers who process the grain-oriented steel into laminations to be sold to manufacturers 
of small transformers and appliance manufacturers. 82 For all of these reasons, we find that 
there is not a reasonable overlap of competition between imports of the subject merchandise from 
Italy and Japan and, accordingly, we do not cumulate the volumes, price effects, or the impact 
of the subject imports from the two countries for purposes of determining whether they are 
causing material injury to the domestic industry producing grain-oriented steel. 

V. MATERIAL IN.JURY BY REASON OF IMPORTS OF TIIE SUBJECT 
MERCHANDISE 83 

In its determinations of whether the domestic industry is materially injured by reason 
of the subject imports, the statute directs the Commission to consider the volume of imports of 
the merchandise which is the subject of the investigations, their effect on prices in the United 
States for like products, and their impact on domestic producers of the like product, but only 
in the context of U.S. production operations.84 Although the Commission may consider causes 
of injury other than the allegedly LTFV or subsidized imports, it is not to weigh causes.85 86 

Finally, the Commission is directed to "evaluate all relevant factors ... within the context of 
the ... conditions of competition that are distinctive to the affected industry. v For the reasons 

81 ( ••• continued) 
that 7 .8 percent of Egyptian imports consisting of 75 percent ferrosilicon did not constitute a reasonable 
overlap in competition with 91.3 percent of Brazilian imports of the same product). 

82 CR at Il-67 to II-68, PR at II-32. 
83 Commissioner Crawford does not join these views. See her Additional and Dissenting Views. 

Commissioner Watson did not participate in the determination with respect to imports of the subject 
merchandise from Italy. 

84 19 U.S.C. § 1677(7)(B)(i). 
85 See~. Citrosuco Paulista. S.A. v. United States, 704 F. Supp. at 1101. 
Commissioner Rohr and Commissioner Nuzum further note that the Commission need not determine 

that imports are "the principal, a substantial, or a significant cause of material injury.• S. Rep. No. 249, 
at 57, 74. Rather, a finding that imports are a cause of material injury is sufficient. See, ~. 
Metallverken Nederland B.V. v. United States, 728 F. Supp. 730, 741 (Ct. lnt'l Trade 1989); Citrusoco 
Paulista. SA. v. United States, 704 F. Supp. at 1101. 

86 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 & Forging v. United States, 779 F. Supp. 1375, 1391 
(Ct. Int'l Trade 199l)("[l]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. at 741 
(affirming a determination by two Commissioners that "the imports were a cause of material injury") and 
USX Coro. v. United States, 682 F. Supp. 67, 69 (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. 

v 19 U.S. C. § 1677(7)(C). 



discussed below, we find that the domestic grain-oriented steel industry is materially injured by 
reason of L TFV imports of grain-oriented steel from Japan and subsidized imports of the subject 
merchandise from Italy. 88 

A. Imports of the Subject Merchandise from Italy 

Imports of the subject merchandise from Italy are highly concentrated in a single 
conventional grade of grain-oriented steel, M-6. 89 This grade is the least efficient of the 
conventional grades and competition between suppliers is based to a significant degree on price. 90 

M-6 accounts for a substantial portion of total domestic shipments of grain-oriented steel91 and 
the domestic M-6 competes directly with the subject imports from Italy. 92 Purchasers, who 
bought M-6 from domestic producers and the Italian producer, state that they use those products 
interchangeably. 93 

Imports of grain-oriented steel from Italy ***between 1990 and 1993, with the largest 
*** occurring in 1993.94 Given such *** and the overall decline in apparent domestic 
consumption, the market share enjoyed by the subject imports from Italy *** by almost *** 
percent, albeit from a small base, as domestic producers simultaneously lost market share. 95 

Based on these facts, we find that the volume of the subject imports from Italy was significant. 
The subject imports from Italy also had an adverse effect on prices of the domestic like 

product. The Commission collected price data for both shearing quality M-6 grain-oriented steel 
as well as M-6 punching quality (used by stampers), which together represent almost all imports 
of the subject merchandise from Italy. Price comparisons for the two M-6 categories reveal that 
in 27 of 30 calendar quarters the Italian imports undersold the comparable domestic product.96 

Margins of underselling were as high as 15.9 percent. Notably, several large purchasers of 
grain-oriented steel stated that they would have switched to the domestic producers for M-6 
grade steel if the price of the imports from Italy increased by 5 to 10 percent.97 The margin 
of underselling by the imports from Italy often exceeded these amounts98 and we find that such 
underselling, combined with steady decreases in the price of the subject merchandise, depressed 
prices for the M-6 grade, reducing domestic prices in 1993 to a level lower than they were in 
1990.99 Purchaser price information, moreover, shows that the margin of underselling by the 
M-6 imports from Italy increased substantially between 1990 and 1993. 

This situation prevented, to a significant degree, the domestic producers from increasing 
prices as their cost of goods increased. Based on the foregoing, we find that imports of the 

88 Although respondents argue that increases in non-subject imports of grain-oriented steel caused 
any material injury that the domestic industry may be suffering, we have determined for the reasons set 
forth below that imports of the subject merchandise are a cause of material injury to the domestic industry. 
We note that non-subject imports were present in the market and increased their market share during the 
period examined. 

89 CR at Il-43, PR at II-21. 
90 See CR at Il-6, PR at Il-5. · 
91 Appendix F, Table F-1, CR at F-3, PR at F-3. 
92 Stampers, who purchase most of the M-6 grade, stated that price was a determining factor in 

deciding where to source their grain-oriented steel purchases. CR at Il-68, PR at II-32. 
93 CR at Il-68, PR at II-32. 
94 Table 16, CR at Il-48, PR at II-23. 
9.'5 Table 17, CR at II-51, PR at II-24. 
96 Tables 18 and 19, CR at 11-56 and 11-57, PR at 11-27. 
'Tl CR at 11-68, PR at 11-33. 
!lll CR at 11-65, PR at 11-31. 
99 CR at 11-74 and 11-75, PR at II-35; and CR at 11-68, PR at 11-32. 
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subject merchandise from Italy showed significant underselling and that they significantly 
suppressed prices for the domestic like product. 

The impact on the domestic industry from the increased market penetration and price 
underselling is manifested in the deteriorating condition of the domestic industry. Decline in 
domestic producer market share and shipment volume is evidenced in reduced revenue, a decline 
in production and capacity utilization, and increased per-unit costs of production. Because 
domestic prices were suppressed by the subject imports, the domestic industry could not 
recapture its increased costs and the industry began to experience losses on operations in 1992. 
The increase in import market share was achieved and held at the direct expense of U.S. 
capacity utilization, employment, and sales. 100 

B. Imports of the Subject Merchandise from Japan 

Imports of the subject merchandise from Japan were concentrated in high-permeability 
grades and a single conventional grade (M-3) of grain-oriented steel. Domestic producers 
manufactured an M-3 grade that is directly competitive with the M-3 imported from Japan. 
Domestic producers also offer high-permeability grades that compete head-to-head with a 
significant portion of the high-permeability imports from Japan. 101 

The quantity of subject imports from Japan grew during the period examined with the 
largest yearly increase occurring in 1993.10'2 Imports in 1993 were more than 10 percent higher 
than in the previous year. As in the case of imports from Italy, declining overall consumption 
and increases in subject imports resulted in a steady increase in market share for imports from 
Japan between 1990 and 1992.103 Although the market share of subject imports from Japan 
declined in 1993, this was the result of reduced U.S. shipments of Japanese imports rather than 
reduced imports themselves. As noted above, imports from Japan reached their highest level 
during 1993.104 Imports of high-permeability grades from Japan represented a still higher 
percentage of apparent domestic consumption of high-permeability grain-oriented steel. 105 Based 
on the foregoing, we find the volume of the subject imports from Japan to be significant.106 

100 One of the domestic manufacturers ceased production of M-6 grade grain-oriented steel during 
the period of investigation due to insufficient demand. Conference transcript at 46. Absent imports of 
the lower priced M-6 from Italy it is likely that purchasers of the subject imports from Italy would have 
turned to the domestic industry as their principal source of supply. 

101 CR at 11-53 to 11-54, PR at 11-26. 
102 Table 16, CR at 11-48, PR at 11-23. 
103 Table 17, CR at 11-51, PR at 11-24. 
104 Compare Tables 1 and 16, CR at 11-20 and 11-48, PR at 11-15 and 11-23. As a result, inventory 

levels of the subject merchandise achieved unprecedented levels in 1993. Table 13, CR at II-41, PR at 
11-24. 

u15 Only approximately *** percent of domestic production is devoted to high-permeability grades 
whereas *** percent of the subject imports from Japan consist of high-permeability grain-oriented steel. 

106 In assessing the impact of imports on the domestic industry, it is significant that the quantity of 
grain-oriented steel demanded by domestic consumers is relatively unresponsive to changes in the price 
of grain-oriented steel. There are a limited number of applications of grain-oriented steel, and for these 
applications there are no close substitutes for grain-oriented steel. Therefore, increases in lower priced 
subject imports does not lead to increased consumption of grain-oriented steel. Rather, increases in 
dumped and subsidized imports come at the expense of sales by domestic producers and fairly traded 
imports. 
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The subject imports . from Japan also had an adverse effect on prices of the domestic 
like product. Prices for four grain-oriented steel categories representing 95 percent of total 
U.S. shipments of the subject merchandise from Japan were examined. 107 Prices for reported 
M-3 grade imports from Japan declined at a faster rate than prices for domestically manufactured 
M-3, resulting in substantial instances of underselling in both 1992 and 1993, coincident with 
a deterioration in the financial performance of the domestic industry. Prices reported by 
purchasers confirmed the steady decline in prices for the M-3 grade from Japan. 

Prices for product 4, a high-permeability grade, offered by both the domestic producers 
and Japanese manufacturers, increased marginally between 1990 and 1993. Purchaser prices 
reveal consistent underselling by the subject imports throughout the four year period with the 
margin of underselling increasing between 1991 and 1993. Because product 4 was the highest 
volume product shipped by the Japanese producers into the U.S. market (representing 
approximately one-third of total shipments), the existence of such pervasive underselling had a 
particularly severe impact on the domestic industry .1118 109 Based on the foregoing, we find that 
imports of the subject merchandise from Japan undersold domestic product to a significant degree 
and also significantly suppressed prices for the domestic like product. 

The domestic industry's reduced market share due to imports from Japan was reflected 
in lower production volumes and reduced levels of capacity utilization accompanied by attendant 
increases in the cost of goods sold. Because of the price underselling involving nearly fifty 
percent of imports of the subject Japanese merchandise (those considered to be most directly 
competitive with the U.S. like product), domestic producers were unable to raise prices and 
experienced losses in 1992 and 1993 as a result. The combined impact on the domestic industry 
from increased market penetration and price suppression is revealed particularly in the worsening 
financial condition of the domestic industry and in its reduced capital expenditures and research 
and development spending. 

CONCLUSION 

We find that the relatively low prices of the imports have enabled the subject imports 
to increase in volume and market share at the expense of the domestic industry and enabled the 
subject imports to displace domestic sales. As a result, the domestic industry has suffered lower 
sales, production, capacity utilization, employment, and profitability than otherwise would have 
prevailed. Therefore, we determine that the information of record in these final investigations 
establishes that the domestic industry producing grain-oriented steel is materially injured by 
reason of the non-cumulated subject imports from Japan and Italy. 

107 The four products were M-3 ( a conventional grade); a domain-refined grain-oriented steel used 
for stacked transformer cores (a high-permeability grade); a non-domain refined grade used for wound 
transformer cores (another high-permeability grade); and domain refined steel also for wound core 
applications (also a high-permeability grade). The first two products have direct counterparts among 
domestically produced grades of grain-oriented steel while the last two compete with domestically produced 
grades but possess somewhat greater efficiency levels and generally exhibit lower core losses. 

108 The ability of transformer manufacturers to switch to another grade of grain-oriented steel with 
similar performance characteristics means that imports of the M-3 grade from Japan resulted in the 
displacement of more than one conventional grade produced by the domestic industry. 

109 Several purchasers stated that U.S. producers had responded to price reductions by Japanese 
exporters and that they would discontinue purchases from the Japanese suppliers if the prices of the 
subject imports were to increase. CR at II-71 to II-72, PR at II-32. 
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ADDITIONAL VIEWS OF CHAIRMAN NEWQUIST 

Although I concur with the majority that the domestic industry producing certain grain
oriented electrical steel is materially injured by reason of imports of such steel from Italy and 
Japan which the Department of Commerce has respectively found to be subsidized110 and sold 
in the United States at less-than-fair-value, the bases for my determinations are different than 
the majority's in one fundamental respect: I have cumulatively assessed the adverse effects of 
the subject imports on the domestic industry producing the like product in these investigations. 

I concur with my colleagues that there is one like product consisting of all grain
oriented electrical steel ("GOES"). The majority opinion exhaustively and persuasively explains 
why, contrary to the arguments of respondents, high-permeability GOES and conventional GOES 
do not constitute separate like products. The majority finds that high-permeability and 
conventional GOES share essentially the same physical properties,m are marketed in the same 
channels of distribution,112 and are interchangeable in many end uses. 113 

These findings notwithstanding, my colleagues then make the illogical conclusion that, 
for purposes of cumulation, there is no reasonable overlap of competition between high
permeability and conventional GOES. That is, they determine that imports from Japan, which 
are primarily high-permeability GOES, cannot be cumulated with imports from Italy, which are 
primarily conventional GOES, because the imports do not compete with one another. In my 
view, their conclusion is wholly incongruous with the like product finding, i.e., that high
permeability and conventional GOES constitute one like product. Simply, high-permeability and 
conventional GOES either compete with one another or they do not -- and, that ~sessment 
should apply equally to the like product and cumulation analyses. 

Thus, I join the majority's discussion of like product, domestic industry, and condition 
of the domestic industry, and begin these additional views with cumulation. 

I. CUMULATION 

The statute requires that I cumulatively assess the subject imports if: (i) there is 
competition between the subject imports themselves and the domestic like product; 114 and (ii) no 
one country's imports are negligible and without discernible adverse impact on the domestic 
industry. us 

As I explained in the Flat-Rolled Carbon Steel investigations,116 I view this language to 
require scrutiny of primarily geographic and temporal competition between the subject imports 
and the domestic like products; assessing competition on the basis of the substitutability of these 
products is a lesser consideration.117 Nowhere does the cumulation provision state that 

110 Imports from Italy are also alleged to be sold in the United States at less-than-fair-value. The 
Department of Commerce made a preliminary affirmative finding of such sales, 59 Fed. Reg. 5991 (Feb. 
9, 1994), but postponed its final determination until not later than mid-June, 1994. 

111 Majority opinion at 1-9. 
112 Id. 
113 Id. at 1-10. 
114 l9U.S.C. § 1677(7)(C)(iv)(I). In addition, I need find only a "reasonable overlap" of 

competition. Fundicao Tupy. S.A. v. United States, 678 F. Supp. 898, 902 (Ct. Int'l Trade 1988), affd, 
859 F.2d 915 (Fed. Cir. 1988). 

115 19 U.S.C. § 1677(7)(C)(v). 
116 USITC Pub. 2616 (August 1993). 
117 My interpretation of this language also reflects my interpretation of the Commission's traditional 

four factor "competition for cumulation" test. This four factor test has generally been articulated as 
follows: 

(continued ... ) 
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competition is a function of interchangeability based upon the imported and domestic products' 
characteristics and uses. Such competition is appropriately addressed in the like product 
analysis. 118 In my view, once a like product determination is made, that determination 
establishes some inherent level of fungibility within that like product. Only in exceptional 
circumstances could I anticipate finding products to be "like," and then turn around and find 
that, for purposes of cumulation, there is no reasonable overlap of competition based upon some 
roving standard of fungibility. 

Rather, in my analytical framework, fungibility is more relevant to the assessment of 
whether imports are negligible. In that analysis, the fungibility within any like product can be 
pertinent in determining what level of imports may or may not have a discernible adverse effect 
on the industry producing the like product. 119 In this regard, I note that there is no magical 
bellwether to determine negligibility. What may be negligible and without discernible adverse 
impact will vary from industry to industry -- a function of both the characteristics and condition 
of the industry. 

A. Reasonable Overlap Of Competition 

Contrary to the arguments of respondents,1:20 I fmd that there is a reasonable overlap of 
competition between GOES imported from Japan and Italy and that produced in the United 
States. GOES from both Japan and Italy were present in the U.S. market during all quarters of 
the period of investigation.121 Imports from Japan were reportedly marketed throughout the 
U.S.; imports from Italy were marketed in the Northeast, Midwest, and Southwest.122 

B. Negligibility 

As discussed above, in my analytical framework, lack of fungibility between subject 
imports and the domestic like product is more relevant to whether imports from any one country 
are negligible and without discernible adverse effect on the domestic industry. Both the Japanese 
and Italian respondents assert that their imports are not fungible, 123 though no respondent argues 
that its imports are negligible. I discuss both elements in tum. 

117 ( ••• continued) 

(1) the degree of fungibility between the imports from different countries and between 
imports 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; 

(3) the existence of common or similar channels of distribution for imports from different 
countries and the domestic like product; and 

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

See. y,_, Certain Cast Iron Pipe Fittings from Brazil. Korea. and Taiwan, Invs. Nos. 731-TA-278-280 
(Final), USITC Pub. 1845 (May 1986), affd, Fundicao Tupy. S.A. v. United States, 678 F. Supp. 898, 
902 ~Ct. Int'l Trade 1988), aff'd, 859 F.2d 915 (Fed. Cir. 1988). 

11 See 19 U.S.C. § 1677(10). 
119 19 U.S.C. §§ 1677(7)(C)(v), 1677(7)(F)(iv). 
120 These ·arguments are discussed in the Negligibility section, infra. 
121 Report at Tables 18-23. 
122 Confidential Report ("CR") at 11-53; Public Report ("PR") at 11-24. 
123 See, ~. Japanese respondents' prehearing brief at 27-32; Ilva's prehearing brief at 17-18. 
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Although Japanese imports are primarily of high-permeability GOES and Italian imports 
of conventional GOES, there were some U.S. shipments of conventional GOES from Japan 
during 1993. 124 More significantly, however, it is estimated that the portion of the transformer 
market that can be satisfied by only high-permeability GOES amounts to less than 5 percent of 
the total transformer unit shipments.125 Finally, although Japanese GOES is sold predominately 
to transformer manufacturers and Italian GOES to stampers of laminations, there is competition 
between these imports as stampers sell laminations for use in a variety of transformers. 126 

In 1993, the volume and value of GOES from Japan and Italy separately were at levels 
that, in my view, clearly had discernible adverse effects on the domestic industry.127 Japanese 
and Italian GOES also separately accounted for non-negligible levels of the volume and value 
of U.S. consumption. 128 

Based on the foregoing, I find that there is a reasonable overlap of competition between 
imports from Japan and Italy themselves and with the domestic like product, and that imports 
from each country are not negligible. Accordingly, I find it appropriate to cumulatively assess 
the adverse impact on the domestic industry of imports from both Japan and Italy. 

Finally, I note that although imports from Italy are also currently subject to a Department 
of Commerce final antidumping investigation, the imports covered by that investigation are 
precisely those covered by the countervailing duty investigation here. Accordingly, cross
cumulation129 is not an issue in these investigations. 

II. MATERIAL INJURY BY REASON OF THE SUBJECT IMPORTS 

In determining whether the domestic industry is materially injured by reason of the 
subject imports, the statute requires that I 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 

(Im the impact of the imports of such merchandise on domestic 
producers of like products, but only in the context of production 
operations in the United States. 130 

In making this determination, the statute permits me to consider "such other factors as are 
relevant to the determination . . . , " including those within the conditions of competition that 

124 Report at Table Fl. 
125 Economic Memorandum, EC-R-051 at 26. The precise number is not disclosed to avoid any 

question as to its confidentiality. In this regard, I would note that, in my view, parties are increasingly 
too disposed to request that certain data are be treated as "business confidential." While in some 
instances, disclosure may truly be adverse to a party's business interests, I suspect that these instances are 
far fewer than alleged by the requesting parties. In particular, omission of so much data from the public 
opinions prevents the general public from discerning and understanding the factual bases for the 
Commission's decisions in these investigations. 

126 CR at 11-53; PR at 11-24. 
127 Report at Table 16. These numbers too cannot be disclosed as they are confidential. 
128 Report at Table 17. Here too precise percentages cannot be disclosed as they are confidential. 
129 See Bingham & Taylor v. United States, 673 F. Supp. 793 (Ct. Int'l Trade 1986), aff'd, 815 

F.2d 1482 (Fed. Cir. 1987). 
130 19 U.S.C. § 1677(7)(B)(i). 

I-21 



are distinctive to the affected industry .131 I am not required to determine that L TFV imports are 
"the principal, a substantial or a significant cause of material injury. 11132 Rather, a finding that 
LTFV imports are a cause of material injury is sufficient. 133 

Imports of GOES from Japan and Italy increased by more than 20 percent by volume 
and 18.6 percent by value between 1990-93.134 In contrast, domestic production of GOES 
declined by more than 20 percent during the period.135 The cumulated imports also accounted 
for an increasing share of the quantity and value of domestic consum&tion throughout the 
period, the former increasing by 18.1 percent and latter by 17.6 percent.1 I find the increase 
in volume, value and market share of cumulated imports between 1990-93 significant, 
particularly in light of declining domestic GOES production and total GOES consumption during 
the period.137 

Unit values for both the subject imports and the domestic product decreased irregularly 
during the period; however, the average unit value of the subject imports declined by nearly 
three times as a great a percentage as the decline in domestic unit values. 138 

The Commission collected pricing data for six different GOES products, however, direct 
price comparisons are available for only four of the six products. 13 For two of those four 
products, the domestic sales price was lower in the last quarter of 1993 than in the first quarter 
of 1990. 140 For one of the other two products, domestic prices fluctuated wildl~ during the 
period, increasing only slightly from the beginning of the period to the end. 41 For the 
remaining product, domestic prices were stable between 1990-92, then vacillated substantially 
during 1993. 142 

For the two products with lower domestic prices in 1993 than in 1990, subject import 
prices generally declined during the same period.143 In fact, for these two products, the subject 
imports undersold the domestic like products in approximately two-thirds of the direct price 
comparisons. 144 As compared to the domestic product which experienced wild price fluctuations 
during the period, prices for the subject imports remained fairly stable and beneath those of the 
domestic product, underselling the domestic product in nearly 80 percent of the available 
comparisons. 145 Finally, for the one domestic product with the stable selling price until 1993, 
prices for the comparable subject imports demonstrated a somewhat similar trend, albeit 
increasing earlier than in the period than the domestic price. 

I find that, in light of the declining and stagnant sales prices of most of the domestic 
products for which pricing information was collected, the subject imports' more rapidly 
decreasing unit values, and the fairly consistent underselling by the subject imports, the subject 
imports depressed and suppressed domestic prices to a significant degree. 

131 19 U.S.C. §§ 1677(7)(B)(ii), 1677(7)(C). 
132 S. Rep. No. 249, 96th Cong., 1st Sess. 57 and 74 (1979). 
133 See, ~. Metallverken Nederland. B.V. v. United States, 728 F. Supp. 730, 741 (Ct. lnt'l 

Trade 1989); Citrosuco Paulista S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. lnt'l Trade 1988). 
134 Report at Table 16. 
135 Report at Table 2. 
136 Report at Table 17. 
137 Report at Tables 1 ,2. 
138 Report at Tables 3, 16. 
139 Report at Tables 18-23. 
140 Report at Tables 18, 20. 
141 Report at Table 19. 
142 Report at Table 21. 
143 Report at Tables 18, 20. 
144 Id. 
145 Report at Table 19. 
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III. CONCLUSION 

Based on the foregoing, I determine that the domestic industry producing grain-oriented 
silicon electrical steel is materially injured by reason of imports of such steel from Italy and 
Japan which the Department of Commerce has respectively found to be subsidized and sold in 
the United States at less-than-fair-value. 
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ADDITIONAL AND DISSENTING VIEWS OF COMMISSIONER CRAWFORD 

On the basis of information obtained in these final investigations, I determine that an 
industry in the United States is materially injured by reason of imports of grain-oriented silicon 
electrical steel ("GOES") from Japan found by the Department of Commerce to be sold at less
than-fair-value (LTFV). I further determine that an industry in the United States is not 
materially injured or threatened with material injury by reason of subsidized and L TFV146 

imports of GOES from Italy. 
I concur in the conclusions of my colleagues with respect to like product, the domestic 

industry, and related parties. I also concur in their discussion of the condition of the domestic 
industry, and in the determination not to cumulate subject imports from Italy with subject 
imports from Japan. I further concur that an industry in the United States is materially injured 
by reason of subject imports from Japan. However, I dissent from my colleagues' affirmative 
determination with respect to subject imports from Italy. I determine that an industry in the 
United States is not materially injured or threatened with material injury by reason of subject 
imports from Italy. My analysis follows. 

I. ANALYTICAL FRAMEWORK 

Evaluating the effects of L TFV imports on domestic prices and the domestic industry 
requires an understanding of the economic factors affecting the domestic market. It is necessary 
to understand how purchasers of the product react to an increase or decrease in the price of the 
product they purchase (i.e. the elasticity of demand). It is also necessary to understand how the 
imported and domestic products are differentiated from each other and how that affects 
purchasers' decisions to buy the products. When purchasers can choose between imports and 
domestic products, differences between those products will affect the price purchasers are 
willing to pay for each. The extent of those differences determines whether purchasers buy 
relatively more of the domestic product when the relative price of the imported product 
increases (i.e. the elasticity of substitution). 

Similarly, when evaluating the impact of LTFV imports on the domestic industry, it is 
necessary to understand whether the industry could increase the volume of its production in 
response to an increase in the price of the domestic product (i.e. the elasticity of domestic 
supply). It is also necessary to understand other relevant economic factors, such as the 
composition of the industry, market segmentation, and the availability of nonsubject imports, 
that affect domestic prices and output. 

Having developed an understanding of the market and the domestic industry, I evaluate 
the effects of the dumping. To evaluate the effect of the dumping on domestic prices, I 
compare domestic prices that existed when the imports were dumped with what domestic prices 
would have been if the imports had been priced fairly. Similarly, to evaluate the impact on the 
domestic industry, I compare the state of the industry when the imports were dumped with what 
the state of the industry would have been if the imports had been priced fairly. In this regard, 
the impact on the domestic industry's prices and sales, and therefore revenues, is critical, 
because the impact on other industry indicators (e.g. employment, wages, etc.) is derived from 
the impact on revenues. 

146 At this point in time, the Department of Commerce has made only its preliminary determination 
of sales at LTFV. The final determination is scheduled for June 24, 1994; if affirmative, the Commission 
is scheduled subsequently to make its determination of whether an industry is materially injured or 
threatened with material injury by reason of LTFV imports from Italy. For purposes of my analysis, I 
have considered subject imports to be sold at LTFV and have used the preliminary margin. 
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I then determine whether the price and sales effects of the dumping, either separately or 
together, demonstrate that the domestic industry would have been materially better off if the 
imports had been priced fairly. If this is affirmative, I find that the domestic industry is 
materially injured by reason of dumped imports. 

II. BACKGROUND AND CONDITIONS OF COMPETITION 

A. Elasticity of Demand 

The elasticity of demand measures how purchaser demand responds to product price 
changes. It reflects several factors, including the product's cost as a percentage of total cost of 
the finished product, and the availability of substitute products and of alternative finished goods. 

The demand for GOES is derived from the demand for the downstream products in 
which it is used, principally distribution and power transformers. Record evidence indicates that 
GOES represents 6 to 22 percent of the total cost of power transformers, 12 to 30 percent of 
the total cost of distribution transformers, and an even smaller percentage of the final cost of the 
electricity. The only practical substitute for GOES is amorphous metals, which are currently 
used for only a small portion of the distribution transformer market. Although their use is 
increasing, the high cost of amorphous metals and the need for different production equipment 
limit significantly their substitutability with GOES. For these reasons, the demand for GOES 
is relatively inelastic, and purchasers are relatively insensitive to price increases. Therefore, I 
find that purchasers are unlikely to reduce their purchases of GOES significantly if prices 
increase. 

B. Elasticity of Substitution 

The elasticity of substitution measures how the quantity demanded of one product 
relative to another product responds to changes in the relative prices of these products. It 
depends upon the extent of product differentiation such as quality differences, and upon 
differences in terms and conditions of sale. Products are close substitutes if product attributes 
and terms and conditions of sale are similar. If products are close substitutes, purchasers will 
tend to respond more readily to relative price changes. In this investigation I find that the LTFV 
imports and the domestic products are not close substitutes for each other. 

I find that the elasticicy of substitution is low for subject imports from Japan and the 
domestic like product. That is, I find that subject imports are not good substitutes for the 
domestic product. The substitutability is limited substantially due to the product mix of subject 
imports and the domestic product and nonprice differences between the two products. The 
record demonstrates that substitutability between and among grades of GOES is limited primarily 
to one grade higher or lower in energy efficiency. 

The vast majority, *** percent, of Japanese imports consists of high permeability 
GOES, and nearly *** of these imports consists of a product that is not produced domestically. 
Virtually all of the remaining *** percent consists of grade M-3. On the other hand, high 
permeability GOES accounts for only ***percent of domestic shipments of GOES, while M-
3 accounts for about *** percent of domestic shipments. As a result, the vast majority of 
Japanese imports competes directly with only a small portion of domestic shipments, while a 
relatively small portion of Japanese imports competes directly with a more significant portion 
of domestic shipments. 

Overall, Japanese imports compete directly with less than *** of domestic shipments. 
The lack of direct competition with more than *** of domestic shipments reduces substantially 
the elasticity of substitution between Japanese imports and the domestic product. In addition, 
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the record demonstrates that Japanese imports generally are more energy efficient than the 
domestic product, which further reduces the substitutability between the two. 147 

For these reasons, I find that Japanese imports and the domestic product are not close 
substitutes. Therefore, if the price of Japanese imports increases, at least some Japanese high 
permeability GOES will likely still be sold, even though purchasers will likely buy considerably 
more domestic high permeability and M-2 GOES. 

I also find that the elasticity of substitution between Italian imports and the domestic 
product is low. That is, I find that Italian imports and the domestic industry are not good 
substitutes for each other. The substitutability is substantially limited due to the product mix of 
subject imports and the domestic product and nonprice differences between the two products. 

As previously noted, the record demonstrates that substitutability between and among 
grades of GOES is limited primarily to one grade higher or lower in energy efficiency. The 
overwhelming majority, *** percent, of Italian imports consists of grade M-6, the least energy 
efficient grade of GOES. The remaining minuscule amount, ***percent, consists of grade M-
3, M-4, and M-5. In other words, virtually all Italian imports consist of M-6. For the 
domestic industry, on the other hand, M-6 accounts only for about *** percent of domestic 
shipments. Therefore, fully*** percent of domestic shipments does not compete directly with 
Italian imports. Even including the limited substitutability between M-6 and M-4/M-5, nearly 
*** percent of domestic shipments does not compete at all with Italian imports.148 

In addition, two purchasers that accounted for *** percent and *** percent respectively, 
or *** percent of total Italian imports collectively, stated that they purchased Italian imports 
for nonprice reasons. One purchased Italian imports for quality reasons, and the other 
purchased Italian imports expressly to maintain an alternative source of supply. In other words, 
*** of Italian imports did not compete with the same grade of the domestic product, due to 
quality or product differentiation and other nonprice reasons.149 

Overall, Italian imports compete directly with about*** percent of domestic shipments. 
The lack of direct competition with nearly *** percent of domestic shipments reduces 
substantially the elasticity of substitution between Italian imports and the domestic product. In 
addition, the record demonstrates that *** of Italian imports does not compete with the same 
grade of the domestic product, which further reduces the overall substitutability between the 
two. 150 

For these reasons, I find that Italian imports and the domestic product are not good 
substitutes. Therefore, if the price of Italian imports increases, purchasers will likely continue 
to buy some Italian imports and will likely switch to domestic products only if alternative 
sources of supply are not available. 

C. Elasticity of Domestic Supply 

I find that the elasticity of domestic supply is high; that is, the domestic industry would 
have been able to increase its output as a result of an increase in prices. In 1993, capacity 
utilization was *** percent. In addition, there are large inventories available for sale in the 
market, and significant export markets exist so that the domestic industry is able to shift 
production into and out of the U.S. market.m For these reasons, I find that the domestic 
industry is readily able to increase its output in response to an increase in prices. 

147 EC-R-051 at 24 to 29. 
148 EC-R-051 at 5. 
149 EC-R-051 at 23. 
150 EC-R-051 at 22 to 24. 
isi EC-R-051 at 17 to 19. 
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D. Characteristics of the U.S. Market 

There are two producers of GOES in the United States. One firm produces only 
conventional grades. The other firm produces primarily conventional grades, but also produces 
high-permeability GOES. Nonsubject imports were concentrated in the least energy efficient 
grades (i.e. M-4/M-5 and M-6), with *** nonsubject imports of high permeability GOES. 
Therefore, nonsubject imports were available as an alternative source of supply to purchasers 
of Italian imports, but not to purchasers of Japanese imports. 

III. MATERIAL INJURY BY REASON OF LTFV IMPORTS FROM JAPAN 

In determining whether a domestic industry is materially injured by reason of the L TFV 
imports, the statute directs the Commission to consider: 

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

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

(Iln the impact of imports of such merchandise on domestic producers of like 
products, but only in the context of production operations within the United 
States . . . . u2 · 

In assessing the effect of L TFV imports, I compare the current condition of the domestic 
industry with the condition that would have existed had imports been fairly priced. u3 Then, 
taking into account the condition of the industry, I determine whether any resulting change of 
circumstances constitutes material injury. For the reasons discussed below, I find that the 
domestic industry is materially injured by reason of LTFV imports from Japan. 

A. Volume of the Subject Imports 

In 1993, the domestic industry's market share was ***percent by value, and the market 
share of subject imports from Japan was *** percent by value. Based on this market share, I 
find the volume of L TFV imports to be significant. 

B. Effect of Subject Imports on Domestic Prices 

To analyze the effect of L TFV imports on domestic prices of the like product, I consider 
a number of factors relating to the industry and the nature of the products. These factors 
include the availability of substitute products in the market, the degree of substitutability 
between the L TFV imports and the domestic like product, the presence of fairly traded imports, 
and the degree of market power that can be exercised by domestic producers. I find the LTFV 
imports had no significant price effects. 

If the price of Japanese imports had been increased to fairly priced levels, one would 
expect that the domestic industry would have been able to increase its prices because demand 
is inelastic. However, competition within the domestic industry and the high elasticity of supply 
due to available capacity would have prevented domestic price increases. 

152 19 U.S.C. § 1677(7)(B)(i). In making its determination, the Commission may consider "such 
other economic factors as are relevant to the determination." 19 U.S.C. § 1677(7)(B)(ii). 

153 19 u.s.c. § 1677(7)(C)(iii). 

1-28 



The dumping margin of 31.02 percent means that the Japanese imports would have been 
priced up to 31 percent higher had they been fairly traded. Even though Japanese imports and 
the domestic products are, on balance, poor substitutes, that price increase would have caused 
many purchasers to switch from the subject imports to domestic high-permeability GOES and 
M-2 grade. As a result, substantially fewer Japanese imports would have been sold. Domestic 
capacity utilization is *** percent, and thus the domestic industry would have been able to 
supply the market share held by Japanese imports. Although there are only two domestic 
producers, record evidence demonstrates that they compete actively in the market. Therefore, 
attempts by one producer to increase prices would have been met and "beaten back" by the 
other producer. 

C. Impact of Subject Imports on the Domestic Industry 

In assessing the impact of L TFV imports on the domestic industry, I consider, among 
other relevant factors, output, sales, inventories, capacity utilization, market share, employment, 
wages, productivity, profits, cash flow, return on investment, ability to raise capital and 
research and development. IS4 These factors either encompass or reflect the volume and price 
effects of the dumped imports, and so I must gauge the impact of the dumping through those 
effects. In this case, I find that the domestic industry's output was adversely affected by the 
dumping of Japanese imports. 

As discussed above, I find that substantially fewer Japanese imports would have been 
sold at fairly traded prices. However, because of available capacity and competition between 
the domestic producers, domestic prices would not have increased if subject imports had been 
priced fairly. Therefore, any impact of subject imports on the domestic industry would have 
been on the volume of the domestic industry's output and sales. 

There are no nonsubject imports of high permeability GOES, and purchasers have no 
alternative source of supply to tum to in response to a substantial decrease in the sales of 
Japanese imports. However, the domestic industry had sufficient available capacity to satisfy 
the demand increase resulting from reduced Japanese sales. Therefore, the domestic industry 
would have increased its output and sales significantly, and thereby also its revenues 
significantly. Consequently, I find that the domestic industry would have been materially better 
off if Japanese imports had been priced fairly. Therefore, I determine that the domestic industry 
is materially injured by reason of L TFV imports from Japan. 

IV. NO MATERIAL INJURY BY REASON OF SUBSIDIZED AND LTFV IMPORTS 
FROM ITALY 

In my determination that the domestic industry is not materially injured by reason of 
subject imports from Italy, I have considered the required statutory factors and employed my 
analysis discussed above. My analysis follows. 

A. Volume of the Subject Imports 

In 1993, the domestic industry's shipments of GOES accounted for a market share of 
*** percent by quantity, and the market share of subject imports from Italy was *** percent 
by quantity. 155 Based on this relatively small market share and the low elasticity of substitution, 
I do not find the volume of subject imports to be significant. 

IS4 19 u.s.c. § 1677(C)(iii). 
155 Report Table C-1. 

1-29 



B. Effect of Subject Imports on Domestic Prices 

To analyze the effect of subject imports on domestic prices of the like product, I 
consider a number of factors relating to the industry and the nature of the products. These 
factors include the availability of substitute products in the market, the degree of substitutability 
between the subject imports and the domestic like product, and the presence of fairly traded 
imports. For the reasons stated below, I find that the subject imports had no significant price 
effects on the domestic industry. 

Giving the domestic industry the benefit of the doubt, I have assumed that the entire 
subsidy margin of 24.42 percent has been passed through in the prices of Italian imports. I 
have also included the effects of the 5.62 percent preliminary dumping margin in my analysis. 
If subject imports and the domestic product were good substitutes, the combined effects of these 
margins would likely have been to price Italian imports out of the market. However, as 
discussed above, the two are poor substitutes, so the effects of eliminating the subsidies and 
dumping are not as great. 

If the price of Italian imports had been increased to fairly priced levels, one would 
expect that the domestic industry would have been able to increase its prices because demand 
is inelastic. However, competition in the market between domestic producers and with 
nonsubject imports and the low elasticity of substitution would have prevented domestic price 
increases. 

Giving petitioners the benefit of the doubt, I have assumed that no Italian imports would 
have been sold in the domestic market had they been offered at fairly traded prices. Domestic 
capacity utilization is *** percent, and therefore the domestic industry would have been able 
to supply the market share held by Italian imports. Although there are only two domestic 
producers, record evidence demonstrates that they compete actively in the market. Therefore, 
attempts by one producer to increase prices would have been met and "beaten back" by the 
other producer. A further limitation on the ability of domestic producers to increase their prices 
is the availability of substantial quantities of nonsubject imports in the market giving purchasers 
access to alternative sources of supply. As a result, I find that competition between the 
domestic producers themselves, and from nonsubject imports, would have minimized or 
prevented any price increase for the like product even without the presence of subject imports. 
Hence, subject imports cannot be found to have had any adverse effect on domestic prices. 

C. Impact of Subject Imports on the Domestic Industry 

In assessing the impact of L TFV imports on the domestic industry, I consider, among 
other relevant factors, output, sales, inventories, capacity utilization, market share, employment, 
wages, productivity, profits, cash flow, return on investment, ability to raise capital and 
research and development. 156 These factors either encompass or reflect the volume and price 
effects of the dumped imports, and so I must gauge the impact of the dumping through those 
effects. 

As discussed above, I have assumed that no subject imports would have been sold in the 
domestic market at fairly traded prices. Because of competition in the U.S. market, domestic 
prices would not have increased had subject imports been priced out of the market. As a result, 
any impact of subject imports on the domestic industry would have been on the volume of the 
domestic industry's output and sales. 

156 19 U.S.C. § 1677(C)(iii). 
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The domestic industry's capacity utilization rate was ***percent in 1993. Therefore, 
if subject imports had been priced out of the market, the domestic industry had more than 
sufficient available capacity to replace them. Nonsubject imports were also available to satisfy 
demand had subject imports not been in the market. 

Subject imports and the domestic product are poor substitutes. Thus, purchasers are 
more likely to have purchased nonsubject imports than domestic GOES had subject imports 
been sold at fairly traded prices. The record includes evidence that fully ***of Italian imports 
is bought by purchasers for specific nonprice reasons (quality differences and the need to 
maintain alternative sources of supply). Consequently, purchasers are unlikely to have switched 
to the domestic product, even if Italian imports were not available. In fact, the domestic 
industry would have had the opportunity to compete only for the sales of *** of subject imports, 
had they been priced out of the market. I have given petitioners the benefit of the doubt and 
assumed that the domestic industry would have captured this entire *** of the market share of 
subject imports. 

If the domestic industry had captured this *** of the displaced Italian market share, it 
would have increased its market share by less than ***percent. This increase in market share 
is so small that the domestic industry's output and revenues would not have increased 
significantly. Consequently, I conclude that, even giving the benefit of the doubt to the 
domestic industry, it would not have been materially better off if subject imports had been fairly 
priced. Therefore, I determine that the domestic industry is not materially injured by reason of 
subsidized and LTFV imports of GOES from Italy. 

V. NO THREAT OF MATERIAL INJURY BY REASON OF SUBSIDIZED AND L TFV 
IMPORTS FROM ITALY 

I have considered the enumerated statutory factors that the Commission is required to 
consider in its determination. 157 A determination that an industry "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. "158 

I am mindful of the statute's requirement that my determination must be based on 
evidence, not conjecture or supposition. Accordingly, I have distinguished between mere 
assertions, which constitute conjecture or supposition, and the positive evidence159 that I am 
required by law to evaluate in making my determination. 

None of the subsidies found by Commerce are export subsidies. However, in my 
determination of no material injury by reason of subject imports, I gave petitioners the benefit 
of the doubt by assuming that the entire amount of the subsidies has been passed through to 
prices of subject imports in the United States. I make the same assumption in my analysis of 
threat of material injury by reason of subject imports. 

There has been no increase in Italian capacity, and capacity utilization was fairly high 
in 1993. Capacity utilization is projected to *** in 1994, and so it is likely that some 
production capacity will be available to increase exports of GOES from Italy. However, I find 
that the available capacity is not likely to result in a significant increase in imports of Italian 
GOES into the United States. First, there are significant export markets for Italian GOES, so 
the foreign producer is not primarily reliant on the U.S. market. Second, Italian exports to the 
United States are projected to *** in 1994. Finally, GOES represents a *** of the Italian 
producer's total production, evidence that the Italian firm's economic interests lie almost 

IS7 19 U.S.C. § 1677{F)(i). 
158 19 u.s.c. § 1677(7)(F)(ii). 
is9 See American Spring Wire Corporation v. United States, 590 F., Supp. 1273 (1984). 
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exclusively in producing other products. For these reasons, I find that the information relevant 
to production capacity and unused or underutilized capacity in the exporting countries does not 
represent evidence that any threat of material injury is real or that actual injury is imminent. 

While the market share of subject imports increased from *** percent in 1990 to *** 
percent in 1993, it only increased by ***percentage points from 1992 to 1993. I do not find 
this to be a "rapid increase" in market penetration. In addition, because subject imports and the 
domestic product are poor substitutes, I find little, if any, likelihood that the market penetration 
will increase to injurious levels. Therefore, I find that the increase in market penetration does 
not constitute evidence that any threat of material injury is real or that actual injury is imminent. 

There were no inventories of Italian GOES in the United States in 1993. Therefore, 
there are no U.S. inventories to constitute a threat of material injury. 

In my determination that there is no material injury by reason of subject imports, I 
demonstrated that subject imports have had no significant effect on domestic prices. In light of 
the domestic industry's capacity utilization rate, the low elasticity of substitution, and the 
availability of nonsubject imports, I find no positive evidence that this will change in the 
immediate future. Therefore, I conclude that subject imports will not enter the United States at 
prices that will have a depressing or suppressing effect on domestic prices. 

I find no evidence of any other demonstrable adverse trends that indicate the probability 
that subject imports will be the cause of actual injury. 

For the reasons stated above, I find that the domestic industry is not threatened with 
material injury by reason of subject imports from Italy. 

VI. CONCLUSION 

On the basis of the record, I determine that the domestic industry is materially injured 
by reason of subject imports from Japan. I further determine that the domestic industry is not 
materially injured or threatened with material injury by reason of subject imports from Italy. 
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INTRODUCTION 

Institution 

Following preliminary determinations by the U.S. Department of Commerce (Commerce) that 
imports of certain grain-oriented silicon electrical steel1 from Italy are being subsidized by the 
Government of Italy, and imports of such merchandise from Italy and Japan are being, or likely to be, 
sold in the United States at less than fair value (LTFV), the U.S. International Trade Commission 
(Commission), effective January 28, 1994, instituted investigations Nos. 701-TA-355 (Final) and 731-
TA-659 and 660 (Final) under sections 705(b) of the Tariff Act of 1930 (19 U.S.C. § 1671d(b)) (the 
Act) and 735(b) of the Act (19 U .S.C. § 1673d(b)) to determine whether 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. Notice of the institution of the 
Commission's investigations, and of the public hearing 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 February 23, 1994 (59 F.R. 
8658).2 The hearing was held in Washington, DC on April 12, 1994.3 

Commerce's final countervailing duty determination on Italy and its final antidumping 
determination on Japan were made on April 11, 1994, and April 18, 1994, respectively.4 The applicable 
statute directs that the Commission make its final injury determinations within 45 days after the final 
determinations by Commerce. 

Background 

These investigations result from a petition filed by counsel on behalf of Allegheny Ludlum Corp. 
(Allegheny), Pittsburgh, PA; Armco, Inc. (Armco), Butler, PA; the Butler Armco Independent Union, 
Butler, PA; the United Steelworkers of America, Pittsburgh, PA; and the Zanesville Armco Independent 
Union, Zanesville, OH (collectively hereinafter "petitioners") on August 26, 1993, alleging that an 
industry in the United States is being materially injured and is threatened with further material injury 
by reason of subsidized imports from Italy and LTFV imports from Italy and Japan5 of grain-oriented 
silicon electrical steel. In response to that petition, the Commission instituted countervailing duty 
investigation No. 701-TA-355 (Preliminary) under section 703(a) of the Act (19 U.S.C. § 1671b(a)) and 
antidumping investigations Nos. 731-TA-659 and 660 (Preliminary) under section 733(a) of the Act 
(19 U .S.C. 1673b(a)) and, on October 12, 1993, determined that there was a reasonable indication of 
such material injury. 

1 As defined by Commerce, the grain-oriented silicon electrical steel covered by these investigations is an alloy 
steel containing by weight at least 0.6 percent of silicon and not more than 0.08 percent of carbon (the steel may 
also contain by weight not more than 1.0 percent of aluminum but no other element in an amount that would give 
it the characteristics of another alloy steel), of a thickness of no more than 0.56 millimeter, in coils of any width, 
or in straight lengths which are of a width measuring at least 10 times the thickness, with its constituent molecular 
crystals oriented primarily in one direction, provided for in subheadings 7225.10.00, 7226.10.10, and 7226.10.50 
of the Harmonized Tariff Schedule of the United States (HTS). 

2 Copies of cited Federal Register notices are presented in app. A. 
3 A list of witnesses at the hearing is presented in app. B. 
4 Commerce is scheduled to make its final antidumping determination on Italy on June 24, 1994. 
5 Armco, the Butler Armco Independent Union, and the Zanesville Armco Independent Union are not petitioners 

in the antidumping investigation concerning Japan. Armco, however, indicated that it supports the antidumping 
petition concerning Japan filed by Allegheny and the United Steelworkers of America. Conference transcript, p. 
48. 
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PREVIOUS AND RELATED COMMISSION INVESTIGATIONS 

In 1988, Allegheny filed a petition under section 337 of the Act. In the petition, Allegheny 
alleged that grain-oriented silicon electrical steel produced by Nippon Steel Corp. (Nippon) and imported 
into the United States was produced in violation of U.S. Patent No. 3,855,018 held by Allegheny. 
However, the Commission did not initiate a section 337 investigation in response to the complaint 
because it found that Allegheny did not satisfy the statute's definition of an "industry." That is, although 
Allegheny produced a product that it felt was competitive with that exported to the United States by 
Nippon, it was not producing a product pursuant to its own patent. Therefore, the Commission found 
that in the absence of significant investment in plant and equipment, significant employment of labor and 
capital, and substantial investment in the exploitation of the patent at issue, Allegheny did not have 
standing under section 337 of the Act.6 

THE PRODUCT 

Description 

Grain-oriented silicon electrical steel is a flat-rolled steel product sold in sheet or strip form and 
having a grain structure that permits it to conduct a magnetic field with a high degree of efficiency. The 
subject steel is used in the manufacture of power and distribution transformers as well as specialty 
transformers7 because of its superior magnetic properties, chiefly its higher permeability8 and lower core 
loss,9 compared with non-grain-oriented silicon electrical steel. 

Grain-oriented silicon electrical steel typically ranges in gauge or thickness up to 
0.457 millimeter (mm)10 and is sold in various lengths, in either sheet or strip width. The standard full
width size of grain-oriented silicon electrical steel sheet in the United States is 34 inches.11 Grain
oriented silicon electrical steel is subjected to specialized rolling and annealing processes which yield 
grain structures uniformly oriented in the rolling (or lengthwise) direction of the sheet. 

6 Transcript of the Commission meeting, Docket No. 1479, Jan. 4, 1989, p. 5; and postconference brief of 
petitioners, attachment 1, p. 1. 

7 Transformers can be of the liquid or dry type. Liquid types have an insulating oil inside and are used for 
power and distribution transformers. Dry transformers lack insulating/cooling liquids and are used in appliances, 
electronic components, and motors as well as some power transformers. Telephone conversation with M. Barnett, 
Ste~toe & Johnson, counsel to Nippon Steel, May 6, 1994. 

Permeability refers to the ease of magnetiz.ation of the grain-oriented silicon electrical steel. 
9 Core loss is a measure of the amount of electrical energy that is lost as heat when magnetic flux flows through 

the steel. Most transformers include a core made of grain-oriented silicon electrical steel: either a stacked core 
or a wound core. Stacked cores consist of steel laminations stacked one on top of the other around the perimeter 
of the transformer. Electric wires are then fitted over the core structure to complete the core; the final shape of 
the core resembles a box without a top or a bottom. Wound cores are made by winding a continuous length of 
steel into a circular, or doughnut, form. The doughnut shape is pressed into a rectangular shape, heat treated, then 
paired with coiled electric wires. Production of the wound core is not as labor-intensive, but the wound core's use 
is limited to smaller transformers because of the physical drawbacks of winding large amounts of steel. Petition, 
p. 118; conference transcript, pp. 51-53; andjointprehearing brief of Kawasaki and Nippon, p. 17. 

10 Petition, p. 4. In its definition of the scope of these investigations, Commerce specified that grain-oriented 
silicon electrical steel can range up to 0.56mm in thickness. 

11 The bulk of the Italian producer ILVA's exports of grain-oriented silicon electrical steel to the United States 
is in widths greater than 34 inches, which ILVA noted permits additional cuts in customers' slitting patterns. 
Conference transcript, pp. 152-153, and prehearing brief of ILVA, p. 39. The grain-oriented silicon electrical 
steel produced in Japan is in standard widths of either 36 inches or 1 meter. Postconference brief of Kawasaki 
Steel Corp. (Kawasaki), exhibit B, p. 23. 
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Grain-oriented silicon electrical steel is identified by grades developed by the American Iron and 
Steel Institute (AISI) and the American Society for Testing and Materials (ASTM). 12 The subject 
products consist of alloy steel containing by weight at least 0.6 percent but not more than 6 percent of 
silicon and not more than 0.08 percent of carbon. They may also contain by weight not more than one 
percent of aluminum but no other element in a proportion that would give the steel the characteristics 
of another alloy steel. 

Grain-oriented silicon electrical steel is normally produced to maximum core loss values specified 
by the ASTM/ AISI designations. The domestic industry produces a wide range of grain-oriented silicon 
electrical steel from the relatively thick conventional grade M-6, which has the highest core loss (i.e., 
the lowest energy efficiency), to the thin-gauge conventional grades such as M-2 and to the high
permeability grades having lower core losses. 13 However, within each grade of grain-oriented silicon 
electrical steel, magnetic characteristics differ in that the same grade made by two producers will have 
different average core losses. 14 

The petitioners argue that different grades of grain-oriented silicon electrical steel compete 
directly with one another because materials are selected by manufacturers to yield the lowest "total 
ownership cost," or TOC, for each customer. The TOC evaluates the steel's core loss and price, among 
other factors, in the context of the utility company's energy loss specifications to determine the optimum 
grade of steel required to produce the lowest TOC transformer. 15 Petitioners state that the different 
grades of the subject product are essentially points along a continuum of varying core losses, all of 
which compete directly with one another at different pricing points because of the price/performance 
tradeoff that must be made when selecting a particular grade. 16 

Petitioners state that the core loss of any grade of steel is not a constant but rather is highly 
dependent upon the magnetic flux density in the steel. Hence, the transformer designer can reduce the 
total power losses of a transformer not only by switching to a lower-loss grade of steel but also by 
lowering the flux density at which the steel is operated in the transformer. This latter method is much 
more effective for conventional steels than high-permeability steel because of the difference between the 
two steel types in the dependence of their core losses on flux density. This difference allows 
conventional steels to compete against lower-loss, high-permeability steels. Also, high-permeability 
steels have significantly higher transformer destruction factors 17 than do conventional steels. This also 
acts to offset the lower loss of the high-permeability steels. 

Japanese respondents, however, state that high-permeability, very low-core-loss grain-oriented 
silicon electrical steel (used for high-efficiency transformer applications) and low-permeability, 
conventional-core-loss grain-oriented silicon electrical steel (used for low-efficiency or less-demanding 

12 Petition, pp. 4-5. The ASTM specification for grain-oriented silicon electrical steel identifies separate core
loss designations for conventional and high-permeability types; the trade designations are M-2 through M-6 and 
M-OH through M-4H, respectively. 

13 Petition, p. 140. Japanese respondents assert that the U.S. industry produces only one high-permeability 
low-core-loss product suitable for use only in stacked core transformers and that only the Japanese have developed 
a high-permeability product for applications in low-core-loss wound core transformers or in ultra-low-core-loss 
applications. Postconference brief of Kawasaki, pp. 19 and 23. 

14 Conference transcript, p. 57, and hearing transcript, p. 16. 
15 Petition, pp. 140-142, and conference transcript, pp. 84-85. Some transformer customers are indifferent to 

the cost of operating a transformer. Their transformer requirements are referred to as non-evaluated. 
Postconference brief of Kawasaki, p. 16, and hearing transcript, p. 83. 

16 Conference transcript, p. 33, and hearing transcript, p. 47. 
17 Destruction factor is a measure of the degree to which the process of building the transformer increases the 

core loss of the steel (i.e., reduces its efficiency) compared to the guaranteed maximum core loss of the steel as 
shipped from the mill. The cutting, stacking, and other handling of the steel involved in building a transformer 
introduces stresses into the steel, which cause its efficiency once built to be less than its efficiency in coil form at 
the mill. Telephone conversation with Mr. Anthony L. Von Holle, Principal Research Engineer, Electrical Steel 
Research, Research and Technology, Armco, Mar. 16, 1994. 
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transformer, motor, and ballast applications) are not substitutable. 18 They assert that the products are 
distinguished in part by their distinctive permeability, core loss levels, chemistries, and magnetostriction 
("noise" generated when electrical energy travels through a transformer). 19 

Because all of the subject steel sold in the United States conforms to ASTM/AISI specifications, 
domestic and imported products with identical specifications are presumably interchangeable in terms of 
product characteristics and quality. Petitioners state that the domestic industry manufactures the full 
spectrum of products and competes directly with all the subject imports for sales in the U.S. market. 2D 

Respondents for Japan, however, state that in terms of high-permeability grain-oriented steel, domestic 
products have significantly higher core losses than Japanese products, making the domestic products 
inappropriate for many applications.21 Certain high-permeability ultra-low-core-loss grain-oriented 
product are not produced in the United States. Similarly, permanently domain-refined grain-oriented 
silicon electrical steel, a specialized product used increasinglf2 in high-efficiency distribution 
transformers where annealing is part of the transformer manufacturing process, is also not produced in 
the United States. 

Manufacturing Process23 

The manufacturing process for grain-oriented silicon electrical steel begins with the melting 
process, during which scrap and ferroalloys are melted in either an electric furnace or a basic-oxygen 
furnace (see figure 1). The molten steel is then passed through a vacuum degassing station where the 
steel's chemistry is refined by the addition of silicon and other ferroalloys and the reduction of 
contaminants. Either ingot casting or continuous casting follows. Ingots are hot-rolled into slab, 
whereas continuous cast slabs are cast directly into semifinished shapes having the desired cross
sectional dimensions. The resulting slabs are hot-rolled into a sheet of the desired thickness. The 
production process for grain-oriented silicon electrical steel and stainless steel, up to this point, is 
essentially the same in that the two different types of steel can be melted in the same furnace and hot
rolled on the same hot-strip mill.24 

After hot-rolling, the steel sheet, in the form of a coil, is surface-smoothed, annealed, and 
pickled. The steel coil then is cold-reduced twice, continuously annealed two times, and decarburized 
and coated (to prevent sticking and to reduce current flow between steel layers in a transformer core). 
Next, the steel is high-temperature batch annealed to promote grain growth and the formation of a glass
like insulating coating. The coiled sheet is then thermal flattened and may be laser scribed25 to improve 
the steel's magnetic properties; a second coating may be applied to improve electrical resistance. The 
sheet is inspected, slit to a narrower width if needed, and packaged for shipment. 

18 Postconference brief of Kawasaki, p. l, and hearing transcript, pp. 86-87. Japanese respondents further note 
that high-permeability and conventional grain-oriented silicon electrical steel are not interchangeable products 
because the transformer producers' strict specifications of core loss, size, weight, noise level, and transformer 
desi~ preclude such changes. Conference transcript, pp. 106-107, and hearing transcript, p. 91. 

Postconference brief of Kawasaki, pp. 4-7. 
20 Conference transcript, p. 18, and hearing transcript, pp. 41-50. 
21 Conference transcript, p. 101, and hearing transcript, p. 93. 
22 Permanently domain-refined material accounted for 47 .5 percent of subject high-permeability exports from 

Japan in 1993, having increased steadily from 12.3 percent in 1990. Joint posthearing brief of Nippon and 
Kawasaki, Apr. 20. 1994, Appendix 6. 

23 This section is based on information from the U.S.X. Corp., The Making, Shaping, and Treating of Steel; 
from the American Iron and Steel Institute, Steel Products Manual: Electrical Steels (January 1983); and from 
a field visit on Mar. 9, 1994, to Armco, a U.S. producer. 

24 .......... 

25 I..aser scribing is a process by which a laser etches tiny lines into the surface of the steel to reduce grain size. 
It is done primarily on certain high-permeability steel, although petitioners note that this process is also performed 
on some conventional grain-oriented silicon electrical steel. Postconference brief of petitioners, p. 5. 
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Figure 1: Flow of steel making process for grain-oriented silicon electrical steel 
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Certain steps in the production process differ for conventional versus high-permeability grain
oriented silicon electrical steel. For example, the different chemistries of these two types of steel are 
partly achieved at the vacuum degassing stage in which certain alloys are added.26 Additionally, a 
specialized type of high-permeability grain-oriented silicon electrical steel, known as permanently 
domain-refined,27 requires additional steps, including etching and recoating of the steel's surface. 

The production processes used by domestic and foreign producers are essentially the same. 211 

Any differences in manufacturing processes generally reflect differences in production equipment and 
processing technology. 

Uses 

Grain-oriented silicon electrical steel is used primarily in the production of the cores of large
and medium-sized electrical energy power transformers and distribution transformers (see figure 2), the 
designs of which effectively utilize the directional magnetic properties of the grain-oriented silicon 
electrical steel. These properties help to transform electric power from a high-voltage form generated 
by a power plant to levels appropriate for local distribution. Distribution transformers, which are 
smaller than power transformers, further reduce the electrical voltage to levels suitable for commercial 
and residential consumers. Some grain-oriented silicon electrical steel, principally grade M-6, is used 
by stampers to punch laminations for use in equipment having smaller transformers, such as appliances 
and aerospace, aeronautical, and electronic equipment.29 Transformer manufacturers account for more 
than 95 percent of the grain-oriented silicon electrical steel market. Of this amount, approximately 
80 percent of the shipments are to manufacturers of transformers used by utility companies. Shipments 
of grain-oriented silicon electrical steel to markets other than the transformer customers are primarily 
to electric generator manufacturers. 30 

According to the Japanese respondents, the high-permeability product primarily services the 
evaluated transformer market, of which the utility companies constitute the major portion, and the 
conventional product primarily services the non-evaluated market, which ·consists of small electric 
product manufacturers, low-voltage transformer makers, appliance producers, and similar customers. 31 

Petitioners argue, however, that they sell their products to the evaluated transformer market in direct 
competition with the respondents' product.32 

Substitute Products 

There are very few practical substitutes for grain-oriented silicon electrical steel because of the 
electromagnetic properties necessary to transform electric power efficiently from a form that is generated 
at a power plant to a form that can be used by a consumer. These specialized magnetic properties also 
preclude interchangeability with any other types of steel, including non-grain-oriented silicon electrical 

26 Postconference brief of Kawasaki, p. 7, and ***. 
27 "Domain refining" is the process of reducing the size of the individual domains, or grains, in grain-oriented 

silicon electrical steel. Methods of accomplishing this include laser scribing (described above), plasma jet scribing, 
mechanical scribing, and electronic beam scribing. Permanently domain-refined steel (mechanically etched and then 
recoated) is able to withstand the stress-relief annealing (controlled heating) required for the production of certain 
transformers without losing its domain-refined characteristics. 

211 Conference transcript, pp. 54 and 168, and postconference brief of Kawasaki, exhibit B, p. 13. 
29 Conference transcript, pp. 60-61. 
30 Conference transcript, pp. 62-63. 
31 Postconference brief of Kawasaki, p. 16. 
32 Conference transcript, pp. 22-24. 
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Figure 2: Schematic of the transmission of electric power 
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steel, carbon steel, and stainless steel.33 The achievement of acceptable magnetic performance in 
transformer cores made from steel other than grain-oriented silicon electrical steel would require an 
enormous amount of material and would make the transformers prohibitively large and heavy. 

One substitute, however, amorphous metal, is a non-steel material used to make transformers 
for which very high operating efficiency is demanded. Unlike grain-oriented silicon electrical steel, 
amorphous metal has a noncrystalline structure, which gives the metal a lower core loss than grain
oriented silicon electrical steel. Amorphous metal is believed by petitioners to have application in very 
limited areas of the grain-oriented silicon electrical steel market and to account for approximately 
2 percent of the total transformer market. 34 Purchasers and Counsel for GE argues that amorphus metals 
are growing in importance and estimates that they currently account for *** of the transformer market. 35 

Japanese respondents contend that amorphous metal very actively substitutes for high-permeability grain
oriented silicon electrical steel in high-loss, evaluated transformer applications.36 Respondents further 
state that the core loss of amorphous metals can be significantly lower than that of the lowest core loss 
grain-oriented silicon electrical steel. However, amorphous metals generally are only used for wound 
core transformers. 37 

U.S. Tariff Treatment 

Imports of grain-oriented silicon electrical steel subject to these investigations are provided in 
HTS subheadings 7225.10.00, 7226.10.10, and 7226.10.50 (statistical reporting numbers 7225.10.0030, 
7226.10.1030, 7226.10.5015, and 7226.10.5065). The column 1-general rates of duty for grain
oriented silicon electrical steel (applicable to imports from both Italy and Japan) are 5.8 percent ad 
valorem for widths of 300mm or more (7225.10.00 and 7226.10.10) and 7.0 percent ad valorem for 
widths of less than 300mm (7226.10.50). These statistical reporting numbers were created in 1993, at 
the request of petitioners, by the interagency Committee for Statistical Annotation of Tariff Schedule.38 

THE NATURE AND EXTENT OF SUBSIDIBS 

On April 18, 1994, Commerce published in the Federal Register (59 F.R. 18357) its final 
determination that benefits which constitute subsidies within the meaning of section 701 of the Act are 
being provided to manufacturers, producers, or exporters in Italy of grain-oriented silicon electrical steel. 
Commerce's period of investigation was calendar year 1992. Commerce found the following programs 
to be countervailable: 

33 Petition, pp. 116 and 121, and conference transcript, p. 14. 
34 Conference transcript, pp. 69-70, and **•. 
"D. Cameron, Morrison & Foerster, counsel to GE, conversation with Commission staff, Apr. 22, 1994. 
36 Conference transcript, p. 116, and prehearing brief of GE, pp. 6-7. 
37 Postconference brief of Kawasaki, exhibit B, p. 10. Staff believes that amorphous metal does compete with 

both high- and conventional-permeability grain-oriented silicon electrical steel, but that amorphous metal's relatively 
higl!er cost to the transformer producer limits its use. 

38 Prior to the creation of the new statistical breakouts, grain-oriented silicon electrical steel was classified 
with other silicon electrical steels under HTS statistical reporting numbers 7225.10.0000, 7226.10.1000, 
7226.10.5030, and 7226.10.5060. 
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Program 

Benefits associated with the 1988-90 restructuring . . . . . . . . . . 
Interest-free loan to IL VA . . . . . . . . . . . . . . . . . . . . . . . . 
Equity infusions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
The transfer of Lovere and Trieste to Terni in 1982 . . . . . . . . . 
Law 675/77 preferential financing . . . . . . . . . . . . . . . . . . . . 
Urban redevelopment financing under law 181/89 ......... . 
ECSC article 54 loans . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Total ................................... . 

Subsidy 
(percent ad valorem) 

12.10 
0.49 
9.71 
0.41 
0.59 
0.10 
1.02 

24.42 

Accordingly, Commerce directed the U.S. Customs Service to suspend liquidation of the subject 
merchandise and to require a cash deposit or bond in the amount of 24.42 percent ad valorem. 

TIIE NATURE AND EXTENT OF SALES AT LTFV 

On April 25, 1994, Commerce published in the Federal Register (59 P.R. 19693) its final 
determination that imports of grain-oriented silicon electrical steel from Japan are being, or are likely · 
to be, sold in the United States at LTFV. Commerce's period of investigation was March 1, 1993, 
through August 31, 1993. In the case of Italy, Commerce is scheduled to make its final determination 
on June 24, 1994. Commerce based its calculation of the United States price on purchase prices paid 
by unrelated customers in the United States. It based its calculation of foreign market value on home 
market sales, except in those cases in which home market sales were made at prices below the cost of 
production; in such cases, foreign market value was based on constructed value. In the case of Japan, 
because both of the major foreign producers failed to respond to Commerce's questionnaire, it based its 
LTFV calculations on best information available. Commerce's preliminary weighted-average dumping 
margins for Italy and final margins for Japan are as follows (in percent ad valorem): 

Country and producer 

Italy: 
ILVA S.p.A and Acciai Speciali Terni .............. . 
All others ................................ . 

Japan: 
Kawasaki Steel Corp. . ........................ . 
Nippon Steel Corp. . . . . . . . . . . . . . . . . . . . . . . . . . . . 
All others ................................ . 

THE U.S. MARKET 

Margin 

5.62 
5.62 

31.08 
31.08 
31.08 

The period for which information was requested in these investigations is 1990-93. A summary 
of data collected in the investigations and presented in this report concerning grain-oriented silicon 
electrical steel is presented in appendix C. 

U.S. Producers 

Allegheny and Armco, *** accounting for approximately *** of the U.S. production and 
shipments of grain-oriented silicon electrical steel during the period for which data were collected, are 
the only producers of this product in the United States. These two firms and the nature of their 
operations are discussed below. 
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Allegheny 

Allegheny, headquartered in Pittsburgh, PA, is a major producer of a wide range of flat-rolled 
specialty materials, including stainless steel, grain-oriented silicon electrical steel, and other specialty 
alloys. The corporate total net sales in fiscal year 1993 were over $1 billion, compared with its U.S. 
grain-oriented silicon electrical steel net sales in 1993 of ***. 

Allegheny, a petitioner in the antidumping investigations concerning Italy and Japan and the 
countervailing duty investigation concerning Italy, owns and operates grain-oriented silicon electrical steel 
production facilities in the United States at ***. It is at these locations that the firm produces grain
oriented silicon electrical steel in conventional grades from M-2 to M-6. Allegheny does not produce 
high-permeability pain-oriented silicon electrical steel. 39 Other products, such as ***, are also produced 
at these facilities. These other products share a portion of the machinery, equipment, and production 
workers with grain-oriented silicon electrical steel, primarily in the early stages of the production 
process. The portion of the process that gives grain-oriented silicon electrical steel its inherent properties 
is dedicated to this product. The firm indicated that although its *** business shares the hot strip mill 
machinery, equipment, and production workers with grain-oriented silicon electrical steel, ***. 

During the period for which data were collected, Allegheny reported export sales of grain
oriented silicon electrical steel to ***. No imports of grain-oriented silicon electrical steel were reported 
by Allegheny, and the firm indicated that it does not maintain any joint ventures or agreements with the 
Japanese or Italian producers of grain-oriented silicon electrical steel.41 

Armco 

Armco, headquartered in Pittsburgh, PA, is a major producer of stainless steel, electrical steel, 
carbon steel, steel products, and tubular goods. Armco also has joint-venture interests in companies that 
produce stainless steel, carbon steel flat-rolled sheets, and oil field machinery and equipment. In 
addition, Armco provides insurance services through businesses it intends to sell. The corporate total 
net sales in fiscal year 1993 were over $2 billion, compared with its U.S. grain-oriented silicon electrical 
steel net sales in 1993 of***. 

Armco owns and operates grain-oriented silicon electrical steel production facilities in the United 
States at ***. At these U.S. locations, Armco produces all grades of conventional and high
permeability grain-oriented silicon electrical steel. 42 Other products, such as ***, are also produced at 
these facilities, all of which share a portion of the machinery, equipment, and production workers with 
grain-oriented silicon electrical steel, primarily in the early stages of production, specifically ***. 

During the period for which data were collected, Armco reported export sales of grain-oriented 
silicon electrical steel to ***. No imports of grain-oriented silicon electrical steel were reported by 
Armco. 

39 Conference transcript, p. 54. 
'40 ***· 
41 Conference transcript, p. 49. 
42 Conference transcript, p. 54. Respondents assert that Armco only produces high-permeability low-core

loss grain-oriented silicon electrical steel for use in stacked core power transformers and that it does not produce 
the high-permeability ultra-low-core-loss product for use in wound core distribution transformers. In addition, 
respondents indicated that the high-permeability product that Armco produces cannot meet the performance 
standards of the Japanese product and is not produced in sufficient quantities to satisfy consumer requirements. 
Conference transcript, pp. 100-102, and postconference brief of Nippon, exhibit 1, pp. 3-4. The National 
Electrical Manufacturers Association (NEMA) indicates that its members believe that Armco could provide only 
25 to 50 percent of the domestic requirements for the high-permeability product. Postconference brief of Kawasaki, 
p. 20. Mr. R. Psyck of Armco stated at the Commission's hearing that "our TranCor-H is not used as a core 
material for wound core distribution transformers." Hearing transcript, p. 43. 

***· 
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Armco is a petitioner in the antidumping and countervailing duty investigations concerning Italy. 
The firm explains that it did not join Allegheny as a petitioner in the case concerning Japan because it 
has certain technical relationships with a Japanese producer of grain-oriented silicon electrical steel that 
it wants to preserve. The firm indicated, however, that it was in support of the antidumping petition 
concerning Japan. 43 Armco's relationship with the Japanese concerns the production of its high
permeability grain-oriented silicon electrical steel under a 1990 technology licensing agreement with 
Nippon. Nippon has provided Armco with technical assistance and know-how concerning the production 
of this high-permeability product.44 

Armco and Vicksmetals45 formed a joint-venture company (Vicksmetals Armco Associates 
01 AA)) in August 1990 to perform steel slitting operations in the United States. VAA's sole function 
is to slit steel that is owned by another party, generally either Armco or Nippon, for a fee. Armco 
asserts that the V AA joint venture was established to provide additional slitting capacity for Armco that 
was closer in proximity to its customers. Armco also insists that no older slitting capacity at Armco's 
facility was decommissioned nor was its workforce reduced. ***.46 

U.S. Importers 

The Commission sent questionnaires requesting information concerning U.S. imports of grain
oriented silicon electrical steel to the 2 U.S. producers of the product and to the 14 firms identified in 
the petition as importers of the product from Italy and Japan. Both producers stated that they did not 
import the subject products. Of the 14 identified importers, 3 stated that they do not import grain
oriented silicon electrical steel. The remaining 11 firms all provided import information that is presented 
below. 

***, the importer of record of *** entering the United States, provided complete information 
concerning its imports of the subject product. Information concerning imports of grain-oriented silicon 
electrical steel from Japan was provided by six importers of the Japanese products.47 These data are 
believed to account for all of the subject imports from Japan. Information concerning imports from non
subject countries was provided by four importers of grain-oriented silicon electrical steel from France, 
Sweden, and the United Kingdom. 48 These data are believed to account for almost all grain-oriented 
silicon electrical steel imports.49 

Channels of Distribution 

U.S. producers and importers from Jagan generally sell directly to manufacturers of large and 
medium power and distribution transformers. ILVA sells the majority of its imports of the Italian 

43 Conference transcript, p. 48. 
44 Conference transcript, pp. 93 and 100, and postconference brief of .Kawasaki, p. 20. ***. 
45 Vicksmetals is wholly owned by Sumitomo Corp. of America (Sumitomo), a trading company that imports 

the subject product from Japan. 
46 Postconference brief of petitioners, pp. 14-15 and 23, and telephone conversation with***, Sept. 27, 1993. 
47 The largest importers of the subject product from Japan are ***· 
48 In recent years, there have been significant increases of imports from Germany and Russia. Mr. Fabio 

Balboni, sales manager for ILVA, USA, stated at the Commission's hearing that, "The Russians are starting to 
make a serious move -- so I'll use the word "aggressive" move on M-6 grades to our customers." Hearing 
transcript, p. 145. 

49 The HTS tariff classification numbers under which grain-oriented silicon electrical steel fell during the period 
of investigation include non-grain-oriented silicon electrical steel, a product not included in the scope of these 
investigations. Therefore, only questionnaire data for imports are presented. Official import statistics of the U.S. 
DeP.artment of Commerce for imports of all silicon electrical steel are presented in app. D. 

~ Conference transcript, pp. 15 and 96. 
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product to stampers of laminations.51 U.S. producers also sell to this channel of distribution. Stampers 
sell the laminations for use in small stacked core transformers used in appliances, lighting, electronic 
equipment, and aerospace and aeronautical applications. 

Apparent U.S. Consumption 

Data concerning apparent U.S. consumption of grain-oriented silicon electrical steel are 
calculated based on questionnaire responses containing data concerning U.S. shipments of U.S. producers 
and U.S. shipments of U.S. importers of product from France, Italy, Japan, Sweden, and the United 
Kingdom. The calculated apparent U.S. consumption data are presented in table 1. 

The quantity of apparent U.S. consumption of grain-oriented silicon electrical steel fell by 
13.9 percent from 1990 to 1991 and then increased by 5.5 percent from 1991 to 1993. By value, 
apparent U.S. consumption fell by 12.1 percent from 1990 to 1991 and then rose by 2.4 percent from 
1991 to 1993. The decline in apparent U.S. consumption in 1991 may be explained by a fall in housing 
starts, nonresidential building, power plant construction, electric motor and small transformer production, 
electricity usage, and utility spending, and core loss improvements. 52 

CONSIDERATION OF ALLEGED MATERIAL INJURY 

Data presented in this section of the report consist of data provided by Allegheny and Armco. 
Each firm's data are presented separately in appendix E. Data provided by Armco concerning its 
conventional and high-permeability grain-oriented silicon electrical steel are also presented in 
appendix E. 

U.S. Capacity and Production 

Data concerning U.S. capacity, production, and capacity utilization of grain-oriented silicon 
electrical steel are presented in table 2. Capacity data reported by Allegheny are calculated based on 
***. Allegheny's basis for determining its capacity for grain-oriented silicon electrical steel is the 
capacity of ***. 53 Armco reported capacity data based on operating*** . Armco's capacity constraint 
for producing grain-oriented silicon electrical steel is based on its equipment dedicated to the production 
of this product.54 The U.S. producers' capacity to produce grain-oriented silicon electrical steel *** 
during 1990-92 and then ***. Production ***, while capacity utilization ***. 

U.S. Producers' Shipments 

Shipments of U.S. -produced grain-oriented silicon electrical steel are presented in table 3. ss The 
quantity of the U.S. producers' U.S. shipments ***. The value of U.S. producers' U.S. shipments 
followed a similar trend. 

51 ILV A indicated in its questionnaire response that its 1993 shipments were as follows: ***. 
52 Conference transcript, pp. 109-110, and ***· 
53 Allegheny points out ***. 
54 Armco indicates that its melt shop and hot-rolling mill are used in the production of other products in addition 

to grain-oriented silicon electrical steel. Postconference brief of petitioners, p. 24. Respondents argue that 
Armco's melt shop and hot-rolling mill are operating at full capacity with the production of grain-oriented silicon 
electrical steel and stainless steel products. Respondents further indicated that ***· Postconference brief of 
Nippon, pp. 18-21 and exhibit 5. 

Armco indicated that it ***. 
ss Summary shipment data, by grade, are presented in app. F. 
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Table 1 
Grain-oriented silicon electrical steel: U.S. shipments of domestic product, U.S. shipments of imports, 
by sources, and apparent U.S. consumption, 1990-93 

Item 

Producers' U.S. shipments ...... . 
Importers' U.S. shipments: 

Italy .................. . 
Japan .................. . 

Subtotal ............... . 
Other sources . . . . . . . . . . . . . . 

Total ................. . 
Apparent consumption . . . . . . 

Producers' U.S. shipments ...... . 
Importers' U.S. shipments: 

Italy .................. . 
Japan .................. . 

Subtotal ............... . 
Other sources . . . . . . . . . . . . . . 

Total ................. . 
Apparent consumption . . . . . . 

1990 

*** 

*** 
*** 
*** 
*** 
*** 

273.545 

*** 

*** 
*** 
*** 
*** 
*** 

419,992 

1991 1992 

Quantity (short tons) 

*** 

*** 
*** 
*** 
*** 
*** 

235.555 

*** 

*** 
*** 
*** 
*** 
*** 

237.385 

Value(] .000 dollars) 

*** 

*** 
*** 
*** 
*** 
*** 

369,351 

*** 

*** 
*** 
*** 
*** 
*** 

369,391 

1993 

*** 

*** 
*** 
*** 
*** 
*** 

248.490 

*** 

*** 
*** 
*** 
*** 
*** 

378,172 

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

Table 2 
Grain-oriented silicon electrical steel: U.S. capacity, production, and capacity utilization, 1990-93 

* * * * * * * 

Table 3 
Grain-oriented silicon electrical steel: Shipments by U.S. producers, by types, 1990-93 

* * * * * * * 

The quantity of exports ***. During the period for which data were collected, Allegheny 
exported ***.s6 In 1990 and 1991, ***. In 1992, Allegheny's export market for ***.57 The*** in the 
unit values of exports in 1992 and 1993 ***. 

S6 ***· 
51 ***· 
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U.S. Producers' Inventories 

End-of-period inventories of grain-oriented silicon electrical steel held by U.S. producers are 
presented in table 4.58 These inventories ***. The ratios of inventories to total shipments and of 
inventories to production ***. 

Table 4 
Grain-oriented silicon electrical steel: End-of-period inventories of U.S. producers, 1990-93 

* * * * * * * 

U.S. Employment, Wages, and Productivity 

Allegheny indicated that its production and related workers that produce grain-oriented silicon 
electrical steel are represented by the United Steelworkers of America, 59 and Armco indicated that its 
workers are represented by the Butler Armco Independent Union and the Zanesville Armco Independent 
Union. All three unions that represent these workers in the United States are also petitioners in at least 
two of these investigations. The production and related workers that produce grain-oriented silicon 
electrical steel at Armco's and Allegheny's facilities are also employed in the production of other 
products. At Armco, these other products consist of ***. At Allegheny, these other products consist 
of***. 

Allegheny reported a total of ***. Armco reported a total of ***. 
Data concerning employment and productivity are presented in table 5. The data presented 

indicate a ***, 60 ***. 

Table 5 
Average number of total employees and production and related workers in U.S. establishments wherein 
grain-oriented silicon electrical steel is produced, hours worked, wages and total compensation paid to 
such employees, and hourly wages, productivity, and unit production costs, by products, 1990-93 

* * * * * * * 

Financial Experience of U.S. Producers 

* * * * * * * 

Although Armco is primarily a producer of specialty steels, it also produces carbon steel and 
carbon steel products. Armco produces grain-oriented silicon electrical steel at its plants in Butler, PA, 
and Zanesville, OH. Armco's overall net sales fell irregularly from about $3.2 billion in 1988 to 
$1.7 billion in 1993 as the company sold off some business components and acquired others. About 
***percent of the total consisted of export sales. Armco had net profits from 1987 to 1989, but has 

58 According to industry reporting standards, inventory data include work-in-progress as well as finished 
materials. 

59 The union contract expired Apr. 1, 1994. Union members are currently on strik<'I. 
60 ***· 
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had net losses totaling $1.5 billion since then. Armco's net sales of grain-oriented silicon electrical steel 
*** 

Both Armco's and Allegheny's data were verified by Commission staff following the hearing. 
As a result of the verifications, *** cost of production data. 

Overall &tablishment Operations 

Armco was able to provide financial data for its establishments that produced grain-oriented 
silicon electrical steel, but Allegheny was not. Instead, Allegheny provided data for its overall 
corporation. The data provided by the two producers are shown in table 6. *** 

* * * * * * * 

Table 6 
Income-and-loss experience of U.S. producers on the overall operations of their establishments wherein 
grain-oriented silicon electrical steel is produced, fiscal years 1990-93 

* * * * * * * 

Operations on Grain-Oriented Silicon Electrical Steel 

Income-and-loss data for operations on grain-oriented silicon electrical steel are shown in table 7. 
*** 

Table 7 
Income-and-loss experience of U.S. producers on their operations producing grain-oriented silicon 
electrical steel, fiscal years 1990-93 

* * * * * * * 

* * * * * * * 

Table 8 presents selected income-and-loss data for both producers. *** 

Table 8 
Income-and-loss experience of U.S. producers on their operations producing grain-oriented silicon 
electrical steel, by firms, fiscal years 1990-93 

* * * * * * * 

* * * * * * *61 62 

61 The foregoing remarks were per***, at Allegheny's verification on Apr. 22, 1994. 
62 Per ***, at Armco's verification on Apr. 21, 1994. 
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Profit-and-loss data on the hot-rolled band operations of the two producers are presented in 
table 9. *** 

Table 9 
Income-and-loss experience of U.S. producers on their operations producing hot-rolled bands of 
grain-oriented silicon electrical steel, fiscal years 1990-93 

* * * * * * * 

Allegheny's cost of production data on its grain-oriented silicon electrical steel operations are 
presented in appendix G. Armco's data were not useable. 

Investment in Productive Facilities and Net Return on Assets 

Data on investment in productive facilities and return on assets are shown in table 10. The book 
value of Armco's investment in grain-oriented silicon electrical steel property, plant, and equipment is 
*** Allegheny's. 

Table 10 
Value of assets and return on assets of U.S. producers' operations producing grain-oriented silicon 
electrical steel, by products, fiscal years 1990-93 

* * * * * * * 

Capital Expenditures 

The capital expenditures for both producers are shown in table 11. *** 

Table 11 
Capital expenditures by U.S. producers of grain-oriented silicon electrical steel, by products, fiscal years 
1990-93 

* * * * * * * 

Research and Development Expenses 

The research and development (R&D) expenses for both producers are shown in table 12. *** 

Table 12 
Research and development expenses of U.S. producers of grain-oriented silicon electrical steel, by 
products, fiscal years 1990-93 

* * * * * * * 
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Capital and Investment 

The Commission requested U.S. producers to describe any actual or potential negative effects 
of imports of grain-oriented silicon electrical steel from Italy and Japan on their growth, investment, 
ability to raise capital, or existing development and production efforts (including efforts to develop a 
derivative or more advanced version of the product). The responses are in appendix H. 

CONSIDERATION OF THE QUESTION OF THREAT OF MATERIAL INJURY 

Section 771(7)(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 factors63 --

(I) If a subsidy is involved, such information as may be presented to it 
by the administering authority as to the nature of the subsidy (particularly 
as to whether the subsidy is an export subsidy inconsistent with the 
Agreement), 

(II) any 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, 

(III) any rapid increase in United States market penetration and the 
likelihood that the penetration will increase to an injurious level, 

(IV) the probability that imports of the merchandise will enter the United 
States at prices that will have a depressing or suppressing effect on 
domestic prices of the merchandise, 

(V) any substantial increase in inventories of the merchandise in the 
United States, 

(VI) the presence of underutilized capacity for producing the merchandise 
in the exporting country, 

(VII) any other demonstrable adverse trends that indicate the probability 
that the importation (or sale for importation) of the merchandise (whether 
or not it is actually being imported at the time) will be the cause of 
actual injury, 

63 Section 771(7)(F)(ii) of the Act (19 U.S.C. § 1677(7)(F)(ii)) provides that "Any determination by the 
Commission under this title that an industry in the United States is threatened with material injury shall be made 
on the basis of evidence that the threat of material injury is real and that actual injury is imminent. Such a 
determination may not be made on the basis of mere conjecture or supposition." 
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(VIID the potential for product-shifting if production facilities owned or 
controlled by the foreign manufacturers, which can be used to produce 
products subject to investigation(s) under section 701 or 731 or to final 
orders under section 706 or 736, are also used to produce the 
merchandise under investigation, 

(IX) in any investigation under this title which involves imports of both 
a raw agricultural product (within the meaning of paragraph (4)(E)(iv)) 
and any product processed from such raw agricultural product, the 
likelihood that there will be increased imports, by reason of product 
shifting, if there is an affirmative determination by the Commission 
under section 705(b)(l) or 735(b)(l) 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. 64 

The available information on the nature of the subsidies (item ro above) is presented in the 
section of this report entitled "The Nature and Extent of Subsidies;" 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 appendix H. Available information on U.S. inventories of the subject products (item (V)); 
foreign producers' operations, including the potential for "product-shifting" (items (ID, (VD, and (VID) 
above); any other threat indicators, if applicable (item (VJD above); and any dumping in third-country 
markets, follows. Item (IX) is not applicable. 

U.S. Importers' Inventories 

Data concerning U.S. inventories held by importers of Italian and Japanese grain-oriented silicon 
electrical steel are presented in table 13. Additionally, figure 3 shows producers' and importers' 
inventories during 1990-93. 

Table 13 
Grain-oriented silicon electrical steel: End-of-period inventories of U.S. importers, by sources, 1990-93 

* * * * * * * 

64 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 GA TI 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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Figure 3 
Grain-oriented silicon electrical steel: Producers' and importers' inventories, 1990-93 

Italy 

* * * * * * * 

The inventories of the Italian product ***. IL VA indicated ***. 
The inventories of the Japanese product ***. 
The trend concerning total inventories of the subject product held in the United States ***. 

Ability of Producers in Italy and Japan to Generate Exports 
and the Availability of Export Markets Other Than the United States 

IL VA, the only producer of grain-oriented silicon electrical steel in Italy, also produces ***. 
The firm's production of grain-oriented silicon electrical steel accounts for approximately*** of its total 
net sales. ILVA produces a full range of grain-oriented silicon electrical steel, including all grades of 
the conventional product and the high-permeability low-core-loss product. IL VA' s high-permeability 
product is produced under a technology license with Nippon; however, the license does not permit sales 
of this product into the United States.65 ILVA indicates that over ***percent of its exports to the 
United States are of conventional grade M-6 grain-oriented silicon electrical steel and the remaining 
amounts are conventional grades M-3, M-4, and M-5 products.66 ILVA supplied data concerning its 
Italian grain-oriented silicon electrical steel production, inventories, and shipments. These data are 
shown in table 14. 

IL VA reported capacity data on the basis of operating ***. IL VA' s annual capacity to produce 
grain-oriented silicon electrical steel *** during the period for which data were collected. The firm also 
indicated ***. 

Production of the subject product in Italy ***. Projections reveal ***. 
Inventories held in Italy ***. IL VA indicated ***. 

Table 14 
Grain-oriented silicon electrical steel: Italian capacity, production, inventories, capacity utilization, and 
shipments, 1990-93 and projected 1994 

* * * * * * * 

Exports of grain-oriented silicon electrical steel to the United States, which represented ***. 
ILVA's projections indicate***. 

Japan 

Kawasaki and Nippon are the only Japanese producers of grain-oriented silicon electrical steel, 
a product which accounts for *** of their corporate net sales. ***. Nippon and Kawasaki produce the 

6S Conference transcript, p. 171, and posthearing brief of ILVA, p. 14. 
66 Telephone conversation with Mr. R. Trainor, Rogers and Wells, on Mar. 31, 1994. 
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conventional grades as well as the high-permeability grain-oriented silicon electrical steel. 67 Import data 
collected ***,61. ***.69 Both Japanese producers of grain-oriented silicon electrical steel supplied data 
concerning their production, inventories, and shipments. These data are shown in table 15. 

The Japanese producers' capacity to produce grain-oriented silicon electrical steel ***. 
Production of the subject product in Japan ***. 

Table 15 
Grain-oriented silicon electrical steel: Japanese capacity, production, inventories, capacity utilization, 
and shipments, 1990-93, and projected 1994 

* * * * * * * 

Inventories held in Japan ***. 
Exports of grain-oriented silicon electrical steel to the United States ***. 

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

U.S. Imports 

The import data received from six importers of the subject Japanese product and IL VA, the only 
importer of the subject product from Italy, are believed to account for all imports of the subject product 
from these two countries. Import data were also received from four importers of grain-oriented silicon 
electrical steel from France, Sweden, or the United Kingdom. These data received from questionnaire 
responses are believed to account for essentially all of the imports from non-subject countries. These 
data are presented in table 16. 

ILVA's U.S. imports consisted of*** percent conventional grade M-6 grain-oriented silicon 
electrical steel during 1990-92 and ***percent in 1993. The remainder was primarily conventional 
grades M-4 and M-5; ***tons of M-3 was shipped during 1991-92. ILVA sells the M-6 product to 
five customers in the United States, all of which are stampers.'° 

The quantity of U.S. imports of grain-oriented silicon electrical steel ***.71 *** 72 

Table 16 
Grain-oriented silicon electrical steel: U.S. imports, by sources, 1990-93 

* * * * * * * 

67 Petitioners contend that although the imported Japanese product is sold primarily at the high end of the 
spectrum and that the imported Italian product is sold primarily at the low end, there have recently been imports 
of conventional grade M-6 grain-oriented silicon electrical steel from Japan that compete directly with the Italian 
M-6 product. Conference transcript, p. 183, and postconference brief of petitioners, p. 18. Respondents argue 
that the Japanese M-6 product sold in the United States was a small quantity of old inventory. Postconference brief 
of Kawasaki, p. 32, and ***. 

68 *** 
69 ***: 
70 Telephone conversation with Mr. R. Trainor, Rogers and Wells, on Mar. 31, 1994. 
71 Conference transcript, p. 155, and posthearing brief of ILV A, exhibit 5, pp. 3-5. 
72 Conference transcript, p. 156, and hearing transcript, p. 115. 
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Data collected in these investigations indicate that U.S. shipments of imports from Japan in 1993 
*** 73 The Japanese grain-oriented silicon electrical steel is sold in the United States primarily to large 
power and distribution transformer manufacturers. 74 

Imports of the subject product from Japan, by quantity, ***. 
U.S. imports of the subject product from Italy and Japan combined ***. 
Average unit values reported by IL VA for imports from Italy ***. 

Voluntary Restraint Agreements 

Electrical steel was included in the Voluntary Restraint Agreements (VRAs) that were in effect 
between 1984 and 1992. VRAs on electrical steel exports from Japan were in effect from October 1, 
1984, through March 31, 1992. In June 1985, the United States and Japan reached an agreement 
limiting Japan's exports of steel, including electrical steel, to the United States. The agreement was 
enforced retroactively, covering Japan's exports beginning on October 1, 1984, and extending for 5 
years through September 30, 1989. On October 1, 1989, the agreement was extended until March 31, 
1992. According to petitioners, Japan did not fully utilize its export limit for electrical steel during the 
extended agreement. 75 Electrical steel from Italy was initially covered in the 1985 Complementary 
Arrangement, which supplemented the existing Steel Products Arrangement of 1982. As of January 1, 
1986, the Italian restraints were converted to a VRA, which remained in effect until March 31, 1992. 

U.S. Market Penetration by the Subject Imports 

Market penetration data are calculated based on questionnaire responses containing data 
concerning U.S. shipments by U.S. producers and U.S. shipments by U.S. importers from France, 
Italy, Japan, Sweden, and the United Kingdom. These data are presented in table 17 and figure 4. 

Table 17 
Grain-oriented silicon electrical steel: U.S. market shares, 1990-93 

* * * * * * * 

Figure 4 
Grain-oriented silicon electrical steel: U.S. market shares, 1990-93 

* * * * * * * 

From 1990 to 1993, the U.S. importers' share of apparent U.S. consumption of grain-oriented 
silicon electrical steel, by quantity, ***. 

73 .......... 

74 Conference transcript, p. 96, and hearing transcript, pp. 82-86. 
15 Postconference brief of petitioners, attachment 1, pp. 13-15. 
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Prices 

Marketing Practices 

Most grain-oriented silicon electrical steel is sold directly to transformer manufacturers. These 
manufacturers design transformers to meet the requirements of each utility to which they sell. The 
specifications of a particular transformer will depend, among other factors, on the utility's long-term 
energy supply cost and system capacity. 76 Purchasers report that the cost of grain-oriented silicon 
electrical steel typically comprises 12 to 30 percent of the cost of distribution transformers and 6 to 
22 percent of the cost of power transformers. 

Grain-oriented silicon electrical steel is used in transformers because of its "ability to conduct 
a magnetic field in a specific direction with a high degree of efficiency. "77 Efficiency is defined by core 
loss,78 a measurement of the amount of electrical energy lost in the core steel of the transformer. Core 
loss is the attribute that differentiates the grades of grain-oriented silicon electrical steel and is the main 
performance consideration for the purchaser. 

The various grades of grain-oriented silicon electrical steel are often identified as either 
conventional grades (M-2 through M-6) or high-permeability grades. Allegheny produces all of the 
conventional grades from M-2 to M-6, and Armco produces the conventional grades as well as the high
permeability grades HO and H 1. During the period for which data were requested, imports from Ital~ 
consisted mostly of the M-6 grade,79 while imports from Japan were mainly high-permeability products. 

As stated above, most sales of grain-oriented silicon electrical steel are made directly to 
transformer manufacturers. However, IL VA sells most of its imports of the Italian product to stampers 
of laminations, a market also served by the U.S. producers. These stampers generally purchase only 
grade M-6 grain-oriented silicon electrical steel and produce various shaped laminations, such as E and 
I shapes. These laminations are then sold for use in small stacked core transformers used in appliances, 
electronic equipment, and aerospace and aeronautical applications. 

Most sales by producers and importers are on a contract basis. Producers report that contracts 
are usually for 1-2 years, while importers of the Japanese products report that their contracts are usually 
for 6 months, and IL VA reports shorter contracts of 3-6 months. Contracts usually state a fixed price 
and, in some cases, quantity may also be fixed. Only*** reported that their contracts contained meet
or-release clauses. 

Reported U.S. inland transportation costs accounted for ***percent of the total delivered cost 
of U.S.-produced grain-oriented silicon electrical steel, ***percent of the cost of imports from Japan, 
and*** percent of the cost of imports from Italy. Both U.S. producers quote prices on an f.o.b. basis 
while IL VA and four of the six importers from Japan quote prices on a delivered basis. U.S. producers 
and importers from Japan indicated that they serve the entire U.S. market; ILVA serves its customers 
located in ***. U.S. producers' lead times range from 2 to 3 weeks, while lead times from Italy and 
Japan range from 3 to 6 months. 

Quality Considerations 

Both U.S. producers reported in their questionnaire responses that the domestic and imported 
products are used interchangeably and that differences in quality were not a significant factor in their 
sales of the subject products. *** additionally reported that high-permeability laser-scribed material 

76 Conference transcript, p. 23. 
71 Petition, p. 5. 
78 The maximum or average core loss is measured for a given induction level (the intensity of the magnetic field 

in the transformer). 
79 In addition, ILV A reported some imports of M-4 and M-5 grades. 
80 Importers of the Japanese product also reported shipments of grade M-3 and two shipments of grade M-6. 
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from Japan had lower core losses than *** M-3 product but that this would only be an advantage if the 
high-permeability material was priced too low. 

IL VA reported that *** its product has a superior coating and is offered in wider size coils than 
the U.S. products. All of the importers from Japan agreed that their products were not interchangeable 
with the U.S.-produced products. These importers stated that the Japanese products had lower core 
losses, higher permeability, and better performance characteristics that facilitate the design of more 
compact transformers which use less steel and have decreased "noise" levels. One importer stated that 
the quality of Armco's high-permeability products has not been acceptable to end users and that Armco 
only offers 0.23mm thick material while market demand is for the 0.20mm size provided by Japanese 
suppliers. In addition, they state that there are no imports from Japan of M-2 or M-4 and only limited 
imports of M-6, and that Kawasaki's M-3 has a lower core loss rating than domestic M-3. 

U.S. Producer and Importer Price Data 

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

Product 1: M-6, 0.35mm thickness, maximum core loss 0.66 (l.ST; 60 Hz), punching quality. 

Product 2: M-6, 0.35mm thickness, maximum core loss 0.66 (1.5T; 60 Hz), shearing quality. 

Product 3: M-3, 0.23mm thickness, maximum core loss 0.46-0.49 (l.5T; 60 Hz). 

Product 4: Domain-refined grain-oriented silicon electrical steel for stacked core application with 
high permeability (1850µp at 10 Oe), maximum core loss 0.50 (l.7T; 60 Hz), 
0.23mm thickness. 

Product 5: Non-domain refined grain-oriented silicon electrical steel for wound core application 
with high permeability (1850µp at 10 Oe), maximum core loss 0.35-0.39 (1.5T; 
60 Hz), 0.20mm thickness. 

Product 6: Domain refined grain-oriented silicon electrical steel for wound core application with 
high permeability (1850µp at 10 Oe), maximum core loss 0.35-0.39 (l .5T; 60 Hz), 
0.20mm thickness. 

The price data were requested on a net U.S. f.o.b. and delivered basis for each responding 
firm's largest sale and its total quarterly sales to end users and stampers/service centers.81 Weighted
average net U.S. f.o.b. prices, quantities sold, and margins of underselling/overselling are presented in 
tables 18-23 and figures 5-7. Pricing data reported by U.S. producers and importers accounted for 
***percent of total shipments of U.S.-produced grain-oriented silicon electrical steel during 1990-93, 
***percent of total U.S. shipments of the imported Italian product, and ***percent of total U.S. 
shipments of the imported product from Japan. 

Table 18 
Product 1: Weighted-average net prices for sales to stampers/service centers reported by U.S. producers 
and importers, and margins of underselling, by quarters, Jan. 1990-Dec. 1993 

* * * * * * * 

81 Producers and importers reported sales of both slit sizes and full-width sizes. Therefore, slitting charges were 
deducted where applicable so that prices shown in the tables represent prices for full-width material. 
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Table 19 
Product 2: Weighted-average net prices for sales to stampers/service centers reported by U.S. producers 
and importers, and margins of underselling (overselling), by quarters, Jan. 1990-Dec. 1993 

* * * * * * * 

Figure 5 
Weighted-average f.o.b. prices for sales to stampers/service centers of products 1 and 2 reported by 
U.S. producers and importers, by quarters, Jan. 1990-Dec. 1993 

* * * * * * * 

Table 20 
Product 3: Weighted-average net prices for sales to end users reported by U.S. producers and 
importers, and margins of underselling (overselling), by quarters, Jan. 1990-Dec. 1993 

* * * * * * * 

Table 21 
Product 4: Weighted-average net prices for sales to end users reported by U.S. producers and 
importers, and margins of underselling (overselling), by quarters, Jan. 1990-Dec. 1993 

:United States J;man 
Quan- Quan-

Period Price titt Pri~~ titx M&:gin 
Per ],()()() Per 1,000 Per-
pound pounds pound pounds cent 

1990: 
Jan.-Mar. *** *** $0.94 6,995 *** ............. 
Apr.-June *** *** 0.94 8,295 *** ............. 
July-Sept. *** *** 0.94 4,081 *** ............. 
Oct.-Dec. *** *** 0.94 7,549 *** ............. 

1991: 
Jan.-Mar. *** *** 0.95 9,001 *** ............. 
Apr.-June *** *** 0.97 6,686 *** ............. 
July-Sept. *** *** 0.97 6,122 *** ............. 
Oct.-Dec. *** *** 0.97 5,766 *** ............. 

1992: 
Jan.-Mar. *** *** 0.97 9,017 *** ............. 
Apr.-June *** *** 0.98 8,474 *** ............. 
July-Sept. *** *** 0.98 6,844 *** ............. 
Oct.-Dec. *** *** 0.98 5,185 *** ............. 

1993: 
Jan.-Mar. *** *** 0.98 7,554 *** ............. 
Apr.-June *** *** 0.98 6,098 *** ............. 
July-Sept. *** *** 0.97 5,474 *** ............. 
Oct.-Dec. *** *** 0.97 9,093 *** ............. 

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission. 
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Figure 6 
Weighted-average f.o.b. prices for sales to end users of products 3 and 4 reported by U.S. producers 
and importers, by quarters, Jan. 1990-Dec. 1993 

* * * * * * * 

Table 22 
Product 5: Weighted-average net prices for sales to end users reported by U.S. producers and 
importers, 1 by quarters, Jan. 1990-Dec. 1993 

United States Japan 
Quan- Quan-

Period Price tity Price tity 
Per 1,000 Per 1,000 
pound pounds pound pounds 

1990: 
Jan.-Mar . *** *** $0.89 5,157 . . . . . . . . . . . . . 
Apr.-June *** *** 0.88 4,732 ............. 
July-Sept. *** *** 0.89 5,428 ............. 
Oct.-Dec . *** *** 0.92 6,903 . . . . . . . . . . . . . 

1991: 
Jan.-Mar . *** *** 0.89 4,102 . . . . . . . . . . . . . 
Apr.-June *** *** 0.89 3,693 .............. 
July-Sept. *** *** 0.91 3,648 .............. 
Oct.-Dec . *** *** 0.89 4,226 . . . . . . . . . . . . . 

1992: 
Jan.-Mar . *** *** 0.92 2,024 . . . . .. . . . . . . . . 
Apr.-June *** *** 0.94 3,387 ............. 
July-Sept . *** *** 0.93 2,170 . . . . . . . . . . . . . 
Oct.-Dec. *** *** 0.93 2,171 ............. 

1993: 
Jan.-Mar . *** *** 0.93 1,259 . . . . . . . . . . . . . 
Apr.-June *** *** 0.94 1,207 ............. 
July-Sept. *** *** 0.93 1,907 ............. 
Oct.-Dec. *** *** 0.94 1,297 ............... 

1 U.S. producers do not produce a high-permeability product meeting the same specifications as product 5. 
Prices reported are for an M-2 product which, according to U.S. producers, competes with product 5 imported 
from Japan. However, due to the different specifications, direct price comparisons would not be meaningful. 

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission. 
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Table 23 
Product 6: Weighted-average net prices for sales to end users reported by U.S. producers and 
importers, 1 by quarters, Jan. 1990-Dec. 1993 

United States Japan 
Quan- Quan-

Period Price tity Price tity 
Per 1,000 Per ],()()() 
pound pounds pound pounds 

1990: 
Jan.-Mar. *** *** $0.92 1,875 ............... 
Apr.-June ............... *** *** 0.94 3,140 
July-Sept. *** *** 0.93 4,541 ............... 
Oct.-Dec. *** *** 0.95 2,186 ................ 

1991: 
Jan.-Mar. *** *** 0.95 2,388 ............... 
Apr.-June ............... *** *** 0.96 3,147 
July-Sept. *** *** 0.96 2,387 ............... 
Oct.-Dec. *** *** 0.98 2,360 ............... 

1992: 
Jan.-Mar. *** *** 0.97 4,604 ............... 
Apr.-June ............... *** *** 0.97 4,565 
July-Sept. *** *** 0.96 5,281 ............... 
Oct.-Dec. *** *** 0.96 4,635 ............... 

1993: 
Jan.-Mar. *** *** 0.96 5,026 ............... 
Apr.-June ............... *** *** 0.95 5,287 
July-Sept. *** *** 0.95 4,366 ............... 
Oct.-Dec. *** *** 0.95 5,597 ............... 

1 U.S. producers do not produce a high-permeability product meeting the same specifications as product 6. 
Prices reported are for an M-2 product which, according to U.S. producers, competes with product 6 imported 
from Japan. However, due to the different specifications, direct price comparisons would not be meaningful. 

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

Figure 7 
Weighted-average f.o.b. prices for sales to end users of products 5 and 6 reported by U.S. producers 
and importers, by quarters, Jan. 1990-Dec. 1993 

* * * * * * * 

Price Trends 

United States 

U.S. producers' sales prices of product 1, M-6 punching quality, and product 3, M-3, ***per 
pound, during the period for which data were collected. Prices of product 2 were *** during 1990-
93. U.S. prices of product 4, a high-permeability product, ***. ***. Prices of the U.S. producers' 
M-2 products which were reported for products 5 and 6 ***. 
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Italy 

Product 1, M-6 punching quality, and product 2, M-6 shearing quality, are the only two of the 
six products for which pricing was requested which are imported from Italy. The vast majority of 
imports of grain-oriented silicon electrical steel from Italy are of M-6 grade. Prices of product 1 
imported from Italy ***. Product 2 prices ***. 

Japan 

Import prices of product 3, M-3, *** during 1990-93. Import prices of the high-permeability 
products 4-6 generally increased during 1990-92. Prices of products 4 and 5 then stayed at about the 
same level in 1993, while prices of product 6 declined slightly during 1992-93. 

Price Comparisons 

Prices of product 1, M-6 punching quality, and product 2, M-6 shearing quality, imported from 
Italy were lower than U.S. producer prices in 27 of 30 quarters for which data were reported. Margins 
of underselling ranged from *** percent. In the three instances of overselling, margins ranged from 
*** percent. 

The prices of imports from Japan were ***percent lower than prices of the U.S.-produced 
products in two possible comparisons for product 2. In all other price comparisons, the price of the 
Japanese product was generally higher than that of the U.S. -produced product. Margins of overselling 
for product 3, M-3, ranged from ***percent in 10 quarters. In six instances M-3 imported from Japan 
was priced below the U.S.-produced product by margins ranging from ***percent. The price of the 
Japanese product declined at a faster rate than that of the U.S.-produced product and therefore, much 
of the underselling occurred during 1992-93. 

Japanese prices of product 4, a high-permeability product, were ***percent higher than U.S.
producer prices during 11 of 16 quarters for which prices were collected. In 5 quarters, the Japanese 
product was priced ***percent lower than the U.S.-produced product. Direct price comparisons for 
products 5 and 6 are not possible since the pricing reported by U.S. producers is for a conventional 
grade with a higher core loss rating than the high-permeability products imported from Japan. 
However, the price of each of the Japanese products increased relative to that of the U .S.-produced M-
2 product during the period for which data were collected. In addition, there was a marked shift in 
import shipments from the lower-priced non-domain refined product 5 to the higher-priced, domain 
refined product 6. 

U.S. Purchasers 

The Commission received questionnaires from 30 purchasers of grain-oriented silicon electrical 
steel. 82 These purchasers accounted for approximately 84 percent of 1990-93 total apparent consumption 
(by volume), specifically 84 percent of U.S.-produced grain-oriented silicon electrical steel, 86 percent 
of consumption of the Italian product, 93 percent of consumption of the product from Japan, and 57 
percent of consumption of imports from non-subject countries. All but one of the firms reported 
purchasing U.S.-produced grain-oriented silicon electrical steel, 8 reported purchasing Italian product, 
10 purchased Japanese product, and 13 purchased non-subject imports.83 Only two firms reported 
purchasing both Italian and Japanese product. 84 

82 Fourteen of the 30 firms manufacture distribution transformers, 13 manufacture power transformers, 7 are 
stampers and/or slitters, and 7 reported manufacturing such products as specialty transformers, ballasts, voltage 
regt!lators, silicon steel cores, instrument transformers, and watt hour meters. 

83 Data reported by purchasers indicate that non-subject imports were concentrated in grade M-6, with lesser 
amounts of M-3, M-4, and M-5. 

84 ***· 
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The reported distribution of purchases by grade and by year is shown in the following tabulation 
(in percent): 

Grade 1990 1991 1992 1993 

High permeability 15.5 16.4 18.7 15.2 
M-2 ............ 9.5 6.6 7.8 10.4 
M-3 ............ 32.9 32.7 31.1 31.7 
M-4 ............ 11.0 11.7 8.1 6.5 
M-5 ............ 1.0 0.9 0.8 1.1 
M-6 ............ 27.8 29.6 31.7 32.7 
Other ............ 2.4 2.0 _ll --1d 

Total .......... 100.0 100.0 100.0 100.0 

Note: Due to rounding, shares may not add to the totals shown. 

Detailed data on U.S. producer and importer shipments of high-permeability, M-2, M-3, and M-6 
grades are presented in appendix F. 

Stampers/slitters 

A relatively small proportion of grain-oriented silicon electrical steel is sold through companies 
which stamp laminations and/or slit steel for resale to end users. In the questionnaire responses, these 
firms reported purchases from U.S. producers, ILVA, and importers of non-subject products; no 
purchases of Japanese product were reported. Significant stampers/service centers and purchasers of 
Italian product include ***. Other stampers/slitters which purchased Italian product during 1990-93 
include ***.85 

The shares of 1990-93 consumption of Italian imports accounted for by stampers/slitters 
responding to the questionnaire are as follows: ***.86 ***only purchase one grade of grain-oriented 
silicon electrical steel, M-6, and nearly all of the M-6 is stamped into laminations.87 These 
stampers/slitters report that their sales are mainly to transformer manufacturers which produce small 
units for non-utility customers and to other end users. *** .88 ***. 

***. *** reported that it purchases M-6 *** from IL VA because ***. *** reported that ILV A 
steel is***. Nevertheless, ***reported that it would have purchased the U.S.-produced product instead 
of the Italian product if the price of the Italian product increased by *** percent. 

*** 89 *** 

Transformer manufacturers 

Three purchasers accounted for ***percent of the volume of total apparent U.S. consumption 
during 1990-93: ***. Other significant end users of grain-oriented silicon electrical steel include ***.90 

Transformer manufacturers typically negotiate annual or semi-annual price agreements with U.S. 
producers and/or importers. Manufacturers of industrial transformers generally do not evaluate losses, 
and thus generally choose the lowest grade steel, M-6. Power and distribution transformer bids solicited 

15 ***· 
86 *** 
87 Staff conversations with ***, and questionnaire responses. 
88 Staff conversation with ***. 
89 Letter submitted by Tempel Steel dated Mar. 31, 1994. 
90 *** produce both power and distribution transformers. *** produce only distribution transformers. 
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by utilities, however, are usually evaluated using a "total ownership cost" model. 91 While utilities 
usually do not specify the grade of steel to be used in a transformer design,92 other parameters which 
affect the grade of steel selected by the transformer manufacturer are specified. Utilities usually specify 
the values, in dollars per watt, at which load (core) loss and no-load (windings) loss are evaluated. 
Utilities may specify maximum limits on no-load loss, load loss, impedance, exciting current, 
dimensions, and weight. Therefore, almost all transformers sold to utilities are custom-designed, 
depending on the requirements contained in each utility's request for quotes. 

Transformer manufacturers use a computer model which incorporates the particular specifications 
of the utility and will evaluate many different designs for each transformer rating and loss evaluation 
factor specified by the utility. The grade of steel used in any particular transformer bid to a utility will 
depend on the price and losses of each grade of steel in combination with the other components of the 
transformer which meet the utility specifications at the lowest cost. 

Technically, a range of conventional and high-permeability steels could be used in most 
designs.93 However, for each transformer manufacturer, not all grades provide the optimum transformer 
design at the lowest cost. In order to substitute a lower grade steel for a higher grade, a larger quantity 
of the lower grade steel must be used to achieve the same loss level. Because of the increased size of 
the core, the windings surrounding the core also must be increased, and therefore losses in the windings 
increase. In addition, the size and weight of the transformer are increased. Once a bid is submitted and 
a contract received from the utility, the transformer manufacturer cannot easily change the core steel. 

The major transformer manufacturers reported a range of answers regarding the substitutability 
of various grades and sources of grain-oriented silicon electrical steel. ***.94 

***. In distribution transformers, it reports that in 1993, it used ***. 
*** *** also reported that within a particular grade, products can vary by supplier. 

Specifically, it stated that M-2 from Armco is superior to M-2 from Allegheny. In addition, ***stated 
that the losses of Armco's products have worsened since a plant shutdown in the middle of 1992. It 
also reported that it frequently builds a bias into its optimization programs which favors domestic steel 
over Japanese steel because of a limited supply of Japanese product. Finally, it reported that ***. 

*** 9S *** . . 
*** 
Purchasers were asked in the questionnaire what percentage of their transformers manufactured 

in 1993 had specifications requiring high-permeability product. Responses indicated that only 1 percent 
of the total number of transformers, but 22 percent by value, required high-permeability product. 
Purchasers reported that high-permeability products are used in medium and large power transformers 
and some distribution transformers. In most cases, these purchasers reported that conventional products 
could be used in these transformers, but that it would be much more difficult to meet the utility's 
specifications and that use of conventional products does not yield the lowest TOC in these transformers. 

Size and weight restrictions on power transformers and, in some cases, distribution transformers 
may limit the use of conventional grades. *** reported that approximately *** percent of its power 
transformers have such size constraints. *** said that such size constraints would affect ***percent of 
its power transformers and ***percent of its overall sales of transformers. *** reported that size 

91 According to questionnaire responses, approximately 73 percent of grain-oriented silicon electrical steel 
purchased by end users was used in transformer designs which were evaluated using a TOC model. 

92 Utilities may specify whether or not amorphous metals can be used as a substitute for grain-oriented silicon 
electrical steel in distribution transformers. Amorphous metals are not used in power transformers. Most 
transformer manufacturers use amorphous metals in only a small percentage of transformers. However, GE used 
amorphous metals in ***percent of its distribution transformers in 1993. GE reported that its purchases of 
amo!J>hous metals ***since 1990, and it expects this trend to continue. 

93 Grade M-2 cannot be used in power transformers (stacked core). Also, Armco's high-permeability product 
cannot be used in distribution transformers (wound core). Hearing transcript, p. 43, and posthearing brief of 
petitioners, exhibit 1. 

94 Conversation with ***. 
95 .......... 
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constraints would limit the use of conventional grades of steel in *** percent of its transformers. 
Several other smaller manufacturers also reported such size constraints. 

Purchaser Price Data 

*** 

Purchase prices reported by U.S. stampers/service centers for products 1 and 2 and by U.S. 
transformer manufacturers for products 3-6 are presented in appendix I. 

Lost Sales and Lost Revenues 

Allegheny and Armco alleged 11 lost sales and 2 instances of lost revenues involving imports 
from Italy, and 4 lost sales and 7 instances of lost revenues involving imports from Japan. Fifteen 
purchasers were named in the allegations. The value and quantity of alleged lost sales and lost revenues 
for each country are shown in the following tabulation: 

Lost sales: 
Italy ...... . 
Japan ...... . 

Lost revenues: 
Italy ...... . 
Japan ...... . 

Value 

*** 
*** 

*** 
*** 

Lost Sales and Lost Revenues Involving Imports from Italy 

* * * * * * 

Lost Sales and Lost Revenues Involving Imports from Japan 

* * * * * * 

Exchange Rates 

Quantity 
(shon tons) 

*** 
*** 

*** 
*** 

* 

Quarterly exchange rates between the Italian lira, Japanese yen, and U.S. dollar reported by the 
International Monetary Fund for the period January 1990-December 1993 are shown in figure 8. The 
nominal value of the Italian lira fluctuated but depreciated overall by 25 percent against the U.S. dollar 
while the nominal value of the Japanese yen appreciated by 37 percent. When adjusted for movements 
in producer price indexes in the United States and the specified countries, the real value of the Italian 
currency fluctuated but depreciated overall by 14 percent, while the Japanese currency appreciated by 
25 percent relative to the dollar during the period for which data were collected. 

96 ***· 
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Figure 8 
Exchange rates: Indexes of nominal and real exchange rates of the Italian lira and Japanese yen, by 
quarters, Jan. 1990-Dec. 1993 
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INTERNATIONAL TRADE 
COMMSSION 
(Investigation No. 701-TA-355 (FIMI), end 
731-TA~ud MO (Flnalt] 

Grain-Oriented Silicon Electrical Steel 
From Italy and Japml; Commiaion 
Determination to Conduct• Portion of 
Ille Hurtng 1n ca ..... 
AGENCY: U.S. International Trade 
Commission. 
ACl'ION: Closure of a portion of a 
Commission bearing to the public. 

SUMMARY: Upon the request of two 
l'8Spondents and petitioners in the 
abo!e-c:aptioned final investigations, the 
Commission has unanimously . 
determined to conduct a portion of its 
hearing· scheduled for April 12, 1994, in 
camera. See Commission rules 201.13 
and 201.35(b)(3) (19 CFR 201.13 and 
201.3S(b)(3)). The remainder of the 
bearing will be open to the public. 
FOR FURTHER INFORMATION CONTACT: 
James Lyons, Esq., Office of the General 
Counsel. U.S. International Trade. 
Commission, telephone 202-205-3094. 
Hearing impair8d individuals are 
advised that information on this matter 
may be obtained by contacting the 
eo.nmission's TDD terminal on (202) 
205-1810. 
SUPPLEMENTARY INFORMATION: The 
Commission believes that unusual 
circumstances are present in these 
investigations so as to make it 
appropriate to hold a portion of the 
·bearing in camera. This decision is 
made in li!Jht of the desirability of 
affording a full discussion •t the hearing 
of business proprietary information 
(BPI) concerning (1) the co~dition of the 
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domestic industry or industries: (2) 
confidential pricing, capacity, and 
capacity utilization data: and (3) 
confidential data regarding profitability. 
cost of goods sold, and sales, general 
and administrative expenses relating to 
a small number of domestic producers. 
In making this decision. the 
Commission nevertheless reaffirms its 
belief that whenever possible. its 
business should be conducted in public. 

Audaorily: The General Counsel has 
certified. pursuant to Commission Rule 
201.39 (19 aR 201.39) that. in her opinion. 
a ponion of the Commission's hearing in the 
alJove.c:aptioned investigation be closed to 
the public to prevent the disclosure of 
business proprietary infonnation. 
, By ord":f of the Commission. 

luued: April 7, 1994. 
Doaaa L JCoehnke, 
Secretary. 
(FR Doc. 94-8812 Filed 4-12-94: 8:45 aml 
8ILUNG cooe·,....... 
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lnt9mallonel Tl8de Aclmlnlatralion 

IC-l7M12l 

Fl• Afll...._ Counlll•IRng Duty 
Dell ........... ~ 
Electrlolll 8'lel Fra11t....,. 

AGENCY: Import Mministntim, 
lntamaticmal Tnde Admmistratioo, 
Departmmt of Cmamerca. 
EFFEC'IWI Mn: March 18. 1994. 
FOR FURTHER INFORllATIGN CONTACT: 
Almika L O'Hara• David It. Boyland. 
Office of Ccnmtmvailing lllYllStiptioas. 
lmpallt AdminilltlatioD. U.S. l'.lepubmnt 
-of Commara, roam 3099. 14th Str.t 
and c.amtitution Awmue NW .. 
Washingrml. DC 20230: aelepbane CZOZ) 
482-1198 and IZOZ) 482-D588, 
raspectiwly. · · 
.FINAL DETEIXIATDt: The Department 
detennines that benefits which 
constitute subsidies within the meaning 
of section 701 of the Tariff Act of1930, 
as amended (''the Act"), are being 
provided to manufacturers, producen, 
or exporters in Italy of grain-oritmted 
electrical steel For information on the 
estimated net subsidy, please see the 
Suspension of Uquidation section of 
this notice. 

Case llislarJ 
Since the publication of the 

prelimbwy determination in the 
Federal bgister.an February 1, 1994 
(59 FR 4682). the following events have 
occurred. 

We conducted YerificatiOll of the 
respaDl8I submittlld OD behalf of the 
Govemment of laaly C"COI"}. n.VA 
S.p.A. ("ILVA .. ) • ...ct thti European 
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Community ('"EC") from February i 
thraulria February 21, 1994. 

On 'March 22 and March 28. igg.;, we 
l8CliWd CMe 8Dd iebuttal briefs, 
NSpeClively, fJmn petitioners and 
respcmda&s. Neither petitioners nor 
respcindents nquested a hearing in this 
investigation. 

On Marcb 29. 1994. we returned to 
petitianera certain factual information 
submitted in their briefs because it was 
untimel:y pursuant to § 355.31(a)U) of 
the Department'.s regulations. · 

Scope al'lnvestigatian 
. This illwstiption c:oncems the 

follawiag dMs or kind of mercbandise: 
grain-oriented electrical steel 
C"'Mac:tric:al steel") from ltalv. 

The product cuvered by this 
invnaipticm is grain-oriented silicon 
electrical "881. which is a fiat-rolled 
allay steel pracluct mntaining by weisbt 
at least a.& peic:eDt of silicon. not more 
than 0.111 perc:ant of carbon. not more 
than 1.0 pmrc:ent of elumillmn. end no 
other eJement in m amount that would 
giw9 tbe sleet tbe cbancteristics of 
anotbs .Uoy .... 1. of a thicbaea of ao 
men tbm D.58 millimeter, in c:eilsof 
any widrb. or in stnipt lengt1ls which 
ere of a width measuring at least 10 
times the thickness. as currently 
classifiable in the Hermonized Tariff 
ScbeduJ. r:trrS") under item numbers 
7225.10.0030. 7226.10.1030, 
7226.10.50!5, 8Jld 7226.10.5065. 
AJthousb the HTS subbeedings are 
provided for convenience and Customs 
parpow. our written delleription of the 
scope of this proceeding is dispositiw. 

Injury Test 
Because Italy is a .. country under the 

AgrHmant" within the maaning of 
...uaa 701Cb) of the Ad. the U.S. 
International Tnde Commission C'n'C'1 
ia NqUil9d to determine whether 
imports of electrical steel from Italy 
materially injure, or threaten material 
injury to.• US. industry. On October 
12, 1993. the rrc preliminarily 
determined that there is a reasonable 
indication that 8D industry in the 
United States is being materially injured 
or threatened with material injury by 
reason of imports from Italy of the 
subject merchandise (58 FR 54168, 
Oc:rober 20, 1993}. 

Corporate Hiatoiy of llespondn&. ILVA 
Prior to 1987. electrical steel in Italy 

was produced by Tami S.p.A. ("'Terni"), 
a main operating company of Finsider. 
Fin£ider was a pemment-owned 
holding company whida controlled an 
state-owned steel mmpanies in Italy. In 
a restruchlring of Ille Italian steel 
industry in 1982. Tami teok over two 
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plants, Lovere and Trieste, from Nuova 
Italsider, another Finsider-owned steel 
producer. 

As put of a subsequent restructuring 
in 1987, Temi transferred its assets to a 
new company, Temi Acciai Speciali 
("T AS") which thereafter held all the 
assets for electrical steel production in 
Italy. As part of the restructuring. 
Lavere and Trieste became TAS' two 
principal subsidiaries. . 

In 1988, another restructuring took 
place· in which Finsider and its main 
operating companies (TAS, Italsider, 
and Nuova Deltasider) entered into 
liquidation and a new. company, ll.VA, 
was formed. ILVA took over some of the 
assets and liabilities of the liquidating 
companies. With respect to TAS, part of 
its liabilities and the majority of its 
viable assets, including all the assets 
associated with the production or 
electrical lteel, were transferred to n. VA 
on January 1, 1989. ll.VA itself became 
operational on that same day. Put of 
T AS' remaining assets and liabilities 
were transferred toll.VA on April 1, 
1990. After that date, TAS no longer bad 
any manufacturing activities. Only 
certain non-operating assets (e.s •• land, 
buildings, inventories), remained in 
TAS. . 

From 1989to1994, ll.VA consisted of 
several operating divisions. The 
Specialty Steels Division, located in 
Temi, produced the subject_ 
merchandise. ll.VA WIS also the 
majority owner of a large number of 
separately incorporated subsidiaries. 
The subsidiaries produced various types 
of steel products and also included 
service C6nters, trading companies, an 
electric power company, etc. ll.VA 
together with its subsidiaries 
constituted the ll.VA Group. The ll.VA 
Group was owned by the Istituto per la 
Ricostruzione lndustrlale ("IRI"1. a 
holding company wholly-owned by the 
GOI. 

As of January 1, 1994, ll.VA entered 
into liquidation and its divisions formed 
three companies. ll.VA's former 
Specialty Steels Division is now a 
separately incorporated company, 
Acciai Speciali Temi, which produces 
electrical steel 

Spin-Of& 

n. VA sold several "productive units," 
as defined in the General Issues 
Appendix to the Final Affirmative 
Countervailing Duty Determination: 
Certain Steel Products from Austria 
("GIA"), 5.8 FR 37225, 37265-8 Ouly 9, 
1993), from 1990 through 1992. At 

· verification, we established that one of 
the companies bad been sold to a 
government entity and one other 
company had been sold by Italsider 

rather than n. VA. Out spin-off 
methodology does not apply in these 
situations. For the other companies, i.e .. 
those sold to private parties. we have 
applied the pass-through methodology 
described in the GIA to calculate the 
proportion of subsidies received by 
ll.VA that "left" the company as a ~It 
or the sales of these productive units. 

Period of lnftStigalion 
For purposes of this final · · 

determination. the period for which we 
are measuring subsidies (the period of 
investigation ("POI")) is calendar year 
1992. We have calculated the amount of 
subsidies bestowed on the subject 
merchandise by ~ulating benefits 
provided to Temi, TAS and ll.VA from 
1978 through 1992. 

Analysis of Prognms 
Based on our analysis of the petition, 

the nspomes to our questionnaires, 
verification. and comments by 
interested parties, we determine the 
following. 

Equityworthiness 
Pursuant to section 355.44(e)(l) of the 

Proposed Regulations (Countervailing 
Duties; Notice of Proposed Rulemaking 
and Request for Public Comments 
("Proposed Regulations"), 54 FR 23366, 
May 31, 1989), we preliminarily 
determined that Temi, TAS, and ll.VA 
were unequityworthy &om 1978 
through 1992, except in 1979, 1983, 
1988, and 1989 when equity infusions 
were not an issue. From the perspective 
of a ia8scmable private investor 
examining the firm at the time of the 
equity infusions. neither Terni, TAS. 
nor ll.VA showed an ability to earn a 
reasonable rate of retum over a 
reasonable period of time. We did not 
leam anything at verification that would 
lead us to reverse this findin~. 

As we stated in the prelimlnary 
determination, the companies which 
were restructured to form ll.VA 
sustained losses from 1978 onward. 
Although ll.VA had a brief period of 
operating profits for 1989 through 1991, 
its return on equity during this period 
declined until there was a negative 
return. Temi and ll.VA's debt to equity 
ratios were relatively high. Read in 
conjunction with other financial 
indicators, such as net losses for 
numerous years, negative rates of return 
on equity and sales, the companies' 
financial performance was weak. Given 
this, we continue to find that Temi, 
TAS, and ll.VA were unequityworthy 
from 1978 through 1992. Because the 
companies received no equity infusions 
during 1979, 1983, 1989, and 1990, we 
did not determine equityworthiness for 
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those years. (See also Memorandum to 
Director of Accounting dated April 11, 
1994 on file in Room B-099 of the Main 
Commerce Building concerning the 
Department's evaluation ofT-emi's, 
TAS', and ll.VA's equityworthiness.) 

For the preliminary determination, we 
did not include 1988 in our 
equityworthy analysis because 
petitioners did not allege an infusion 
had occurred in that year and we were 
not aware of any such investment. 
However, in our review ofILVA's 
annual reports at verification, we 
learned that IRl contributed capital to 
ll.VA in 1988 in the form of an equity 
infusion. Therefore, in accordance with 
§ 355.44(e)(2) of the Proposed 
Regulations, we have considered 
whether ll.VA was equityworthy in that 
year to determine whether the equity 
infusion was made on terms 
inconsistent with commercial 
considerations. As explained below, we 
have determined that ll.VA was not 
equityworthy in that year. 

Creditwortbinels 
Pursuant to section 355.44(b)(6)(i) of 

the Proposed Regulations, we 
preliminarily determined that Terni, 
TAS. and ll.VA were uncreditworthy, 
i.e., that they did not have sufficient 
revenues or resources to meet their costs 
and fixed financial obligations, from 
1978 through 1992. ln making that 
determination, we examined Tami's, 
TAS', and ll.VA's cunent, quick, times 
interest earned and debt to equity ratios. 
We determined, for example, that the 
companies' times interest earned ratios 
were anemic for approximately 16 years, 
indicating a weak Ions-term solvency. 
Furthermore, the debt to equity ratios 
for both Temi and ll.VA were relatively 
hiah. 

We did not leam anything at 
verification that would lead us to 
reconsider our preliminary 
determination. Therefore, we continue 
to rmd that Temi, TAS, and ll.VA were 
uncreditworthy from 1978 through 
1992. (See also Memorandum to 
Director of ~ccounting dated April 11, 
1994, on file in Room B-099 of the Main 
Commerce Building concerning the 
Department's evaluation of Tami's, 
TAS', and ll.VA's creditworthiness.) 

Bencbmarb and Discount ll.ates 
For uncreditwmthy companies, 

§ 355.44(b)(6)(iv)(A)(l) of the Proposed 
Regulations directs us to use, as the 
benchmark interest rate, the highest 
long-term fixed interest rate commonly 
available to finns in the country plus an 
amount equal to 12 percent of the prime 
rate. Because we 'Were unable to obtain 
information on the highest lons-tenn 
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interest nte commonly available in the 
country, we used the·Bank ofltaly · 
reference rate which is the highest 
average long-term fixed interest rate we 
were able to verify. We then added to 
this rate an amount equal to 12 percent 
of the Italian Bankers Association 
("ABI") prime rate. We have used the 
resulting interest rate as the benchmark 
for our long-term loans. In calculations 
whe1e we have not used this rate, we 
have otherwise indicated. We have also 
used this amount as the discount rate 
for allocating over time the benefit from 
equity infusions and non-recuning 
grants for the same reasons explained in 
Final Affirmative Countervailing Duty 
Determination: Certain Steel Products 

. From Spain, 58 FR 37374, 37376 Uuly 
9, 1993). 

Calculation Methodology 

In determining the benefits to the 
subject merchandise from the programs 
desaibed below, we used the following 
calculation methodology. We first 
calculated the benefit attributable to the 
POI for each countervailable program, 
using the methodologies described in 
each program section belo\V. For those 
subsidies received by ILVA that were 
allocated over time, we then performed 
the pass-through analysis discussed in 
the GIA at 37269. The pass-through 
analysis accounts for any 18duction in 
ILVA's subsidies that resulted from the 
sale of several productive units. 

For the subsidies remaining with 
IL VA, we divided the benefit allocable 
to the POI by the sales of ILVA or the 
sales of the Specialty Steels Division of 
ILVA, depending on which company 
had received the benefit. (The program 
sections below indicate which 
denominator has been used for each 
program.) Next, we added the benefits 
for all programs, including the benefits · 
for programs which were not allocated 
over time, to arrive at ILVA's total 
subsidy rate. Because ILVA is the only 
respondent company in this 
investigation, this rate equals the 
country-wide rate. 

J. Programs Determined To Be 
Countervailable 

A. Benefits Associated With the 1988-90 
RestlUcturing 

As discussed above under the 
"Corporate History" section of this 
notice, ~e Gal liquidated Finsider and 
its main operating companies in 1988 
and assembled the group's most 
productive assets into a new operating 
company, ILVA. In 1990, additional 
assets and liabilities ofTAS, ltalsider; 
and Finsider went to ILVA. 

In the preliminary determination. we 
found that a countervailable benefit was 
provided to ILVA through the 1988-
1990 restructuring. In reaching this 
detennination, we did not look at the 
transformation of Finsider as a whole 
into ll.VA. lnstead, we focused on the 
18structuring ofTAS into the Specialty 
Steels Division ofU.VA. We found that 
although TAS' net worth was negative _ 
prior to the restructuring, n. VA 18C8ived 
a division with assets in excess of 
liabilities. In effect, TAS' balance sheet 
was rewritten sou to change its equity 
from negative 99,886 million lire to 
positive 317,836 million lire. F~r the 
preliminary determination, we treated 
the difference (417,722 million lire) as 
a countervailable benefit to n. VA • 

We have reconsidered the 
methodology employed in the 
preliminary detennination and have 
reviled it for the final determination. 
We now believe that the approach taken 
in the preliminary determination · 
understated the benefit ton. VA from the 
restructuring. It failed to take into 
account a portion of the liabilities not 
assumed by U.VA, that would otherwise 
have had to be repaid, and the loases 
incurred by TAS in connection with a 
write down of its assets in tha 
restructuring process. 

The purpose of the 1988-90 
restructuring was to create a new, viable 
steel company (]LVA) by having it take 
over most of the prOductive assets of 
Finsider'a operating companies like 
TAS, but only some of the liabilities. In 
April 1990, after all of TAS' 
manufacturing activities had either been 
transferl8d or shut down, TAS was 
nothing but a shell company in the 
process of liquidation, with liabilities 
exceeding its assets. ILVA, on the other 
hand, h8d 18C8ived most ofTAS' assets 
without being burdened by TAS' 
liabilities. · 

The liabilities rem8ining with T AS 
through the restructuring process had to 
be repaid, assumed, or forgiven. We 
have identified one specific instance of 
forgiveness. This OCCW'l'8d in 1989 when 
Finsider forgave 99,886 million lire of 
debt owed to it byTAS. Even with this 
lorgiveness, T AS retained a substantial 
amount of liabilities after the 1990 
transfer of assets and liabilities to IL VA. 
While no specific act eliminated this 
debt-indeed some of it is still 
outstanding-we believe that IL VA (and 
consequently the subject merchandise) 
received a benefit as a result of the debt 
being left behind in TAS. 

In addition, we learned at verification 
that losses had been left behind in TAS. 
because the value of the assets 
transferl8d to ll.VA had been written 
down. TAS gave up assets whose book 
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value was higher than their appraised 
value. As a 1esult, TAS was forced to 
absorb losses. The loss from the first 
transfer was 1eDected as an 
extraordinary loss in TAS' 1988 Annual 
Report. With respect to the.1990 
transfer, TAS bad created a reserve in 
1989 for the anticipated loss. At 
verification, we found that this loss was 
included in the liabilities that were left 
in TAS after the 1990 transfer. 

In summary, in restructuring T AS into 
the .Specialty Steels Division of IL VA, 
liabilities and losses due to asset write 
dows were left behind in TAS, a shell 
company. Although there was only one 
specific act of debt forgiveness, which 
only covered a portion of the liabilities 
in TAS, we believe that ll.VA received 
a benefit when it was able to leave the 
debt and losses remaining in T AS. 
Because this benefit was specific to 
ll.VA, we find a countervailable subsidy 
to ll.VA in the amount of the debt and 
loases that.should have been taken by 
ILVA when it took on the assets ofTAS. 

T1eating these liabilities and· losses as 
a subsidy to U.VA is consistent with the 
Department's determination in Certain 
Steel from Austria ai 37221. In that case, 
we examined a govemment-owned 
operating company (V MG) which was 
split up into numerous operating 
companies, one of which was subject to 
the investigation. In order to effect this 
split-up. the assets and liabilities of the 
original company were divided among 
the new companies. We determined that 
the creation of the new companies was 
merely a 18distribution of existing assets 
which, in and of itself, did not give rise 
to any benefits. However, we also 
determined that a benefit arose because 
losses that had been incurred by V AAC 
were not distributed to the new 
companies. Therefore, we determined 
that the company under investigation 
effectively received a grant in the 
amount of the losses that should have 
been distributed to it. 

Similarly, in the case ofTAS and 
ILV A, the transfer of assets to IL VA is, 
in itself, a 18distribution of assets which 
does not give rise~~ subsidies. However. 
a substantial portion of the liabilities 
and the losses associated with the assets 
were not distributed to IL VA. Instead, 
they remained behind in TAS. We are 
countervailing these amounts as grants 
tolLVA. · 

To calculate the benefit during the 
POI. we used our standard grant 
methodology (see section 355.49(b) of 
the Proposed Regulations). Finsider's 
1989 forg;veness ofTAS' debt and the 
loss resulting from the 1989 write down 
were treated as grants J'8C8ived in 1989. 
The second asset write down and the 
debt outstanding after the 1990 transfer 
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(adjusted as described below) were 
treated as grants received in 1990. 

After the 1990 transfer, certain non
operating assets (e.g., land, buildings, 
inventories), remained in TAS. These 
assets are being disposed of in the 
liquidation process and the proateds 
from the sale of the assets are available 
to pay offTAS' remaining liabilities. 

ID Order to account for the fact that 
certain assets were left behind in TAS, 
we have adjusted the amount of 
liabilities outstanding after the 1990 
transfer. We did this by writing down 
the value of the assets by taking a 
weighted average of the earlier write 
downs and subtracted this amount from 
the outstandinJ liabilities. 

We then diVIded the benefits by 
IL VA's sales in the POI. On this basis, 
we determine the estimated net subsidy 
to be 12.10 ad valorem for all 
manufacturers, producers, and exporters 
in Italy of the subject merchandiae. 

B. Interest-Free Loans toll.VA 
In 1992, ll.VA rec:.aived a 300 billion 

lire payment from IRL At verification. 
we reviewed documents which 
established this payment as a 
"provisional .. or "anticipated .. capital 
incnase. The 188IOll that the payment 
was provisional was that before it could 
be considered as an equity infusion, 
authorization was needed from: (1) The 
shareholders, and (2) the EC. 

IRI clearly intended that the money 
become share capital. as there were no 
arrangements for repayment (e.g., a 
repayment schedule), nor was interest to 
be paid. Therefore. as IRI was the sole 
shareholder in ll.VA. lts approval was a 
formality and the only real condition 
was the EC approval. If the EC approval 
was not received, the amount would 
have to be repaid to IRI. Although the 
GOI asked for the EC's approval. it was 
not granted during the POI. · · 

ILVA's 1992 Annual Report shows 
that the company recei\fed a similar 
payment from IRI in 1991 which was 
entered in its accounting records in the 
same way as the 300 billion payment 
received in 1992. At verification, we 
learned that the background to the 1991 
payment was the same as for the 1992 
payment. 

Because these payments were not 
converted to equity prior to the end of 
the POI. we cannot find the payments to 
be equity infusions. Thus, we haw 
determined to treat the payments as 
short-term interest-free loans, which are 
being rolled over until such time as they 
are repaid or converted to equity upon 
EC approval. 

The typical maturity in Italy for short
tenn loans is at most six montbs and 
roll-overs are common. In accordance 

with § 355.44(b)(3)(i) of the Proposed 
Regulations. we used the 1992 
International Monetary Fund's 
annualized .. lending rate," conwrted to 
a semi-annual interest rate as the short
term benchmark interest rate. Since 
IL VA paid zero interest. the benefit to · 
II.VA was the interest it would haw 
owed on both payments. These benefits 
were then divided by n.vA•s lal• in the 
POI. On this basis, we determine the 
estimated net subaidy to be 0.49 percent 
ad valorem for all manuracturen, 
producers. ud exporters in Italy of the · 

· ·subject merchandise. . 
C. Equity Infusions 

The GOI. through IRI. provided new 
equity capital to Temi. TAS. or B.VA in 
every year from 1978 through 1991. 
except in 1979. 1983. 1989, and 1990. 
Respondents have not provided eny 
argument Jefuting om p19liminary 
~tion that the GOrs equity -
inv9stments were provided specifically . 
to the steel in~. 

As diacuued abcive, W8 have 
determined that Temi. TAS. and B.VA 
were unequityworthy in each year that 
they rec:.ai\red new equity capital. 
Therefore, the9 provisions of equity 
were inconsisbmt with c:ammercial 
considerations and are c:ountarvailable. 

To calculate the benefit for the POI, 
we treated each of the equity amounts 
as a grant and allocated the benefits over 
a 15·year period. (Our treatment of 
equity as grants and om choice of 
allocation period is diacussed in the 
GIA, at 37239 and 37225, respectively.) 

In the p19liminary determination. we 
treated a capital inCl8aae received by 
IL VA in the amount of 205.097 million 
lire in 1990 as a countervailable equity 
infusion became U.V A reported it u an -
equity infusion in its responses. At 
verification. we established that the 
amount·reported as an equity infusion 
was, in fact, due to the transfer of 

· residual assets from Italsider. TAS. and 
Finsider, which were all in liquidation. 
As explained in connection with the 
1988-1990 restructuring, we do not 
consider the transfer of assets in 
connection with a restnlcturing to be an 
"equity infusion" since the transfer 
merely :redistributes existing assets. 
Therefore, we haw excluded the 
amount of this capital contribution from 
our calculations. 

For the equity infusions provided to 
Temi and TAS, we have divided the 
benefit allocated to the POI by the sales 
of the Specialty Steels Division ofll.VA. 
We choae this sales denominator 
because this division most closely 
resembles the former companies, Temi 
and TAS. For equity infusions into 
ll.VA, we. used ILVA•s sales as om 
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denominator, as benefits from these 
investments are not tied to an\· di\"isio~ 
of II.VA. On this basis, we find the 
estimated net subsidy to be 9.71 percen: 
ad valorem for all manufacturers. 
producers, and exporters in Italy of the 
subject merchandise. · 

D. The Transfer of Lavere and Trieste to 
Temiin J982 

As discussed in the "Corporate 
History" section of this notice. Lovere 
and Trieste were tnnsfened from 
ltalsider to Terni u part of a 1982 
restructurin . 

We have tiermmed that this 
tranaactioo is correctly cbaracterized as 
an internal corporate restructuring. No 
new equity capital was p10vided to 
Ternl through the transfer of these 
assets. However, just as subsidieis given 
to Temi and TAS continued to bestow 
'a benefit on II.VA when II.VA received 
TAS• assets. subsidies received by 
ltalsider Bowed to Tami when Tami 
received Lovere and Trieste. 

We detennined the amount of 
Jtalaider•s subsidies attributable to 
Lovme and Trieste by calculating the 
pmantage of as&ets these two 
companies represented of the total 
ltalsider assets. We applied this . 
percentage to the "untied .. subsidies 
received by ltalsider to calculate the 
portion of the benefit that Bowed to 
Terni when it received Lovere and 
Trieste. 

The benefit allocated to the POI was 
divided by the total sales of th8 
Specialty Steels Division ofll.VA. On 
this basis, we find the estimated net 
subsidy to be 0.41 percent ad valorein 
for all manufacturers. producers. and 
exporters in Italy of the subject 
merchandise. 

E. Law 615177 Preferential Financing 
Law 675/77 was designed to b~g 

industrial assistance measures from the 
GOI under a single system. The program 
had at lts core three main objectives: (1) 
the reol'Banization and development of 
the industrial sector as a whole; (2) the 
inCl8858 of employment in the South: 
and (3) the promotion of employment iJa 
depressed areas. To achieve these goals, 
Law 675/77 provided six types of 
benefits: (1) grants to pay interest on 
bank loans: (2) mortgage loans provided 
by the Ministry of Industry ("MOI") at 
subsidized interest rates: (3) other grants 
to pay interest on loans financed by IRI 
bond issues: (4) capital grants for the 
South; (5) VAT reductions on capital 
good purchases for companies in the 
South: and (6) personnel retraining 
grants. (The fourth, fifth, and sixth 
components of Law 675177 are 
discussed below.) 
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As we stated in our preliminary 
determination, the GOI identified a 
number of different sectors as having 
received benefits under Law 675/77. 
These sectors were: (1) Electronic 
technology: (2) the mechanical 
instruments industry: (3) the agro-food 
industry; (4) the chemical industry; (5) 
the steel industry; (6) the pulp and 
paper industry: (7) the fashion sector: 

. (8) the automobile industry: and (9) the 
aviation sector. Law 675/77 also sought 
to promote optimal exploitation of 
energy resources, and ecological and 
environmental recovery. 

Despite the fact that Law 675/77 
benefits were available to and used by 
numerous and varied industries. we 
preliminarily determined Law 675/77 
benefits specific within the meaning of 
section 771(5)(A)(ii) of the Act. and 
therefore. countervailable because the 
steel industry was a dominant user 
pursuant to section 355.43(b)(2)(iii) of . 
the Proposed Regulations.It received 34 
percent of the benefits provided under 
the interest subsidy and capital grant 
components of the program. 

The GOI has argued that the steel and 
automobile industries did not receive a 
disproportionate share of benefits when 
the extent of investment in those 
industries is compared to the extent of 
investment in other industries. 

We did not consider the level of 
investment in the industries receiving 
benefits under Law 675/77. Instead, we 
followed the policy explained in Final 
Affmnative Countervailing Duty · 
Determination: Certain Steel Products 
from Brazil. 58 FR 37295, 37295 Ouly 9, 
1993), of comparing the share of benefits 
received by the steel industry to the 
collective share of benefits provided to 
other users of the program. Consistent 
with our determination in Final 
Affinnative Countervailing Duty 
Determination: Certain Steel Products 
from Italy ("Certain Steel from Italy"), 
58 FR 37327 (July 9, 1993), we found 
that the steel industry accounted for 34 
percent of the benefits and the auto 
industry accounted for 33 percent of the 
benefits. Thus, these two industries 
represented 77 percent of the assistance 
while the remainder was spread among 
the other seven industries. 

On this basis, we determine that the 
steel industry was a dominant user of 
programs under Law 675/77 and, 
therefore. that benefits·received by U.VA 
under this law are being provided to a 
specific enterprise or industry or group 
of enterprises or industries. Therefore, 
we find Law 675/77 financing to be 
countetvailable to the extent that it is 
provided on terms inconsistent with 
commercial considerations. 

1. Grants to Pay Interest on Bank Loans 

Italian commercial banks provided 
long-term loans at ~ket interest rates 
to industries designated under Law 675/ 
77. The jnterest owed by the recipient 
companies on these loans was offset by 
contributions from the GOL Terni 
received bank loans with Law 675/77 
interest contributions which were 
outstanding in the POI . 

To detennine whether this assistance 
confened a benefit, we compared the 
effective interest rate paid on these 
loans to the benchmark interest rate, 
described above~ Based on this 
comparison, we determine that the 
financing provided under this program 
is inconsistent with commercial 
considerations, i.e., on terms more 
favorable than the benchmark financing. 

Because Terni knew that it would 
receive the interest contributions when 
it obtained the loans, we consider the 
contributions to constitute reductions in 
the interest rates c:buged rather than 
grants (see Certain Steel from Italy at 
37331). . 

Therefore, to c:alculate the benefit, we 
used our standard long-term loan 
methodology es described in 
§ 355.49(c)(l) of the Proposed 
Regulations. We divided the benefit 
allocated to the POI by the sales of the 
Specialty Steels Division of U.VA. On 
this basis, we determine the estimated 
net subsidy to be 0.03 percent ad 
valorem for all manufacturers, 
producers, and exporters in Italy of the 
subject merchandise. 

2. Mortgage Loans from the Ministry 
of Industry Under Law 675/77, 
companies could obtain long-tenn low
interest mortgage loans from the 
Ministry of Industry. Temi received 
several loans which were still 
outstanding in the POI. 

To determine whether these loans 
were provided on tenns inconsistent 
with commercial considerations, we 
used the benchmark interest rates 
described above. Because the interest 
rates paid on the Law 675/77 loans were 
below the benchmark interest rates, we 
determine that loans provided under 
this program are countervailable. 

We calculated the benefit using our 
standard long-term loan methodology. 
We then divided the benefit allocated to 
the POI by the sales of the Specialty 
Steels Division ofU.VA. On this basis, 
we detennine the estimated net subsidy 
from this program to be 0.30 percent ad 
valorem for all manufacturers, 
producers, and exporters in Italy of the 
subject merchandise. 
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3. Interest Contributions on IRI Loans/ 
Bond Issues · 

Under Law 675/77, IRI was allowed to 
issue bonds to rmance restructuring 
measures of companies within the IRJ 
Group. The proceeds from the sale of 
the bonds were then re-lent to IRI 
companies. The effective interest rate on 
such loans was reduced by interest 
contributions made by the GOI. Temi 
had two of these loans outstanding 
during the POI. Both loans had variable 
interest rates. 

To determine whether these loans 
were countervailable. the Department · 
used a long-term variable rate 
benchmark as described in § 355.44(8) 
of the.Proposed Regulations. We 
compared this benchmark rate to the 
effective rates paid by Terni in the years 
these loans were taken out and found 
that these loans were provided on tenns 
inconsistent with commercial 
considerations. 

To determine the benefit, we first 
calculated the difference between what 
was paid on these loans during the POI 
and what would have been paid during 
the POI had the loans been provided on 
commercial terms. We divided the . 
resulting difference by the sales of the 
Specialty Steels Division ofU.VA. On 
this basis, we detennine the estimated 
net subsidy from this program to be 0.26 
percent ad valorem for all 
manufacturers, producers, and exporters 
in Italy o.f the subject ~erchandise. 

F. Urban Redevelopment Financing 
Under Law 181/89 

Law 181/89 was implemented to ease 
the impact of employment reductions in 
the steel crisis areas of Naples, Taranto, 
Temi. and Genoa. The progr&ll\ had four 
main components: (l) . . 
reindustrialization projects; (2) job 
promotion: (3) training: and (4) early 
retirement. (Early retirement under Law 
181/89 was not used by ILVA and the. 
job promotion component has been 
found not countervailable (see relevant 
sections below). 

Because benefits under this program 
8re limited to specific regions, we 
detennine that assistance under this 
program is limited to a group of 
industries in accordance with section 
355.43(b)(3). 

1. Reindustrialization Under Law 181/ 
89 

Under the reindustrialization 
component of Law 181/89, the GOI 
partially subsidized certain investments. 
ILVA received payments under Law 
181/89 for a training C8Dter to update 
.the technical skills of its workers. 
Training also took place at this center to 
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improve workers' ski~ for employment 
outside the steel industry. 

Since the information provided to the 
Department indicates that the center 
supported the training of steel workers 
who continued to be employed by n. VA, 
we determine that ll.VA received a 
benefit from reindustrialization 
payments under Law 181/89. 

In addition. we established that ll.VA 
received payments under Law 181/89 
for service centers. However, these 
service centers were involved in steel . 
processing unrelated to electrical steel. 
Therefore, payments to these service · 
centers were not included in .our 
calculations. 

To calculate the benefit to n. VA 
during the POI, we used our standard 
grant methodology (see § 355.49(b) of 
the Proposed Regulations) and the 
discount rate desaibed above. It is the 
Department's practice to treat training . 
benefits as recurring grants (see GIA at 
37226). 

Accordingly. we divided the amount 
received in the POI by the 1992 sales of 
the ll.VA. On this basis, we detennine 
the estimated net subsidy to be 0.00 
percent ad vaJorem for all 
manufacturers, producers, and exporters 
on Italy of the subject merchandise. 

2. \VorkerTraining 

Retraining grants were provided to 
ILVA under Law 181/89. 1beae funds 
constituted the Gal's matcbing 
contribution to ECSC Article.56(Z)(b) 
training grants (see ECSC Article 56 
Redeployment Aid section below). 

Since information provided at 
verification indicates that these funds 
were used to train workers remaining at 
ILVA, we determine that the GOI's 
training contribution under Law 181/89 
constitutes a benefit toll.VA. · · 

It is the.Oepartment's practice to treat 
training benefits as recuning grailts (see 
GIA at 37226). Accordingly, we divided 
the amount received by the sales of the 
Specialty Steels Division of n. VA. On 
this basis, we determine the estimated 
net subsidy from this program to be 0.10 
.percent ad wlorem for all 
manufacturers, producers, and exporters 
in Italy of the subject merchandise. 

G. ECSC Article 54 Loans 

Under Article 54 of the 1951 ECSC 
Treaty, the European Commission can 
provide loans direc:tly to iron and steel 
companies for modernization and the 
purchase of new equipmenL The loans 
finance up to 50 percent of an 
investment project. The remaining 
financing needs must be met from other 
sources. The Article 54 loan program is 
financed by laans taken by the 

· Commission. which an then re-lent to 

iron and steel companies in the member 
states at a slightly higher interest rate 
than that at which the Commission 
obtained them. 

ll.VA bad outstanding Article 54 
loans in the POI. These loans were 
transferred to n. VA as part of the partial 
transfer orTemi's assets and liabilities 
in 1989. Two or th818 loans were · 
denominated in U.S. dollus and two in 
European Currency Units ("ECU'•). 

Because Article 5' loans an limited 
to iron and steel companies. we find 
these loans to be specific and, therefore, 

. countervailable to the extant that they 
.were provided on terms inconsistent 
with commercial considerations. 

Because these loans were 
denominated in fmeign currencies, we 
used foreign currency benchmarks for 
our preliminary detennination. 
However, the Article 54 loans bad 
exchanp rata guarantees that allowed 
Terni to calculate the maximum lire 
amount payable (see Law 196/76 
Excbang8 Rate Guarantee Program 
described below). Since tbe9e loans 
were eflectiwly insulated from any 
future changes in the exchanse rate, we 
an not using foreip cunmcy 
benchmark intenlst rates u we did in 
the preliminary determination. Rather 
we are using the unaeditwortby 
benchmark cliscuued in the Bftlclrmari: 
and Discount Bate 18Ction above. 

At verification we found that one of 
the U.S. dollar IOIDS bad been assumed 
by Terni when it became the parent 
company of the original debtor. We ere 
using the uncreditwortby bancbmuk 
interest rate for the year in which the 
loan was assumed by Terni in order to 
calculate the benefit from this loan, as 
that was the year in which Temi 
incurred the liability. 

Because the 'intel'8St rates paid on all 
the Article 54 l~ns were below the 
benchmark interest rates, we determine 
that the loans provided under this 
program are countervailable. We 
calculated the benefit using our 
standard long-term loan methodology. 
\Ve then divided the benefit allocated to 
the POI by the sales made by the 
Specialty Steels Division of n. VA. On 
this basis, we determine the estimated 
net subsidy to be 1.02 percent ad 
valorem (or all mmufacturers, 
producers. and exporters in Italy of the 
subject merchandise. 

D. Programs Delennined To Be Not 
Countervailahle 

A. Early Retirement 
In Certain Steel from Italy, we 

determined that the thrmt of strikes and 
social unrest prevanted Italian st•l 
companies from laying off surplus labor. 
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As a result, these companies were 
effectively obligated to retain their 
workers until the workers reached 
retirement age. Given this obligation, 
when the GOI created a program to 
allow for early retirement, we 
determined that the steel companies bad 
been relieved of the burden of retaining 
these employees at full salary until the 
normal retirement age. 

In the preliminary determination of 
this investigation, we relied on C.Srtain 
Steel from Italy and determined that . 
early retinnnent provided a 

· countervailable benefit which we 
meas'ured as the savings to ILVA arising 
from not having to pay wages to the 
workers who took early retirement in 
the POL 

At verification in this case, the GOI 
provided evidence showing that 
companies in Italy have the legal right 
to fire workers. Small companies (those 
with less then 15 employees) could 
simply eliminate surplus workers. J.arse 
companies, however, go through certain 
steps and procedures before they can lay 
workers off (other than for cause). 1be 
procedures and the benefits paid to 
employees laid off by these companies 
are provided for in Law 223191. 

Liw 223/91 provides two means of 
removing surplus worjers: early 
retirement and lay-offs under CIG-S. 

l. Early Retirement 
Early retirement is regulated in two 

separate articles of Law 223/91, both of 
which were used by ILVA workers in 
the POI. Each article bas different 
eligibility criteria, but essentially the 
program is available to companies in 
high-technologies and competitive 
industries that are undergoing 
restructuring. Under both articles. the 
companies pay 30 percent of the early 
retilement benefits, while the GOI pays 
the rest. The GOI sets an annual cap on 
the number of workers that can be 
retired under this provision. In 1992, Zl 
percent of the quota was set aside for 
steel workers. 

2.CIG-S 
CIG-S (the extraordinary 

compensation fund) is also regulated by 
Law 223/91. CIG-S provides for lay-offs 
by companies that (1) are underaoing 
restructuring. (2) have more than 15 
employaes. and (3) belong to a wide 
range of industries. The GOI must 
approve use of this program, under 
which laid-off workers naive a certain 
percentage of their wages for tm. 
years. Thereafter, they may reariw 
further compensation under a follow-up 
program (mobility). The GOI payc 80 
percent and the eompanies zo percent or 
the benefits. 
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In a meetinl with a U.S. Embassy 
official at verification, we leamecl tbat 
approximately 25· percent of the Italian 
workforce is emplOyecl in companies 
eligible for the provisions under Law 
223/91. The remainins 75 percent work 
for companies that do not bave to offer 
their employees any benefits upon 
18p1118tiDD except the obliptory 
l9V8nmce payment that is also paid to 
workers who take early Ntimnent or are 
placed DD the CIG-5. Employees in 
these smaller companies who are leid 
off receive only govemment-providecl 
unemployment com~tion. · 

JI.VA, an tbe othei band. belanp to 
that c:atepry of companies (lmpr 
companies In ltrUCtUJ'll ad ec:anmnic 
crilis). that baw to undntab c:iertain 
specific •pa before actually getting rid 
of IUl'plUS J8bor. Therefore. the 
altematives facing D..VA are ..ny 
retirement ad tba F9""8'WDt lly offa 
under CIG-5, provided mm i..w Z2.3/ 
91. 

In determtnins whetb9r wmUr 
benefits IUCb • .my nrtirmnent amr.r 
a subaidy on tbe company, W9 loolt to · 
wi.tbertbe campay i..-... •lined 
of an oblipticm it would atbmwi88 
incm. (See 98CliaD 355.<M(p of the 
Propwd Replatiam.) In thia ........ 
ww Bad that. m the atw-ce oftbe ..ny 
Ntirement prosram. the abliptim that 
would be inaund is that tm,_cl bJ 
the altemati,,. nailable to n.v A. the 
CIG-S pmpma. We b9V9 -....i tbat 
.. companies In • wide ftriety or 
lncfustries that are undeJaoina 
restructurina can Ul8 the aG.-5 PftJllUl 
to lly off warbn. 'l'beNfore. ww believe 
that this program establilbes the 
bencbmUk for the obliptiOlll D..VA 
would otherwise haw tawuda the 
workers it NtiNs early. 

Baled on the information .. baft 
received. we baw not been able to make 
an exact mmpariaan of the finencial 
obliptions D..VA would incur under · 
CIG-S u oppoaed. to theeuly 
l'8lilemeat acbeme. Became the benefits 
paid to a worker under early Ntinmaent 
can extend fram one to men dla tm 
years (wa... CIG-S peymeata are 
limited to tine years) uad becaUl8 the 
percentap paid by tbe campay is 
hued on different amounts (the 
worker's penaion, which ftri• fram 
worker to worker. for early~ 
and the worker"a lalary for Cl<r-5), we 
are doubtful that exact compuisau can 
be mede. However, WI baw uaecl the 
infmmetian we haw and made certain 
limited auumptians to calculate the 
finudal obligatlom OD D..VA imposed 
by early Ntil9ment txc:.d tba finuu:ia] 
obligations tbat would be impOllld by 
CG-S. (See Memorandum fram Team to 
Barbara It Stafford dated April 11, l91M 

DD &li Da l'DCllll B-o99 of the main ad,,.._ tnfmwnCll regarding the 
Commerce Building.) Therefore. W8 &nd distribution of benefits under the 
that the early rtti1911H1Dt propun is not prosram because the GOI was not 
munaervailable. uncooperatiYtt or otherwise remiss in 
B. Low 7116176 Ext:han,e Rate Guanrm. providing the NqUested data. Therefore. 
Pra.nun WI determine tbat the program is not 

-...- countervailabJe. 
This ~applies to foreign Given the circumstanC.. under which 

cwnncy loua" taken out by Italian ww have reached this detennination. i.e .• 
companies. Under the propam, llckins certain important information. 
repayment amounts are calculated by thi 1:..;.~,.... f labi 
refenmc:e to the exchange rate in effect • --a 0 non-countervai "lity 
91 the time the loa ia tabn out.Uthe will not mrry over to future 
exc:hmp rate chanps over time, tbe lnvestiptiDDL Tb919fo19. until a fuller 
propam aeta 8 celling uul a Boar to · NCord is developed which allows us to 
limit the llffect of the exctuense nte undeltake a thomush analysis, 
cbanse DD the bonoww. For exmn .. 1 ... u J*ltionen will not have to provide new 

I ,.... evidtnc:e In order for us to investipte 
the lire depreciatee ,,. pen:at .- this prapam. Jn addition, wa intend to 
the DM ltba cunacy m which tb8 loan reimestipte this propam in the lint 
ta taken out), bmiowma wauld ammally edminiatratiw review requested should 
find tbat th9y would haft to 19p&y lw •L.•-,...._t _.. (ba lbw terms). Ho..,,.. ..... inveltipticm ntault in a 
under tbt Ew:banp Rate Guarutae countenalling duty order. 
Plqpmn. tbe ceWaa would ICt to limit C. FbWd• Loon Gumantees 
tbe bu:l.....s 19p&ymat 111DD11Dt to hlo. Certain loam made to Ternl were 
,....at. n.e-is akoa lloar In tbe wumed by D..VA. and were still 
PftllNID whicb wauJd apply If tbe U. outatacliw during the POI. At the time 
appNdatecl apimt tbe DM. 'lbe lloar -
WQuld limit any wiDdfaD to the the loam went taken out they were 
bmaows. guumteed by Plnlider, the holding 

In·the-"--detenaluticm (• cmnpuy ofTeml and then TAS. 
r---r Pinstdarmteftld Into li-·'~-"cm ba ba c.t.iD Steel) ... found this prapam .. - .. 

to be•;.. .,.a&c bec:a .. we 1988. Nevertbelw. D..VA amtinued to 
be1iewd the propun w. limitecl to pay the......- ... for ti- loam to 
ECSC loam. However. we cliacoveNd at Flnaicl9r until 1191. At that time. D..VA 
the 'Wtdflcation iD this iD'Nlliptiaa tbat cwed to pay guanntee fw to F'iDsidtr 
we .bad DNrloobd tnfoaDatiOa In tbe · ad. iD ..... ce. ••lf-panmteed" tb-
_,..... whlc:b indlcatecl tbat ....... 
guum1tw UDMr tbia pl'Op&lli went aJ.o Petltiantn &JIU8 that the Department 
avalllble far loem mMle tiy the Coundl abouJd muntervail th818 loan 
ofEmape a..ttlmamt Fmid ("CEit"). guumt- because: (1) The fees paid for 
We attempted to leun mare about the tbe guannt .. were lea than what 
propam'a de fodo 1pecl&dty at would ba'Wt been paid to a cmnmen:ial 
wrilc:ation aa It bec:iuDe clear that the guuantar; and 12) guarantees to Tami, 
Pl'Olftllli wu not de jun= an UllCl9ditwmtby c:mnpany, COlillltute 
- We establiabed that~ rete aovmmnent inl8"ention tDSUring tbe 
·guumne. for CEil lOUll are provided extension of the loans. 
far In Law 798, the same law that Although information obtained at 
provides guarant .. far ECSC lOuis. We verification indicates that n.VA paid 
leemed that CEil lOUll ua dnipd to Finsider lms than it would bave paid a 
improve IOCial amditiom iD the commercial panntor, we bave 
weaktlt aectan of aocitty by providing concluded that D..VA received DO 
loans to small· ad medium-sized beneflL Given that Finsidtr wu in 
bwfn11111 to c:nt1t1 employment liquidation and pNSumably could not 
oppmtunltiel. OBiciaJs D8IDld the have carried out the guarat•. R.VA 
following axamplts of areulactiviti• was NceiviJls nothing iD udump for 
tbat recaiw funds from the CEil: its payment&. Therefore. we find that 
llricuhW'I. handicraft. tourism. Wt ti- IOUI guarantees are DOt 
examined certain lOUi documents Uid c:ountervailable. 
establtabtd that guaranteaa W9l9 in ft-M.. 
tfftct OD CEil Joana. However, given the D. 1nterest Grants for .. Indirect UISUla" 

limited time and the manner in which Under Law '150/IJ 
the data were orpnized. Italia omc:iala At vtrific:ati~. wa established that 
went not able to provide iDfonnatian Law 750/81 wu palled as a -it of tbe 
l9llU'diDI the distribution of benefits 1981 Iron and Steel plan to pnwide 
paiwidtcf to CER and ECSC borrowers. interest pats to aec:ton within tbe st•l 

Bued an the infonnaticm we have. the iDduab'y which were delipated • 
pch.enp risk puantees may be non- strategic aeaois. The program wu in 
specific. MGl'llO'Wtl', WI CUDOt draw pi.ce frmn 19111 tbrougb 19U. 
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One of the sectors designated as a 
strategic sector was forgings and 
castings. as these steel products were 
used in the construction of electrical 
power plants. Since Tami was the only 
producer of this type of forgings and 
castings, the GOI provided assistance to 
Tami to allow it to reach full production 
capacity. · 

Because these benefits were provided 
for the production of forgings and 
castings. we determine that they do not 
provide a. benefit to the subject 
merchandise. 
E .. ECSC Article 56 Redeployment Aid 

Under Article 56(2)(b) of the ECSC 
'.freaty, Ndeployment assistance is 
provided to workers affected by the 
restructuring of the coal and steel . 
industries in the ECSC member states. 
The assistance consists of the following 
types of grants: (1) Income support 
grants for workers affected by 
unemployment, re-employment at a 
lower salary or early retirement; (2) 
grants to enable companies to continue 
paying workers who have been laid off 
temporarily; (3) vocational training 
grants; and (4) resettlement grants. The 
decision to grant Article 56 assistance is 
contingent upon a matching 
contribution from the member state. 

The portion of Article 56 
redeployment grants funded by the 
ECSC comes from the European 
Commission's operational budget for the 
ECSC steel program. This budget is 
funded by (1) levies imposed on ~l 
and steel producers in the member 
countries; (2) income from ECSC's 
investments; (3) guarantee fees and fines 
paid to the ECSC; and (4) interest 
received from companies that have 
obtained loans from the ECSC. 

Because payments from the ECSC 
under Aiticle 56 are sourced from 
producer levies, we find them to be not 
countervailable (see Certain Steel from 
Italy at 37336). (nie matching 
contributions from the GOI for the 
trainiq elements of Article 56 were 
discussed above under Law 181/89.) 

F. European Social Fund ("ESF") Grants 
The ESF wu established by the 1957 

European F.c:onomic Community Treaty 
to increase employment and help raise 
the living standards of workers. 

We foUnd in Certain Steel from Italy 
that the ESF receives its funds from the 
EC's general budget, whose main 
revenue IOUl'UIS are customs duties, 
agricultural levies, value.added taxes 
collected by the member states, and 
other member state contributions. 

The member states are responsible for 
selecting the pro;ects to be funded by 
the EC. The EC then disburses the grants 

to the member states which manage the 
funds and implement the projects. 
According to the EC. ESF grants are 
available to (1) people over 25 who have 
been unemployed for more than 12 
months: (2) people under 25 who have 
reached the minimum school-leaving 
age and who are seeking a job; and (3) 
certain worbrs in rural areas and 
regions characterized by industrial 
decline or lagging development. 

ESF grants received by ltaly were · 
used for two purposes: (1) training laid
off employees for jobs outside the sector 
in which they bad previously been 
working: and (2) training of workers to 
perform new jobs within the same 
company. 

Evesy region in Italy has nceived ESF 
funds. Thmefore, we determine that this 
program is not regionally specific 
within them=· of S 355.43(b)(3) of 
the Proposed lions. Furthermore, 
we note that to the extent there is any 
disproportionality in the regional 
distribution ofESF benefits (i.e., to the 
regions of aouthem Italy), it has not 
resulted in a countervailable benefit to 
the production of the subject 
men:bandise,·which is produced in 
northem Italy. 

G. Aid Under the National Research 
Plan 

In 1985, the Ministry for University, 
Technology and Scientific Research 
assigned 19 billion lire to Temi under 
the National Research Plan for steel. The 
research funds covered costs of 
personnel assigned to specific research 
projects in research laboratories. The 
research under this plan was contracted 
out to Temi as the nsult of a 
competitive bidding process. 

At verification, we established that 
the assistance under the National 
Research Plan was provided under Law 
46/82. Under the same law, the GOI has 
supported similar research plans for 17 
other industries or sectors. Moreover, 
documentation provided by the GOI 
showed that 1he steel industry did not 
receive a disproportionate share of the 
funds. provided for research plans. 

Thus, we detemin.e that benefits 
under the program are not limited to a 
specific enterprise or industry or group 
of enterprises or industries. Therefore, 
we find this program to be.not 
countervailable. 

H. Job Promotion Under Law 28ll89 
The job promotion component of Law 

181/89 involved a number of measures 
designed to promote self-employment 
among workers in Naples, Taranto; 
Tami, and Genoa. These measures 
included, among others, assisting former 
workers in starting their own 
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busin8sses, pro\iding specialized 
management training. and increasing 
the level of financing available to new 
businesses. In general, these measures 
were coordinated by an IRl-pwned 
company, Societa Finanziaria di 
Promozione e Sviluppo Imprenditoriale. 

Based on the infonnation provided at 
verification, we determine that the "job 
promotion" component of Law 181/89 
provides for workers leaving the steel 
industry. Moreover. there is no 
indication that ll.V A (or other 
companies in Italy) had an obligation, 
legal or otherwise, to provide assistance 
to workers leaving the steel industry. 
Therefore, we determine that ll.V A did 
not receive a benefit from assistance 
provided under the job promotion 
component of Law 181/89. 

W. Programs Wbicb Were Not Used or 
Which Did Not Beaefit the Subject 
Men:beadise ill tbe POI 

A. We established at verification that 
the following programs were not used 
during the POI. 
1. Subsidized Export Financing Under 

Law221/11 
2. Eady Retirement Provision undeT Law 

JBJ/89 
3. Personnel Retraining Grants under 
· Law615/71 
B. We established at verification that 

loans provided under the following 
programs wme not outstanding in the 
POI. 
1. Finsider Loans 
2. Interest Subsidies under Law 62 7181 
3. Financing under Law 464/72 

C. We established at verification that 
the following programs were directed to 
the South of Italy. Since production of 
the subject merchandise takes place 
outside the South. we determine that 
these programs did not benefit the 
subject merchandise. 
1. Law 615177 Capital Grants 
2. Reductions of the Value Added Tax 

("VAT") under Law 675/11 
3. lntel'f!St Contributions under the 

Sabatini Law (Law 2329165) 
· 4. Social Security Exemptions 

5. ILOR and IHPEG Exemptions 
Interested Party Comments 

Comment l 
Petitioners argue that the 

Department's preliminuy decision to 
measure subsidization by a comparison 
ofTAS' equity before and after 
18Structuring, which they labeled the 
"snapshot" approach, was improperly 
substituted for, and contrasts sharply 
with, the cash now approach the 
Department has historically used to 
measme subsidies. Petitioners allege 
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that by focusing only on the differences would not be covering them, IL VA 
in TAS' balance sheet at two different received a benefit in that amount. 
points in time, to the exclusion of a However, we disagree with petitioners 
review of the intei'mediate activities that the so-called snapshot approach 
undertaken by the GOI to bestow funds • cannot be substituted for the cash flow 
on ILVA, the Department ignored the approacb traditionally used by the • 
full measwe of debt.iorgiveness and Department. FiJst, our approach in this 
ether assistance provided to IL VA. final determinaticm is consistent with 

Petitioners a1sO ugue that the the methodology Ul8d to 8IS8llS 
problem with the Department's muntervaiJable benefits arising out of 
approach is that it ignored the siz.eable restructuring in Certain Steel from 
liabilities and negative equity position Austria. Second. it fully and accurately 
left behind in the "empty shell'-' ofTAS meaawes the benefits conferred on the 
which were brought about by the production or the sub;ect merchandi•. 
restructuring as a JeSult of the artificial Finally, petitioners misu1e the concept 
separation of TAS' assets and liabilities. of the cash flow effect. 
Petitioners maintain the Department's As explained above, in Certain Steel 
approach focuses exclusively on net from Austria, when the company 
changes in equity, regardless of the producing steel was nstructured, we 
individual transactions that caused the found that a benefit to the new company 
changes which would have been arose because the new company did not 
captured in a cash flow analysis. receive any of the losses accumulated by 
According to petitioners, the only way the former company. There was no 
to accurately measure the subsidies specific ad ~f payment or loss coverage 
provided to Temifl"AS is to identify and undertaken by the Gcmrmment of 
measure the v~ue of each in~vidual Austria to eliminate those losses as part 
~on. be it a .srant. equity . of the restruduring. Instead, the lOIS8S 
infusaon, debt forgiveness, or loss were simply left behind in the former 
coverage. d tba th company. Jn Certain Steel from Austria, 

Respondents conten t e th losses left in the "sliell" company 
Department should exclude from the 818 • be 
calculation of any countervailable ~ daterm~ed to countervaila~le. 
subsidy any of the TAS assets S1~larly, 111 the. case of res~ng 
transferred to ILVA or auets remaining TAS mto the ~peca~ty Steels DIVISJOn 
in T AS. In addition, respondents argue of D:-VA. the liabilities and losses left 
that changes in TAS' equity position ~hind in T AS have been found to sfve -
resulting from the official appraisal of nse ~o a benefit to IL VA:· There was one 
assets and liabilities conferred no speafic ad of debt forgiveness between 
countervailable benefit to ILVA. Fi~ider and TAS: That was accounted 
Funhermore, according to respondents, form our calculations, but onl.Y as a part 
assets and liabilities remaining in TAS of the totality of~ restrudunng ad1on. 
could not have conferred a· We further believe that the snapshot 
countervailable benefit to ILVA. Finally approach has fully captured the benefit 
respondents argue that § 355.48 of the ' to the subject merchandise. Based 
Proposed Regulations explicitly P!1~arily on the ann~l. reports of IRI, 
provides for a departure from the cash F1nS1der and TAS. petit~~ners.h~v~. 
flow methodology i.n "unusual ~eveloped ~ long-.Ust.of su~d•.es ~t 
circumstances." ReSpondents argue that mclude IR1 s forgiven"" of ~1ns1der s 
it would be unreasonable to review each debt and numerous and vaned forms of 
ofthe transactions as suggested by payments to TAS throughou.t and 
petitioners because of the extreme subsequent to the restrudunng: ~e 
complexity of the transactions involved have. c~ncluded that CC!un~erva1ling 
in this case. Respondents maintain the subS1d1es from 1RI to FinSJder and from 
Department has performed a Finsider to TAS would lead to an 
transaction-specific analysis wherever overstatement of the benefit. (See DOC 
practicable. response to Comment 2.) 

With respect to the subsidies received 
by T AS after the second asset transfer to 
ILVA (e.g., interest paid to TAS on its 
shares in IL VA, capital gain on real 
estate received by T AS, etc.), we 
recognize that these payments did, in 
fact, reduce the liabilities in TAS. 
However, because we included in the 
restructuring benefit the amount of 
liabilities remaining in T AS after the 
second transfer, we have already 
captured the benefits from these 
subsidies. 

DOC Position 
Insofar as our preliminary 

determination focused on the change in 
the net equity position ofTAS, it failed 
to account for certain liabilities and 
losses left behind in T AS. ln this final 
determination, we have addressed this 
shortcoming. We recognize that the 
restructuring resulted in TAS holding 
liabilities and absorbing losses, and that 
those liabilities and .losses would 
somehow have to be covered. As ILVA 
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This is similar to the situation that 
occurred in CAtrtain Steel from Austria. 
As discusaec:l above, we treated as a 
subsidy the amount of losses left behind 
in the fonner company, without regard 
to whether there was a specific act by 
the government to cover those losses. ln 
fact, the Government of Austria did 
make a payment a few years later to that 
company. Recognizing that the second 
transaction was basically to clean up the 
com1;::J"s books for an event that had 
oa:u earlier (the failure to transfer 
losses), W8 did not countervail the 
payment by the Government of Austria 
as it would have amounted to double
counting. 

Finally, petitioners misuse the 
concept of cash flow effect when they 
argue that this concept prohibits us from 
using a snapshot approach. Cash flow 
effects do not identify subsidies. 
Instead, the cash Dow concept tells us 
when to assign the benefit from a 
particular subsidy. For example, the 
cash Dow concept tells us to assign the 
benefits received from a subsidized loan 
to the point in time when the company 
would bave made the interest payment 
because this is when the company's 
cash flow is affected. In this case, the 
effect on ll.VA of not assuming TAS' 
liabiliti• and loues occurred when the 
assets were trensferied, in 1989 and 
1990, and we have assigned the benefits 
to these years. 

Comment2 
Petitioners argue that the Department 

did not dinidly address the question of 
the benefit to the Finsider group as a 
whole, and through the Finsicler group 
to T AS, of a multi-billion lire debt 
forgiveness provided in connection with 
the 1988/90 steel industry restructuring. 
The only debt forgiveness that was 
included in the Department's 
preliminary calculations was the 99.9 
billion lire in debt forgiveness provided 
toTAS. 

Petitioners claim that the Department 
should countervail a debt forgiveness in 
the amount of 6.2 trillion lire to the 
Finsider Group in 1988 and allocate the 
resulting benefit over a sales 
denominator reflecting the scope of . 
operations of the Finsider companies 
that were liquidated and merged into 
ILVA. Moreover, petitioners argue that 
the Department should countervail the 
99.9 billion lire debt forgiveness 
provided specifically to T AS in 1989 as 
a separate benefit. 

Respond"Jllts argue that petitioners 
have failed to establish that the 
forgiveness of Finsider's debt is tied to 
the subject merchandise. Respondents 
argue that the 1988 debt forgiveness to 
Finsider pre-dates the restructuring of 
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Finsider into ll.VA by nearly one year. 
Thus. Finsider at the time of the debt 
forgiveness was not the same company 
as it was when its assets were 
transferred into n. VA. Respondents 
maintain that Finsiderand TAS existed 
and functioned as two separate 
corporate entities and. therefore, argue 
that TAS was never potentially 
responsible for the assumption of 
Finsider's debt. Respondents assert that 
only the 99.9 billion lire debt · 
forgiveness provided directly to TAS. 
should be treated as a countervailable 
debt forgiveness. 

DOC Position 

However. countemiiling both instances France"), 58 FR 37313 (Julv 9, 1993). 
of debt forgiveness would overstate the respondents argue that it is the 
benefit to TAS because we would then reclassification of debt into equity 
be looking at the forgiveness from two which itself constitutes the potentially 
different levels of analysis at the same countm(ailable event in this case. 
time. As stated in the verification According to respondents. sihce the 
reports. the 99.9 billion debt forgiveness potentially countervailable event took 
to TAS was part of the larger debt place after the POI. it is not subject to 
forgiveness provided to Finsider. analysis in this investigation. 
Therefore, in order to be consistent with DOC Position 
the approach chosen in this 
investigation. i.e.;to .focus on the Based on an analysis of the primary. 
producer of the subject merchandise. we features of the 1991 and 1992 
are countervailing only the debt and . provisional capital contributions. we 
loss forgiveness provided to T AS. find that the potential obligation to 

repay JRI (in the event that the EC did 
Comment 3 not approve the capital contribution) 

In the early stages of this Petitioners argue that the 300 billion effectively makes these contributions 
investigation, it became clear to U!S that lire payment &om IR1 to ll.V A in 1992 contingent liabilities. To reflect their 
there were two altemative approaches to should be countervailed as an equity contingent nature. we have modelled 
addressing the allegations in the infusion and not as an interest-U. loan. the provisional capital contributions as 
petition regarding subsidies to the Petitioners maintain that this capital short-term zero-interest loans which are 
producers of electrical steel. One contribution in 1992 was called an rolled over every six months until such 
approach would have been to analyze "interest &ee loan" because, at that time as they are repaid or the EC 
the restnlcturing of the entire Finsider time. it bad not been expressly approves their conversion to equity. 
group into n. VA and to examine all approved as an equity infusion. Also, We disagree with respondents tliat 
subsidies provided to Finsider by IRI petitioners point to the fact that there C..rtain Steel &om France is applicable 
and the GOI. Using this approach we was no loan agreement. Petitioners in this instance. In the French case. we 
would. in essence. be measuring maintain that the Department should were looking at the year the debt-to-
subsidies provided to the Finsider group not base its decision on "technicalities" equity conversion occurred and decided 
as a whole. Therefore. we would not such as the EC's delayed approval and that the equity infusion was the 
have allocated subsidies to any of the the continued absence of a shareholders' potentially countervailable event rather 
group's operating companies, such as decision approving a capital increase. than the loan. In this case, the 
T AS. Petitioners conclude that since the provisional capital increase is being 

The 18C01ld approach would measure Department determined at verification treated as a loan throughout the POI. 
the subsidies provided to the producer that the EC has recently sanctioned this Therefore, there is no other potentially 
of the subject merchandise. In other amount as an equity infusion, the countervailable event in the POI. 
words. our analysis would focus on Department should treat it as such. We disagree with petitioners that 
subsidies such as equity infusions, Petitioners also argue that the 10,900 there must be a loan repayment 
loans. and grants specifically provided million lire "payment on capital schedule or payment of interest in order 
to the producer of the subject account" toll.VA in 1991, which the for the Department to consider these 
merchandise, i.e., 1'emifI'AS and the Department found at verification, payments to represent liabilities. The 
Specialty Steels Division ofll.VA. should be countervailed as an equity possibility of repayment was real. 

We chose the aecond approach for infusion. The nature of this payment Therefore, the provisional capital 
several reasons. First, it is the was identical to that of the 1992 increase is properly treated as a loan. 
Department's policy to try to "tie" payment. Respondents argue that the 
subsidies to the subject merchaildise Department's verification confirmed Comment 4 
whenev'er possible (see GIA at 37267). · that this .1992 infusion was a liability as Petitioners argue that the scope of 
Second. since the Finsider group was · opposed to an equity infusion. operations of the various entities that 
very large. consisting of numerous state- Additionally. respondents state that produce(d) electrical steel (i.e., Temi. 
owned steel producers, only one of there were two conditions which had to TAS. and the Specialty Steels Division 
which produced the subject be met before the 1992 capital of IL VA) has changed significantly over 
merchandise, we believed it would be contribution could be considered an the years as a result of a series of 
more appropriate to focus our analysis equity infusion: (1) Authorization &om restructurings. Petitioners argue that 
on the producer of the subject the EC; and (2) authorization &om the since "/:AS was created during the 1987 
merchandise. Finally. due to the company's shareholder. Neither of these restructuring out of the assets ofTerni. 
extremely complex restnlcturing which two conditions was met during-the POI · I.A.I. and Teminoss, Temi between 
occurred at the Finsider group level. we and the amount was considered a 1978 and 1986 was not the same as the 
felt we would be able to more accurately "provisional capital increase." Thus. the Specialty Steels Division ofILVA after· 
measure the subsidies provided to the Department properly recognized the 1989, which includes the assets of LA.I. 
producer of the subject merchandise by legal limitations placed on this fund and Teminoss. According to petitioners, 
following the second approach. and. treated i1 as a short-term loan. the Department must use a denominator 

Petitioners have argued that the Respondents state that EC's which represents the ability to generate 
Department should countervail the preliminary approval of the capital sales at tbs time a subsidy was given. 
subsidies emanating from the debt contribution in 1993 did not occur until According to petitioners, the 
forgiveness provided to Finsider. nearly a year and a half after the POI. significant difference between 1986 
Petitioners.also argue that we should Citing Countervailing Duty sales ofTerni and 1992 sales ofILVA's 
countervail the 99.9 billion lire debt Determinations: C'.ertain Steel Products Specialty Steels Division indicates that 
forgiveness provided to T AS as well. from France ( .. c.artain Steel &om these two entities are similar in name 

A-15 
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only. Petitioners note that, in cases 
involving a merger, it is the 
Department's practice to perfonn a 
''tying analysis" in order to measure the 
benefits to the entity originally receiving 
the subsidy. Petitioners argue that since 
the 1987 restructuring ofTemi cannot 
be separated froni the overall·Finsider 
restructuring, the Department, as it did 
in the preliminary determination of 
Certain Steel from Italy, should adjust 
Il.VA's sales denominator in order to 
"reflect steel activities prior its 
restructuring." According to petitioners, 
the Department should use the sales of 
Il.VA's Specialty Steels Divisions Temi 
plant (plus its share of intercompany 
sales). as the denominator for Temi
specific loans and grants, thereby 
excluding the stainless steel activities of 
Il.VA's S~y Steels Division. 

Respondents 8J'8Ue that, since Temi's 
stainless steel producing subsidiaries 
(I.A.L and Teminoss), and other Temi 
assets were merely merged into a new 
entity, TAS, which subsequently 
became the Specialty Steels Division of 
n. VA, the restructurings did not 
dramatically alter the entity producing 
the subject merchandise. As such, 
acc:ordin& to nspondents, the 
Department should reject suggestions 
that stainless steel sales be subtracted 
from the denominator. 

Respondents further argue that the 
difference between Temi sales in 1986 
and Il.VA's Specialty Steels Division 
sales in 1992 can be explained by 
increased activity in areas whose 
production capability was enhanced 
pursuant to restructuring. Moreover, 
respondents argue that a company's 
sales cannot be expected to remain 
"static" as petitioners suggest. Finally, 
respondents also 8J'8Ue that, according 
to the Department's "pass-through" 
methodoloS)', the Department should 
find that the price paid by TAS for I.AJ. 
and Teminoss represented the exchange 
of one "subsidized" asset for another 
asset. 

DOC Position 

We disagree with petitioners that the 
1987 restructuring was so fundamental 
that a comparison cannot be made 
between Terni and the Specialty Steels 
Division ofil.VA:Webelieve that it is 
incorrect to characterize the merger of 
I.A.I. and Terninoss into TAS as the 
introduction of unrelated assets to the 
producer of the subject merchandise. 
Since I.Al. and Teminoss were both 
subsidiaries ofTemi prior to the 1987 
restructuring, we find no reason to 
eliminate stainless steel sales from the 
Temi-s_pecific denominator. 

We do not disagree with petitioners 
that Il.VA's sales have to be adjusted to 

properly measure subsidies given to 
Ternifl' AS. As noted by petitioners, .in 
Certain Steel from Italy the Department 
adjusted n. VA sales to calculate subsidy 
margins for benefits accruing to Italsider 
and/or Nuova Italsider. To accomplish 
the same results in this investigation, 
we have used the sales of the Specialty 
Steels.Division ofB.VA to calculate the 
subsidy margin for Terni-specific 
benefits, rather than the sales of U.VA. 

Finally. we agree with respondents 
that a company's sales cannot be 
expected to remain the same over time: 
i.e., a comparison of nominal sales 
values separated by six years does not 
take into consideration "inflation or the 
internal economies of scale resillting 
from restructuring. 

Comments 
Petitioners state that the Department 

did not use the highest interest rate on 
the record of the investigation for 
calculating the benchmark in its 
preliminary detennination. Petitioners 
note that the IMF intertst rates that it 
submitted in the petition are higher in 
some instances than the interest rate· 
used bv the ~t. 

The 'tOI, on the other hand. l!J'gUes 
that petitioners' suggestion that the 
Department use the Italian "lendiDR 
rate," as provided by the IMF, should be 
njected since this is a short-term 
interest rate. Thtnefore, according to the 
GOI, this interest rate should not be 
considered rep1818Dtative of the highest 
long-term interest rate in Italy. 
Respondents state that the Department. 
as it did in the final determination of 
Certain Steel, conectly used the 
nference rate provided by the Bank of 
Italy to calculate benchmark rates. 

Doc Comment 
We note that the Bank ofltaly's 

nference rate is the h'ghest average 
long-term fixed interest rate on the 
record of this investigation. Because 
section 355.44(b)(6)(iv)(A) of the 
Proposed Regulations lists short-term 
interest rates as the least preferred 
choice for an unc:ntditwortl\Y long-term 
interest rate benchmark, we cannot use 
the IMF "lending rate" as suggested by 
petitioners. Accordingly, the 
Department has continued to use the 
reference rate plus 12 percent of the ABI 
prime rate for purposes of constructing 
benchmark and dil!Q>unt rates. 

Comment& 
Respondents argue that in cases 

involving companies experiencing a 
major restructuring or expansion, the 
Department recognizes that a reasonable 
private investor's analysis may depend 
on the company's prospects, rather than 

A-16 

its past financial experience. 
Respondents cite to Certain Carbon 
Steel Products from Sweden, 58 FR 
37385 Ouly 9, 1993) in ~pport of their 
argument. 

According to respondents, the ECSC 
Treaty permits government investment 
in a state-owned steel company only in 
cues where the EC determines that such 
investment is provided "under 
circumstances acceptable to a private 
investor operating under normal market 
economy conditions." Because of this 
requirement, a team of independent 
experts examined the GOl's proposed 
restructuring plan and concluded that 
the implementation of the plan afforded 

. Il.VA ..aonable chances of achieving 
financial viability under normal market 
conditions. 

Respondents further 8J'8Ue that the 
Department has considered the EC's 
approval of government equity 
investments as evidence that the 
transaction confers no counterv&ilable 
benefits. Respondents cite to the 
administrative review of Industrial 
Nitrocellulose from France, 52 FR 833 
(January 9, 1987), which involved the 
French nitrocellulose ind~. 

Petitioners 8J'8U8 that Il.VA s claim or 
equityworthinesa in 1988 is without 
merit. Il.VA's predecessor companies, 
including Terni, incurred losses in 
every year examined by the Department. 
In addition, petitioners ugue that 
nothing on the record suggests that 
Il.VA's prospects after 1988 were so 
optimistic as to overcome years of jJOC)r 
financial perfonnance and justify 
commercial investment by a private 

. investment company. 

• DOC Position 

We agree with 18Spondents that where 
a major restructuring or expansion 
occurs, it may be appropriate to place 
greater relianc:a on the future prospects 
of the company than would be the case 
where an equity investment is made in 
an established enterprise (see GIA at 
37244). For example, in the Swedish 
Steel case cited by respondents, we 
considered such factors.u: (1) The 
anticipated rate of retum on equity: (2) 
the extended length of time before the 
company was projected to be profitable: 
(3) the prospects of the world steel 
industry; (4) the cost strudure of the 
company. 

In this instance, the 1988 equity 
investment was made in Il.VA. a 
compL-iy which would differ from the 
operating.companies that went into it 
principally because of the substantial 
debt forgiveness that oa:urred IS part or 
the 1988-90 restructuring. Relieved of 
this debt, n.VA's balance sheet, when it 
began operations in 1989, would be 
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much improved over that or i~ 
predecessor. Finsider. 

Beyond this, however, we have little 
indication ofll.VA's future prospects. 
There is no infonnation on expected 
rates or return, the time frame far 
achieving profitability, or developments 
in the steel market that would allow us 
to reach a conclusion that Il.VA would 
yield a reasonable rate or return in a 
reasonable period or time. . 

Respondents have cliscusaecl two 
indicators of the fubue _prospects or 
n.VA; the independent study . . 
undertaken by the EC and the EC's 
decision allowing the investmenL With 
respect to the study, it wu not placed 
on the record and we have had DO 
opportunity to analya iL Without such 
analysis, we cannot simply ac:cept 
respondents' characterization of the 
study'• conclusion. -~-

We also disagree with ·-i---uts 
that the EC's findinl on this investment 
is dispositive. Our detenninations of 
equityworthiness are made in 
accordance with the Department's 
standards, not the EC's. ln Final 
Affirmative Countervailing Duty 
Determination: Certain Hot Rolled Lead 
and Bismuth Carbon Steel Products 
from France, 58 FR 6221, 6232 Oanuary 
27, 1993), we explidtly rejected the EC 
approval or the investment as not 
relevanL In Industrial Nitroc:ellulase 
&om Franca. dtad by respondents, the 
Department performed its own analysis 
and, contrary to respondents' assertion, 
did not rely on an EC finding. 
Respondents' reliance on "principles of 
comity" (dting the Restatement ('l'bird) 
of Foreign Relations Law of the United 
States (AIJ) section 481, is also 
inapposite. becauae comity involves 
respecting ~oreisn ;udgments regarding 
the disposition of property and .the 
status or ~ns. 

Finally, while indicators of past 
perfonnanca may be less important; we 
do not believe that a private investor 
would ignore them entirely. As 
explained in our discussion ofTerni's 
equityworthiness above. that company 
had perfonned poorly. Similarly, 
ltalsider, another company that was 
restructured into Il.VA, had.perlonned 
poorly (188 6.rtain Steel &om Italy). 
Therefore. the past perionnanca or 
companies that became ll.VA offered DO 
basis to believe that the 1988 investment 
in Il.VA was consistent with · 
commerdal considerations. 

Comment7 
Respondents argue that the 

Department only countervails worker 
assistance when a company is relieved 
of an obligation it would otherwi• 
incur. According to respondents, 

because it confinned at verific:aticm that 
Italian companies have no obliption to 
retrain their worken, the Department 
should conclude that ECSC Article 56 
worker training is not muntervailable. 

DOC Position 

First. it should be noted that we did 
not countervail the portion of Article 56 
retrainingJl'BDts fuDcled by the ECSC. 
With respect to the portion fundecl by 
the GOI under Law 181189, we clisapee_ 
that the workers uiiltance provision of 
the Proposed Raplatlona is applicable 
in this situation. There is a distinction 
between funds which cover the coat of 
UPIP8ding the skills of workers 
mn•ining at n.VA (which is a cost 
normally born by the company to 
improve the efficiency of its work force), 
and funds provided to train worbn 
leaving n.vA, whicb we consider a 
benefit solely to the worker. Only the 
former is properly c:ategarimd • 
counternilatile •'wmker uaistanca" 
under l8Ction 355.44(0 of the Proposed 
Regulations, to the extent that It relieves 
the company of the cost of improvins its 
workers' skills. . . 

Since the GOJ'a contn'butiona to 
match the ECSC Article 56 payments 
were only available to mal c:ompaiea 
and these funds were used to covar part 
of ll.VA'• coats or training workers who 
remained at n.VA, we finCl that a 
countervailable benefit is being 
provided. 

Comment& 

The GOI states that, baled on the 
clearer understanding pined by the 
Department at verification reprdina the 
types of loans eligible for Law 796176 
exchange rate guarantees. this program 
"should be fo1Dld not counterveilable. 

DOC Position · 

We note that the Department failed to 
send the GOI a deficiency questionnaire 
indicating that more information was 
needed to demonstrate the de facto uae 
of Law 796/76. When it became evident 
at verification that such information was 
needed, we attempted to 9ather IL 
However, the information could not be 
provided in the form ntlCllSSBry in the 
limited time available during 
verification. · 

Accordingly, we have not made the 
adverse inference that this program is de 
facto specific to the steel industry. 
However, we note that this finding of 
non-countervailability only relates to 
this investigation and is aub;ect to 
revision at the first administrative 
review if a countervailing duty order is 
issued. 

A-17 

Comment& 

The GOI notes that exports or the 
sub;ect merchandise to the U.S. were 
not financed using Law 227/77. 
According to the GOI. this financing 
should not be considered 
countervailable because it is not limited 
to a particular industry and is also 
consistent with the Organization for 
Economic Cooperation and 
Development Understanding on omdal 
export credits. The GOI argues that 
since this financing is pennitted by a 
multilateral agreement binding both the 
U.S. and Italy, it should not be 
consideled counterveilable. 

DOC Position 

We found no countervailable benefits 
under this prosram because n.v1r. did 
not use this financing for exports to the 

·United States. With respect to the oth• 
arguments raised by the GOI. since this 
propmn pnwided export~. its 
availability to a lup number of 
industries is not relevant. For export 
subsidies, we naecl only =unuant 
to 355.43(a)(1) of the PrO 
Regulations, that the ftnancins for 
exports is provided at preferential rates. 
Second, although the U.S. and Italy 
participate in the OEa> unnpment 
which establishes the interest ratea that 
can be charged on export loans, nothing 
in that arrangement would preclude the 
application of countervailing duties on 
merchandise entering the U.S. which· 
received subsidized finandng. 

Comment10 

Respondents note that at verification. 
the Department determined that Law 
181/89 actually had three components: 
(1) the crmtlon of alternative 
employment opportunities; (2) the 
development or new industrial 
initiatives ("reindustrialization"): and 
(3) worker retraining. Respondents state 
that the Department further detennined 
that Il.VA only received funds under the 
reindustrialization provision or Law 
181/89. 

or the three reindustrialization 
projects, respondents claim that two 
were tied to non-aub;ect merchanclile. 
Therefore, they are not countervailable 
pursuant to section 355.47 of the 
Proposed Regulations. The third. 
reindustrialization proiect was a 
.. retraining canter." Respondents UIU• 
that the Proposed Regulations state that 
..worker usistance" is only 
countervailable to the extent that it 
1elieves a company or an obligation that 
it would otherwise incur (see sectian 
355.44(j) of the Propmecl Regulatioaa). 
Since there is DO obliptiaa ill Italy to 
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retrain workers. this ·project does not 
provide a countervailable benefit. 

DOC Position 
As a matter or clarification, 'we found 

that Law 181/89 has four components, 
the fourth being early retirement. 
However, the early retirement 
component expired prior to the POI. 
Since early retirement is typically 
considered a recurring benefit and, 
therefore, allocable to the year in which 
received, we did not establish the extent 
to which it had or had not been used by 
ll.VA. 

Regarding the reindustrialization 
component, we agree that two or the 
projects involved the further processing 
of non-subject merchandise. Therefore, 
we have found them not 
countervailable. 

However, with respect to the training 
center, we disagree that this amounted 
to worker assistance within the meaning 
or the Proposed Regulations. As 
discussed in Comment 7 above, there is 
a distinction between worker assistance 
and funds that are being used to cover 
the costs that n. VA would incur to train 
its work force. Although not 
exclusively, the training center in 
question is used to upgrade the 
technical skills of n. VA workers. 
Therefore, we have determined that the 
GOI payments to cover part of the cost 
of building a training center provide a 
countervailable benefit toll.VA. 

Comment 11 
The GOI argues that the early 

retirement program would only be 
countervailable if companies had no 
choice but to keep surplus workers on 
the payroll. However, companies can 
carry out large-scale lay-offs under 
Italian law. Thus, the GOI contends that 
early retirement is an alternative to lay
offs and not ail alternative to 
maintaining excess workers. The GOI 
contends that because companies are 
required to contribute to the costs for 
early retirement, the program is a 
burden. not a benefit. to them. The only 
beneficiaries under the early 1etirement 
program are the workers. 

Moreover. according to respondents, 
early retirement is available to workers 
in a broad range of industries. The 
Department should, therefore, find that 
there is no selective treatment under the 

programAcco...'.J' t t"t" "fi • nung o pe 1 1oners, ven 1cation 
confirmed that early retirement is only 
available to a limited group or 
industries. Moreover, because use of 
early Jetirement under Article 27 is 
contingent upon approval from a 
government committee, the 001 
exercises discretion in determining 

which industries can use the program. petitioners alleged several subsidies to 
Petitioners also argue that Italian T AS after the second asset transfer and 
companies have an obligation to provide JeCeipt of Italsider's shares by T AS was 
early 1etirement benefits once the among them. As we explained, we 
workers have opted for the program. believe that we have captured the full 
The benefit should. th8J8fore, be benefit to the subject merchandise from 
calculated as the GOl'a contribution to the restructuring without analyzing 
the program because if savemment these individual transactions. Therefore. 
funds had not been provided, ll.VA TAS' payment or non-payment to 
would have been legally JeSponsible for Italsider is irrelevant to our analysis. 
the entire cost, accordillg to petitioners. . However, although we did not verify 
lxx; Positi . that TAS (in liquidation) paid ltalsider 

on · for the shares, we do not believe that 
We agree with the GOI that, by law, TAS kept the proceeds from the sale. 

companies iD Italy can cany out lmBe- This is because the proceeds were so 
scale lay-offs. Mmeover, we have no large (1,563 billion lire) that they would 
eviden~ ~t Italian companies have a have been more than enough to pay off 
legal obligation to keep workers on the all ofTAS' outstanding liabilities and to 
payroll until they reaCh normal Jetum the company to a positive equity 
Jetirement age. However, based on position. However. as TAS' books 
verification, we have found that some indicate, this did not happen. 
companies, includins ll.VA, belong to a Comment 13 
categmy of firms that must go through 
certain ••steps and procedmes," in the 
form of the provisions under Law 223/ 
91 before they actually can reduce the 
workfome. ID practice, therefore, 1arge 
companies are obligated to use Law 223/ 
91 to deal with surplus workers. 

Regardins the geDeral availability or 
early Jetirement, the structure of Law 
223/91 is aUch that the early retil8Jnent 
option is available to a smaller sroup of 
companies than the lay-off option, CG
S. Because the GOI was not able to 
provide evidence showiJls that the steel 
producers did not raceive a 
disproportionate share of the quota 
granted under the early retirement 
option, we have used~ as our 
"benchmark." Since the financial 
obligations imposed on the company 
under early retirement are more onerous 
that the obligations under CIG-S, we 
have determined that ll.VA did not 
JeQtive a benefit under the early 
1etirement program. 

Comment 12 
Petitioners argue that the shares in 

ll.VA owned by Italsider (in liquidation) 
were transferred to TAS he-of-charge 
in 1990. Respondents argue that ll.VA 
did provide an invoice from Italsider 
Jequesting payment from TAS but that 
n.VA was unable to locate the payment 
record during verification. Moreover, 
respondents argue that the Department 
never posed the question of payment to 
TAS (in liquidation), nor did the 
Department verify the records of TAS 
(in liquidation). The1efo19, respondents 
argue, ll.VA should not be penalized for 
any missing information over which it 
has no control. 

DOC Position 

As discussed above in connection 
with the 198&-90 restructuring; 
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Petitioners maintain that although 
evidence presented at verification may 
demonstrate that Terni received Law 
750/81 funds based on its identity as a 
producer of forgings and castings. the 
Department nevertheless found that 
Temi's accounting records did not 
1eflect that these grants were designated 
only for the production of forgings and 
castings. TheJefore, petitioners argue 
that Temi treated and accounted for 
these grants as general funds, and did 
not specifically allocate them to its 
forgings and castings operations. 

DOC Position 

We find these grants to be not 
countervailable since they applied to 
merchandise not subject to this 
investigation. We disagree with 
petitioners' argument that Temi's 
treatment or these funds as "general 
funds" demonstrates that they were not 
specifically allocated to the production 
of forgings and castings. We stated in 
the GIA that when a company receives 
a general subsidy, the Department does 
not attempt to ''trace" or establish how 
the subsidy was used. Conversely, if the 
subsidy is tied to the production or . 
merchandise other than the 
merchandise under investigation, the 
Department also does not attempt to 
trace or establish how the subsidy was 
ultimately used. Furthermore. we 
believe that respondents provided 
sufficient documentation, which is fully 
discussed in the n. ~ verification 
report, that grants under this program 
specifically applied to the production of 
forgings end castings. As stated in the 
GIA at 37267, if the benefit is tied to a 
product other than the men:handise 
under investigation, the Department 
will not find a countervailahle subsidy 
pn the subject merchandise. 
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Verification 
In accordance with section n&(b) of 

the Act, we verified the infonnation 
used in making our final detennination. 
We followed staDdard verification 
procedures. including meeting with 
government and company officials, 
examination of 18levant accounting 
records and examination of original 
sowce documents. Our verification 
18SUlts 818 outlined in detail in the 
public venions of the verification 
reports. which 818 on file in the Central 
Records Unit (room B-099 of the Main 
Commerce Building). · 

Suspension of lJquidation 
In accordance with our affirmative 

p1eliminary determination, we 
instructed the U.S. Customs Service to 
suspend liquidation of all entries of 
electrical steel from Italy, which were 
entered or withdrawn from warehouse 
far consumption, on or after February l, 
1994, the date our preliminary 
detennination was published in the 
Federal Register. If the rrc issues a 
final affinnative injury determination, 
we will instruct Customs to require a 
cash deposit for entries of the 
merchandise after that date in the 
amounts indicated below. 

Electrical Steel 
Counlry-Wide Ad Valcnm 

Rate ···-.. ··--.. ••• .. --.. ·--·· 24.42 

ITC Notification 
In accordance with section 705[d) of 

the Act, we will notify the rrc of our 
detennination. In addition, we are 
making available to the rrc all ·. . 
nonprivileged and nonproprietary 
information relating to this 
investigation. We will allow the rrc 
access to all privileged and business 
proprietary infonnation in our files, 
provided the rrc confirms that it will 
not disclose such information, either 
publicly or under an administrative 
protective order. without the written 
consent of the Deputy Assistant 
Secretary for Investigations, Import 
Administration. 

If the rrc detennines that material 
injury. or thl88t of material injury, does 
not exist, these proceedings will be 
tenninated and all estimated duties 
deposited or securities posted as a resalt 
of the suspension of liquidation will be 
refunded or cancelled. If, however, the 
rrc determines that such injury does 
exist, we will issue a countervailing. 
duty order directing Customs officers to 
assess countervailing duties on 
electrical steel from Italy. 

Return of Destruction of Propnetary 
Information 

Thia notice serves u tb.e only 
reminder to parties subject to 
Administrative Protective Order (APO) 
of their responsibility concerning the 
19tum or destruction of proprietary. 
information disclOl8d under APO in 
accordance with 19 CFR 355.34(d). 
Failu18 to comply is a violation of the 
APO. 

This determination is published 
pursuant to section 705(d) of the Act 
and 19 CFR 355.ZO(a)(t). 

Dated: April 11, 19M. 
5uuD G. E111m•n, 
Asmtant SeclfJtDq far Import 
Administration. 
IFR Doc. IM-9313 Filed 04-15-94: 8:45 uni 
........ CODI! ....... 
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Notice Of Final Determination of Sales 
at Less Than Fair Value: Gl'llin
Ortented Electrtcal Steel ~rom Japan 
AGENCY: Import Administration, 
International Trade Administration, 
Department of Commerce 
EFFEC1WE DATE: March 25, 1994. 

· FOR FURTHER INFORMATION CONTACT: 
Michael Ready or Jennifer Katt, Office of 
Antidumpina Investigations, Import 
Administration, International.Trade 
Administration, U.S. Department of 
Commerce, 14th Street and Constitution 
Avenue, NW., Washington, DC 20230; 
telephone: (202) 482-2613 or (202) 482-
0498, respectively. 
FINAL DETERMIMATION: We determine that 
imports of grain-oriented electrical steel 
from Japan ant being, or are likely to be, 
sold in the United States at less than lair 
value, as provided in section 735 of the 
Tariff Act of 1930, as amended (the 
"Act"). The estimated margins are · 
shown ln the "Continuation of 
Suspension of Liquidation" section of 
this notice. 

CueHistory 
Since the pntliminary detennination 

in this inwestigation on February z. 1994 
(59 FR 5990, February 9, 1994), DD 
interested party has submitted 
comments. 

Scope of the bnestigation 

The product covered by this 
investigation is grain-oriented silicon 
electrical steel, which is a flat-rolled 
alloy steel product containing by weight 
at least 0.6 percent of silicon. not more 
than 0.08 percent of carbon, not more 
than 1.0 percent of aluminum, and no 
other element in an amount that would 
give the steel the characteristics of 
another alloy steel. of a thicknes.'l of no 
more than 0.56 millimeters, in coils of 
any width, or in straight lengths which 
are of a width measurina at least 10 
times the thickness, as currently 
classifiable in the Harmonized Tariff 
Schedule of the United States ("HTS") 
under item subheadings 7225.10.0030. 
7226.10.1030, 7226.10.5015 and 
7226.10.5065. Although the HTS 
subheadings are provided for 
convenience and customs purposes. our 

written description of the soope of this 
proceeding is dispositive. The HTS 
subheadings listed above reflect a 
revision as specified in the pntliminary 
determination. 

Fair Value Comparisons 

Because both respondents, Kawasaki 
Steel Corporation ("Kawasaki .. ) and 
Nippon Steel Corporation ( .. Nippon"), 
refused to respond to our antidWnping 
questionnaint, we based our 
determination on best information 
available ( .. BIA'"), pursuant to section 
776(c) of the Act. See the preliminary 
determination notice for the 
methodology used to select the BIA 
margin. 

C.Ontinuation of Suspension of 
Liquidation 

We ant directing the Customs Service 
to continue to suspend liquidation of all. 
entries of pn-oriented electrical steel 
from Japan that are entered, or 
withdrawn from warahouae, for 
consumption on or aft.er February 9, 
1994. the date of publication of our 
prelimiJllll'Y detennination in the 
Feden.I Register. The Customs Service 
shall requiftt a cash.deposit or posting 
of a bond equal to the amount by which 
the foreign market value of the 
mercbandise subject to this 
investigation exceeds United States 
price. This suspension of liquidation 
will remain in effect until further notice. 
The weighted-averase dumping margins 
are as follows: 

Producerlrnanutacturertexporter 

Kawasaki Steel Corporation ···--
Nippon Steel CorporatiOn ........... .. 
All Olhers _____ _.:_ 

ITC~tioa 

Margin 
percent 

31.08 
31.08 
31.08 

In accordance with section 735(d) of 
the Act, we have notified the 
International Trade Commission ("ITC") 
of our determination. The ITC will 
determine whether these imports ant 
materially injuring, or threaten material 
injury to, the U.S. industry no later than 
45 days &om the date of this 
determination. · 

Notification to Interested Parties 

This notice also serves as the only 
reminder to parties subject to 
administrative protective order ("APO") 
of their responsibility a>nceming the 
return or destruction of proprietary 
information disclosed under APO in 
accordance with 19 CFR 353.34(d). 
Failwe lo comply is a violation of the 
APO. 
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This detennination is published 
pursuant to section 735(d) of the Act 
and 19 aR 353.ZO(a)(4). 

Dated: April 111. 1994. 
PaulL.Jo&, 
Deputy Alliltanl Secretary~ lmpon 
Adm.inisiratioa. 
IFR Doc. 14-9NI Filed +-%2-94: 8:45 aml 
au.tNO com • ....._. 
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(A-t71-11tJ 

Prellml..., Defilnnlndon of s9t. at 
1-TMn F81rVelue811d 
~of FIMI Detllrmlndon: 
Qrmln-Orlenllld IElec:trtc81 Steel From ...., 
. AGENCY: Import Administration, 
International Tmde Adminimation, 
Deputmmt ol Commerci. 
EFncrM DA1'1: Febnauy 9. 1994. 

l'OR FUllTMIR NOMIATION CONTACT: 
1effery 8. J>enntaa ar Jennifer L Katt. 
Oftim Of Aatid~piag IDY81tipUOD$. 
Import ~cm. lntemational 
Trede .um+nisaaUcm. U.S. Department · 
orConumrc:a. 1•tb Sbwl and 
Conatituticm Anaue NW •• Wuhiqton, 
DC ZDZ30; lelepboae (202) 48Z-t1M 
ad 482-4411. .. pKti .. ly. 
"8--.UWWIC&JJAllalt: We 
pwlimlaarily Mlermine that pain
orimted e&.ctric:al steel C"GOES'1 from 
Italy ia betag. or is Ubly to be. sold in 
the United Slates at lea tba fair value. 
a provided in -=tion 733 of the Tarifl' 
Ad of 1no. •amended (the .. Act.,_ 
1be estimated margins ue abown in tba 
"Suapemioa of Liquidation .. MCtion of 
this notiCll. 
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C..Bi1111r1 
Sila the initiation of this 

in\1811:1ptiOD OD September 15, 1993, 
(51 F'll 410l7. September 21. 1993). tba 
IDUowina eventa baV8 OCICllmd: 

On Octob8r 20. 1993, the United 
States IDtematioaal Trade Commiuion 
( .. rl"C") iuued m aftinnatift 
prelimiDuy injury determination (.. . 
ID'ftlltiptloa No. 701-TA-355. 58 FR 
54181). 

On November 4, 1993. the Department 
of Com'Ml'CI r'Dlpmtment .. ) publisbecl 
a.revlaicm to the tcQpe of this 
inftltilatioD c- 51 FR 51138, . 
Ncmanller 4. 1993). That ICOpe reviaion 
is l8f1ec:tetl below in tbe .. ~ of the 
IDftltlpticm" ladion of this notlca. 

ID NOvtlmb8r 1993, ta.. n.,..tment 
iuUecl I• Dtid\llDpiq duty . . 
q1191timn .. to ILVA S.p.A. and Acciai 
Spaciali Timi ("Ternr1. the sole Italian 
pradumr of lubject merchandised . 
the period of iDYestiption. After Q 
tnumittal of tba questionnaire, officials 
Inna the De=t traveled to Teml'a 
production ti• in Italy in order to 
o1itline the Department'• atldumplq 
pracecl.-. UllW8I' qulltlou Temi 
milbt baw ~the proceeding a diacuaa aay dllficulties Temi may 
enc:aanter in meeting the Department'• 
reporting 19C1uimnenta. . 

ID NoVmdJer and December, 
respediwly;Ternl submitted its 
NSpG11S81toSedionaAad8 tbrouab 
D of our queatlonnaire. · 

ID December 1993, tbe Deputmm~ 
ilauecl a supplemental queaticmnail9, . 
and in January 1994, Terni aubmitted its 
raspome to that supplemenL 

On January 26, 1994, Temi requested 
a poatpcmaumt of the final 
determination in tbia inftlliption . 

' Pallpwtoffiaal Determinatloa 

Pursuant to section 735(a)(2)(A) of the 
Act. on January 2&,-1994, Terni 
requested tbat. in tba 8"11t of an . 
aflirmaUw pNlimlnary detennination 
in tbia inveatlptlon, tfae Department 
postpane lta final detmnin8ticm until 
not m~ tban 135 days after the date of 
publication of tbe af&rmatiw · 
p19limlnary determinationa. Punwmt to 
19 Q'R 353.ZO(b), ll our p1"1iminary 
determination is aflirmatifto and the 
Depmtmmt naiftl • ...-from 
pradumn or .... u.. wbO ac:caunt rm 
a 9iplficant particm of the exporta ' 
under investiptloa. we will. ablent 
compelllJll 19UODS to the contrary, 
grant tba NqUeat. 

Bec:auae·no aucb compelling naaom 
exiat. we ue ~ tbe liDal . 
detenniDIUon until the 135th day after 
the date of pubUc:atlon of tbia notice in 
tbeF~Peg'rtw. . . 
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..... olthe llrnltiptiaD 
The pJOCluct cowered by this · 

lnwmpttmis ........... Alican 
eledrical ..... whida .. a 811..u.d 
alloy steel pnxluct CW•lni .. b)' ..;pt 
at l8lll o.8 pmmd of .WC-. llClll ..... 
. tbmo.oa pmaatof cubaa. • • ... 
tblll 1.0 pmmat of aluminum. aad .DO 
otlmelmamat ID .. 8JDOUDt tllll wouJd 
pve the-1 tbe cbmac::t8dllicl of 
another alloy steel. of a thicm.. of ao 
1DGN tbaD 0.56 millimet.n. ID calla of 
DJ wickb. or ID ltmigbt ....... wbidl· 
are of a width .....nag et r..t 10 
times the tbk::laa.a. • mnmdy · 
clwi&able ill the ffa......,tnd Tuiff 
SdaeduJe of the United States f"Hl'S") 
under item aumbera 7225.10.0030, 
7228.10.1030, 7228.10.5015 ad 
7228.10.5065. Although the H1'S 
lllbheedinp are prorided far 
c:onvmlience ad custom1 puq>ow. our 
written clmcriptioo of tbe ecope of this 
proceeding ia dispolltiV8. 

The H1'S aubbeediap .listed bent 
reflect a NYisloa fram thme ideatified 
ba our Notice of lniti.alon, ud in om 
publlsbed Revtaion of Scope of 
IDV81tiptiom (58 FR 58838, Ncmmaber 
4, 1913). Thia rwvimoa is due to the fact 
that the Harmcmimd Tariff Sc:bedule bu 
hem ameaded IO that there U8 DOW 
apeci6c KI'S aubheed•np far pam.. 
orieated lilican elec:trical ateeL Tbis 
revision of Identified KI'S nmabns 
pert.aim to this illv8llipticlll, • w.11 M 
the c:onc:urrent antidumpiJll · 
inV81tipliaa from Jepul (A-aa&-831) 
ud muneenailing duty iD..atipticm 
from llaly (c-475-812). 

PeriOd of hrnmgatioa 
The period of inwstiptioa ("POii ia 

March 1, 1993, thraugb August 31, . 
1993. 

Suda or Similar Cmiapariaoaa 
We haw d8termined that the ca.. or 

kind of mercbancU. mbiecl to this 
IDWltiptioa CIGDltitutea a single aucb • 
aimllu ml811G'J. ID maldDg our fair 
value c:ampu'ilGDI. ill ecmrdance with 
tbe Deputmmt'il llaDdmd metbadNiag, 
we 6nt com....S kMatiml 
"msc:buadi9e,. detmllimd"' the 
modeHaatc:biag criteria caataiDed ID 
Appendix V of tbe questiOIUlllW . 
('"Appmdix V""). ma &le ill Room B-o89 
of tbe main bulkllag of tbe Deputmmt 
of Commetm ("Public File"). SiDce 
there were ul• of identical 
men:bandi• ill the home market to 
compare to U.S. ulea, all of our prie> 
to-prim cmnpariaoal iDvolwd idmtical 
merc:bandi-. 

Beca- Tmai repartecl a single lewtJ 
of tNde far bath the hame ud Unil9d 
States market.a, in 8CXXlldaace with 18 

ara353.51, anaim,m-........ 
at ---... bade. . . . 
Falr'Velaec..pm... 

To detena'" whether Tami'• ..-of 
GOES from Italy to the UDlted Statea 
ware made at 1- than fair Yalue. ... 
compered the UDltecl Statea prim 
("USP") to the lmwlp madait .... 
("FMV""), u ..,..,,..., .in the "'DDltecl 
StateaPrlm .. and ""Poreip Mubt 
Value• sect1ou of dlla DOtlcL . 

Uailed ........ 
All o!Teml's U.S. ulea to tbe tirlt 

umelatecl pum.-took pm prior to 
lmportaticm into the UDlt8d Slat-. 
'lberafora, In accardma with tedioD 
772(b) af tbe Ad. oar cak:ulatian of.USP 
WU bued OD the puidlae price r'PP"J 
m~O:.,O.:&.. Temi'aPP..i• ~ 
on pecbd and deliwnd p'iC8a to · 
umelated n• .......... la the UDlted 
States. We made deductiom. wm.. 
appropriat., for U.S...._. md 
haDcUiag, U.S. dm, .-a111.- ,._ 
ud freiabt expemeL We Mv9 mo 
made acfjuatmentl far the wal......Sded 
tax paid on compariacm sales ID Italy. 
These adiuatmentl ue made punuant to 
Federal·Mopl Qirp. and Th 
Tonington Co. v. United State11, 834 F. 
Supp. 1391 (CT. 1993,. Por dilC'mlan 
of this adjustment,_, PlDal Reaaltl of 
AdminiltNtive Review: Cettaln 
Industrial Forklifts &om Japu, (59 FR 
1374, January 10. 1994) and Pinal 
Determination of Sales at 1..-a TbaD Fair 
Value: Certain Staia'- St•I Wint llodS 
&om France, (58 FR 81185, Deoember 
21, 1993). 

fonip Mubl Val• 
· ID order to determine whether there 
wU a suflldent ~OIUIM of ..... ia the 
home mmbt to...,.• a viable beais 
for calculating PMV, we mmpand the 
volume of home .....at .-.of IUb;ect 
mercbandi• to the wolume of third 
COUDtry ..... of IUbled merc:baDdiae, lD 
ac:andma wttb ~- 773(a)(l)(B) of 
the Ad. IY a -it we determimd that 
the bame ambt ... .tabla. and 
dwaafoaa ... haft buad PMV on home 
marketaaleL 

We med the Dapat:ment'a Nlated 
party teal to determiM wMtber sales ID 
related c:ustamen ware made on a 
um'• lentth bali&. S. Aflpend•x D to 
FlDal o...mainaticm of Sales at Lem 
Tbm Fair Vallie: C1rt.a1D Cold-Rolled 
c..rbaa Steel Flld Produaa fnm 
Alln''" (58 Pll 37077, JulJ I, ·1993). 
for a dlec:uaioa of Ibis t.at. We 
excladed fram DUI' pricH..mce 
oampari-. aay .U.. to reiat.t 
01Stomers-. detmmiDed 'W8N DGtat 
um'a length. AddlticmallJ, .a. 
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,.,..,u:a of the qu•i• ..... Temi 
...... iD a ....... tlult It IOlcl aaJy 
one lJpa of GOBS In the United States 
(am.4 .... 1 ....... hilitJGOES). but 
IOld dda•..U ..... .,,. of GOES 
la itl iu.. llllUUt (blab permeability 
GOES.ut •dawnpec18cl" CCD). Tami 
claimed tllll ~the POI It bad bmDe 
malbt ..... alldeiatic:al IMl'Cbeadiee. 
.. determiaed.,,. tbe Deputmat's 
JDGdel.matddng c:riWla, far aD 
'"models• of GOES 80ld ID the United 
States. and requested that lt be allowed 
to Umlt its NpOltiDg of home Dm'Ul 
........ ti.a buis. We aga..t to Tami's 
Nq118SL~ly. Tami waa 
niqulred to pnrvide fall 18pOltUls of all 
home market aalaa of am¥Gtiaml 
permeabWty GOES.• well• tbe . 
follawiD& information for all remaining 
h_. IDllJ'bi sa)ea af mb)ec:t · 
lll8l'Cbmldilr. 

(l) AD Ille Appmdix v pmdact 
c:bemclerilllce far eecb llll1que product.. 
detnmiDed by that criteria. far ial1 home 
merbl POI •lei of 1Ubject mtndwadiw, 

(2) The total POI-... ead .-a1 
.... brobD dowD for l8Cb IDODlb of tbe 
POI, far eecb 1IDique bame llllll'bt product, 
M d9tmmlDed by Appndlx V eDd; 

(3) Semple ..... bnokm eadarder 
caaflnrwHgm lar POI ..... cl eecb unlqae 
pracluc:t. ...... iDlll by .Afipmdiz v. 
(See Memanmdmn from Teem to 
Rlc:bard W. Montlad, dilled Decembar 
10, 1993, In the Public Plle) 

Coat alProd•llCliml 
Bued an alleptiou caatainecUn the 

petitiall, md iD aa:anianm with sec:tian 
773(bt oftbe Act, we Initiated• 
inveatiption to determine whether 
Tami'• bame marbt POI 18leswere 
made at prims below itl c:aat of 
pmduc:tiaa ("CXJPi, ud over an 
U&ended period of time. 

A. Calculation of COP 
We calculated a>P based cm the aum 

of Teml'a c:aat of materials. fabrimtiao, · 
general expeDSN ud home melbt · 
paddng JWpGlted •Its..._ ........ 
lD accordaDat with -=tiGD 773'1>) of die 
Ad. We ntlied cm the mbmittad <DP, 
IXClpt ID die foUcnriDa inlllln._ wlmw 
the mata wme aot appropriabtly· 
quantl&ed • nlued:- - . -

1. We disallOMCI Gl:A _,.... 
mpmted •a diviaicmal a..ta far the . 
PCB. We ware unable to detmDim D.f A 
S.p.A. '1 annual QA COiia based cm tbe 
information submitted. Al BIA. 
punuant to section 778(c) af tbe Ad, we 
.... tbe--.1992SGA:AJ*cwlage 
...... d .. 1 ldic tnclaatry. nipm.d in 
petitlaMr'• cast aUeptioa dlled AlllPUl 
28, 1•1 StnmwecouklDGl ....... 
the •Uiag ..... &om 1bil 
penm' •• wedfaaea.Wall 
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submitted ••lin& and c.A expeams, 
mad 1lllCf the dam81dc:awrap sc.A 
rat& 

z. T~ submllted Bnandal expense 
WU aalculaled hMed exdusiwly GD 

inlarelt :iC im:lllred CID a 
diviliaaal~ during tbe period 
March 1. to August 31. !991. 1'1le 
Depmtmtmt'a poliq la tocamputa a 

~!:=-mn8!D'~ 
finandel 1tatementa far the year tblt 
mos;. C:b,1z,:rr-11111t& tbe POL MBIA. 
we · bdmei& upm• bued 
on 1992.ll.VA Group cnnsoHdetecl 
financial at•hm!enta. 
(See Conc:ummat Memoraaaw... datMl 
January 28, 1994, fardiscmsiaD crf dme 
adjuammtsl 
B. Test of Home Jlariclft Sala Prices 

AftercakuliltiDg<X>P. we la8ted 
whether, lis Nqllirecl by .aiaD 773Cb) 
of tbe Act. Temi'a home ..at-.. of 
suD;act JMl'dlmdim .... made at 
prices below CX>P. in aubstamiel 
quantities. ud DW'81' m U1eDded period 
of time. ac:cmdiDg to-tbe lallowmg 
metbodolagy: 

CD• model-apeci&c beaia, 6• 
d.....m-lby Appmdix VJ we 
compued CXJP to iwported p.X.. 
minaa movement c:hmps and ntbetes. If 
over 9G percent of tbe ..... of• IMdel 
were at prices ~I to or....,..._ 
the COP. we did not disreprd my 
below-cost ulea of that model t.c.u.. 
we detennined that the below-cost sales 
were no& made In .............. 
quantiti•"· If between tllft end 90 
percent of th• at. of• given ntodel 
were et prices equel to or~ dta 
the <DP. we diacarded only the below
cost •les. provided ules of th-' model 

· wete el90 foand to be a1M1e over m1 · 
extended peried of time. Where we 
found that more than 90 percm1 of tbe 
sales of a modwl wen et prices below 
the CX>P and sold DMr ea nMIDded 
period or time. iD .a:ordanc:e with 
section 773rbl of the Ad, we 
disregarded etl sales of~ modal. and 
c:elculated FM\' bued on canstn1aecl 
value ("CV01. · 

In order to determine wbether sales 
were made over an exiended period or 
tiine. we perfonucl the ronowtna 
analysis on a model-apedk basis; fl) II 
a respondenr sold • product In only ou 
month of the POI and lbm'8 W9l'9 ules 
in thal month below the <DP. or l2J tr 
a respondent sold a product duriDa two 
months or more of the POI and th .. 
were sales below the CXJP during iwo or 
more of those months. then below<mt 
sales were cmasidered to bave been 
made over en extended period of time. 
Otherwise the below<mt sales wese DOI· 

amsidered U ba~bem made over UL 
extanded pedDcl af ttme. 
c..,_..otoorrm. 

We found tUt b mrfabt models ol 
COES mont than 90 pmCllllm.._ 
market.sales ware at ~ric:a 
ad W9IW made avwr a period 
of lime. Since Tmd pnmdilct no . 
indlcaticllL lbat dl8l8 ..._-..at prba 
that wautd ~NCO;/ afall call& 

. within a NUOaable .pefl oftfme and. 
ID the normal mune of trade, we hued 
FMV OD CV for aD U~sal• left 
without 1111 ldanttcal matcb to hOme 
muket saleau a Nmlt of our 
application of the CDP test. 

D. Calntlotioo o/ CV 
W• calctdet.t CVt.M oa thttsma 

ofTenn'e cmt of .......... WniQdian. 
pneral ..,.._mid U.S. pedcing CD1ts 

u nported In ti. U.$. --databae. 
We made the .ttustmen11 chiscriDed 
abaft far COP. In ac:mrdanar with 
l6Clian 773feK1 )(8)ff} end fH) of the Act 
-. lndudect: t1r ttt..,_..orTend'• 

reported ....... •=•· .tjaated • detailed aixn.. or 1tatatm7 · 
minimmn of ten plllallll of lbs cost of 
manufacture .MX>M"'J ad: rzt for profit, 
ww used the atatutary milllmmn. eight 
pmant ofaJM md pmral expenms 
(becau. acftla) profit on bome market 
........... tbmr •ght permntJ. 

uaed the date of the prelimiury 
.dMennlnation u tbe·payclate c ... 
Ccmn ....,. .......... ). 

We fDdmlecr In FMY die llDOWll of 
the VAT coDedat In me bama market 
(19 pmaatf. WaatacaknlabJd the 
amount ef i.xtbat wu due mlely to the 
lncluiaa of prim ct.dnc:tiaa1 bl Iba 
oriplattu t.ae ft.• .. m ,__, ortbe 
am of any •dlutmats, mcpemes and m...- dlar ..... dedudecl from tlaa tax 
bMeJ. We deductect tfda amount from 
the PMV after all other a!IMit' aml 
decludiona had been made. By makiDg 
thia acldruonal tax adjµMmeat. we noid 
a dlatartion that would caUl8 tr.. 
c:reatiaD of a clumpiq mupn even 
when pre-tax dumping la zero C... 
Concunence MamarandUID). 

Prim •CY 0-pari-~ 

WM. we _,...t Tenal'~ U.S. . 
priCll to CV. ws deducted &om FMV 
thewmp .............. mmkft. 
dimca Mlli.agnpemea and eclded the 
U.S. .-i specilc dinct M1liDg 
expemes. 

Canwaq Cuaveasicm 

We mule cummcy •llV8lliGDI beMd 
on the oflicial ........ .._ill effllc:t 
on tbea. ... ol lbe U.S ........ cmtiW 
bJtlae IWanla....BaKolNew 
York. 

Pric• 18 Prim C f • .._ Vdcatlon 
F• ti- ,.....tudl far wlUcb there . 

were an adequ.• ......._ ef •le9 et As. provided in 19Ction 77&ftt) of lbtt 
pncm above &a. CDP ... bMacl fWV OD · Act, we will verify infonnation that Mt 

bome mark .. PftC8L We c:alall••ed FMV defeTllrine is ea:eptal>Je. for ase in 
t....s oa •In.Nd pnms. lnduslYe of malting our final determi'Dlltion. 
~ snd VAT ID aaaamera ID tbe Suspemion. of Liquidation 
bome m..t ....... upoa .. ~ication or 
our rwlatad puty-. we ID KCordanat wllb.sec&ion 733(dJ(l} 
c:omparisan• onty ID home 1Mrlr.et ules of tbe Act. we are directiDg the Cus&oms 
to unrwle...t pm'tle&. Sinew all Service to suspend liquidation of all 
t.a111pmsan1 of U.S. end bome marbc entries of GOES from fta)y tb9t are 
YIR &n""'-d Wh!ntlc:al merchendi•. entered, or withdrawn mm warebo .... 
- IUde no ed9Y•Wta. pursuant to t9 for com••mption cm wdm-lbs date af 
m JSJ.57. for ,.. ...... cll&renma In public:etion of this notice in a.,......... 
~·- We ct.hlctecl c:ndit and Regillllr. TM a..mmSerrim shall 
werramy .. ,...._ID addition we made require_• cuh deposit cs pcmmgofa 
dedYCI....., _.... eppropmle. far bond equal to the estimated preliminary 
..ti.• aad ma.d hilbt- We dumping margins. as shown below. This 
subtraded bcne maiillt ped.aaa and suspension of liquidation will remain in 
added U.S. pad MIC CDlla. ...........,. to effect UDlil fudber DG&ice. Tbe-estillla&ed 
..::IMID ""'a•DI oftr.e Ad and 19 prelimirwy i.s tbu fair val&ut 
m JSl.HC.aX21 ... ..-. dumpma mazpmua .. mp..,. 
araun-..,...,...a..ltu-cments for c 

uapu...t CNCl1l and. where appropriale, I Weighl-
mrwn U~ warMouliftau...-. We ........ 
NCalc:ulated cndlt far tboaa sales tbat Pradul:ar~ -~ 
b.cl mauana ,.,_.. ud or shipment --~ 
date&. For..- with muwported .... 
lhlpmeat and peyaimt dal•. we used 
I wwighleCHftnp c:redll day. for OUT 
imputed c:.dlt calaal.tiODL For sales 
witb anly .......,.c.I paysUllt dates. we 
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ILYA S.p.A. ... /lo:itlli ~ T---·------
AI alhefa. 
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nc Nati&ntt-
Jn aa:mdance with ledion 733(Q of 

the Act. W9 baw DOtlfied the nc of our 
detenninatlon. If our flDa1 
determination ii afllrmatiw. the nc 
will determine whether tbme imports 
are materially injuriq. or threaten 
material iDJmy to, tbe U.S. induatry 
before the later of 120 days after the date 
of this preliminuy determination or 45 
days after our &nal determination. 
Public Qnnment . . 

. Jntereat8d parti• who wia1i to request 
:1 hearing must submit a written requ.t 
to the Aaalatant Secretary far Import 
Adminiatratlon, U.S. Department of 
C.Omm81C8. room B-099, within ten 
days of the publicatlon of this notice. 
Requests should contain: (1) the party's 
name. address, and telephone number: 
(2) the number of participants; and (3) 
a list of the issues to be discuued. 

In accordance with 19 CFR 353.38. 
case briefs or other written comments in 
at least ten copies must be submitted to 
the Assistant Secretary no later than 
May 6, 1994. end rebuttal briefs no later 
than May 12. 1994. A hearing. if 
requested. will be held on May 17. 1994. 
at l pm at the U.S. Department of 
C.Ommerce in room 1815. Parties should 
confinn by telephone the time, date. and 
place of the hearing 48 houn prior to 
the scheduled time. In accordance with 
19 CFR 353.38(b), oral p1'8181ltation1 
will be limited to luu• raised in the 
briefs. 

We will make our &nal detennination 
not later than 135 days after publicati0n 
of this detennination in the Federal 
Register. 

This detennination is published 
pursuant to section 733(0 of the Act and 
19 CFR 353.15(1)(4). 

Dated: .Febnmy z ... IM. 

J-..b A. 5pllriai. 
Acting AaiSfant .5eawtal')' for lmpon 
lldminmration: 
IFR Doc. M-ZIM Flied 2-l-IM: 8:45 aml 
.U....coos•~ 
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APPENDIX B 

LIST OF PARTICIPANTS IN THE HEARING 

B-1 





CALENDAR OF PUBUC HEARING 

Those listed below appeared as witnesses at the United States International Trade 
Commission's hearing: 

Subject: GRAIN ORIENTED SILICON 
ELECTRICAL STEEL FROM 
ITALY AND JAPAN 

Inv. Nos.: 701-TA-355 and 
731-TA-659-660 (Final) 

Date and Time: April 12, 1994 - 9:30 a.m. 

Sessions were held in connection with the investigation in the Main Hearing Room 
101 of the United States International Trade Commission, 500 E St., S.W., Washington, 
D.C. 

In Support of Imposition of 
Antidumpin& Duties: 

Collier, Shannon, Rill and Scott 
Washington, D.C. 
on behalf of 

Allegheny Ludlum Coiporation 
Armco Incoiporated 
United Steelworkers of Amercia 
Butler Armco Independent Union 
Zanesville Armco Independent Union 

F. Joseph Miller, Marketing Director, Silicon Steel, 
Allegheny Ludlum Coiporation 

James J. Goglio, Marketing Manager, Silicon Steel, 
Allegheny Ludlum Coiporation 

Charles A. Stitt, Vice President and General Manager, 
Electrical Products, Armco Advanced Materials Company 

Robert I. ("Rip") Psyck, Manager, Sales and Marketing, 
Electrical Steel, Armco Advanced Materials Company 
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In Support of Imposition of 
Antidumping Duties cont'd: 

Anthony L. Von Holle, Principal Research Engineer, 
Electrical Steel Research, Research and Technology, 
Armco, Incorporated 

Ronald C. Steed, Vice President, Assistant General Manager, 
Hevi Duty Electric 

David A. Hartquist) 
Michael J. Coursey) 
Kathleen Weaver Cannon)--OF COUNSEL 
David C. Smith, Jr.) 

Clarisse A. Morgan, Georgetown Economic Services 

In Opposition of Imposition of 
Antidumping Duties: 

Morrison and Foerster 
Washington, D.C. 
on behalf of 

General Electric Company (GE) 

Ralph J. Kelsey, General Manager of 
Sourcing, General Electric Industrial 
and Power Systems -

Gregory D. Coulter, Manager of Transformer 
Engineering and Technology, General Electric 
Industrial and Power Systems -- Power Delivery 
Systems, Distribution Transformer Department 

Selig S. Merber, Counsel for International 
Trade Regulation and Sourcing, General Electric 
Company 

Alan K. Palmer) 
Donald B. Cameron)--OF COUNSEL 
Neal J. Reynolds) 
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In Opposition of Imposition of 
Antidumping Duties cont'd: 

Steptoe and Johnson 
Washington, D.C. 
on behalf of 

Nippon Steel Coiporation 

Dr. Bruce Malashevich, President of 
Economic Consulting Services 

John Gauthier, National Electrical 
Manufacturers Association 

Daniel J. Plaine) 
Ed Krauland)--OF COUNSEL 
Mark Barnett) 

Howrey and Simon 
Washington, D. C. 
on behalf of 

Kawasaki Steel Coiporation ("Kawasaki") 

Lyman R. Guidry, President and CEO of Ermco, 
Dyersberg, Tennessee 

Alan L. Wilks, Ermco 

Robert H. Huey) 
Michael A. Hertzberg) 
Callie Georgeann Pappas)--OF COUNSEL 
Maria Tan Pedersen) 
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In Opposition of Imposition of 
Antidumping Duties cont'd: 

Rogers and Wells 
Washington, D.C. 
on behalf of 

Acciai Speciali Terni, S.r.1. ("ASI") 

ILVA USA, Incorporated ("ILVA USA") 

Fabio Balboni, Sales Manager, Specialty 
Steel Products, IL VA USA 

William Silverman)-OF COUNSEL 
Ryan Trainer) 
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SUMMARY DATA 

C-1 





Table C-1 
Grain-oriented silicon electrical steel: Summary data concerning the U.S. market, 1990-93 

* * * * * * * 

Figure C-1 
Salient data for grain-oriented silicon electrical steel, 1990-93 

* * * * * * * 

Table C-2 
Conventional-permeability grain-oriented silicon electrical steel: Summary data concerning the U.S. 
market, 1990-93 

* * * * * * * 

Table C-3 
High-permeability grain-oriented silicon electrical steel: Summary data concerning the U.S. market, 
1990-93 

* * * * * * * 
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APPENDIX D 

U.S. IMPORTS BASED ON OFFICAL STATISTICS OF 
THE U.S. DEPARTMENT OF C01\1MERCE 
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Table D-1 
Silicon electrical steel: U.S. imports, by sources, 1990-93 

Item 

Italy ........................... . 
Japan ........................... . 

Subtotal ....................... . 
Austria .......................... . 
Belgium ......................... . 
Brazil .......................... . 
Canada .......................... . 
Czech Republic . . . . . . . . . . . . . . . . . . . . . . 
France .......................... . 
Germany ........................ . 
Hong Kong ....................... . 
South Korea . . . . . . . . . . . . . . . . . . . . . . . . 
Mexico .......................... . 
Netherlands . . . . . . . . . . . . . . . . . . . . . . . . 
Russia .......................... . 
Slovenia ......................... . 
Sweden ......................... . 
Switzerland . . . . . . . . . . . . . . . . . . . . . . . . 
United Kingdom . . . . . . . . . . . . . . . . . . . . . 
Yugoslavia (former) .................. . 

Total ......................... . 

Italy ........................... . 
Japan ........................... . 

Subtotal ....................... . 
Austria .......................... . 
Belgium ......................... . 
Brazil .......................... . 
Canada .......................... . 
Czech Republic . . . . . . . . . . . . . . . . . . . . . . 
France .......................... . 
Germany ........................ . 
Hong Kong ....................... . 
South Korea . . . . . . . . . . . . . . . . . .. . . . . . . 
Mexico .......................... . 
Netherlands . . . . . . . . . . . . . . . . . . . . . . . . 
Russia .......................... . 
Slovenia ......................... . 
Sweden ......................... . 
Switzerland . . . . . . . . . . . . . . . . . . . . . . . . 
United Kingdom .................... . 
Yugoslavia (former) . . . . . . . . . . . . . . . . . .. 

Total ......................... . 

Continued on next page. 
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1990 

10,900 
37.460 
48,360 

0 
0 

1,107 
5,086 

0 
1,664 
7,045 

1 
213 

0 
22 
0 
0 

9,844 
0 

2,048 
774 

76.163 

12,699 
61.131 
73,829 

0 
0 

659 
4,591 

0 
2,547 
6,472 

4 
256 

0 
28 
0 
0 

11,024 
0 

2,537 
505 

102.451 

1991 1992 

Quantity (shon tons) 

13,535 
40.042 
53,578 

1 
46 

468 
5,552 

0 
1,815 
6,967 

0 
0 
0 
0 
0 
0 

12,440 
0 

857 
253 

81.976 

15,062 
39.808 
54,870 

0 
685 
433 

4,174 
0 

2,183 
7,484 

0 
14 
0 
0 

39 
18 

10,418 
0 

1,525 
0 

81.842 

Value(] .000 dollars) 

14,713 16,637 
62.304 64.575 
77,017 81,212 

5 0 
66 771 

287 254 
5,628 4,415 

0 0 
2,757 3,239 
6,462 7,245 

0 0 
0 12 
0 0 
0 0 
0 47 
0 160 

13,976 11,846 
0 0 

997 1,606 
161 0 

107.356 110.807 

1993 

24,942 
50.545 
75,487 

64 
0 

1,878 
1,544 

21 
2,412 

10,620 
0 
0 
4 
0 

1,277 
2,489 
9,312 

157 
9,592 

0 
114.857 

27,088 
72.770 
99,858 

42 
0 

2,086 
1,446 

26 
3,493 

10,337 
0 
0 
5 
0 

1,272 
1,408 
9,303 

171 
10,861 

0 
140.307 



Table D-1--Continued 
Silicon electrical steel: U.S. imports, by sources, 1990-93 

Item 1990 1991 1992 1993 

Unit value (per shon ton) 

Italy ........................... . $1,165 $1,087 $1,105 $1,086 
Japan ........................... . 1,~32 1,556 1,622 1,440 

Average ....................... . 1,527 1,437 1,480 1,323 
Austria .......................... . (1) 6,325 (1) 660 
Belgium ......................... . (1) 1,427 1,126 (1) 
Brazil .......................... . 595 614 586 1,111 
Canada .......................... . 903 1,014 1,058 937 
Czech Republic ..................... . (1) (1) (1) 1,228 
France .......................... . 1,531 1,519 1,484 1,448 
Germany ........................ . 919 928 968 973 
Hong Kong ....................... . 4,541 (1) (1) (1) 
South Korea . . . . . . . . . . . . . . . . . . . . . . . . 1,203 (1) 825 (1) 
Mexico .......................... . (1) (1) (1) 1,340 
Netherlands . . . . . . . . . . . . . . . . . . . . . . . . 1,248 (1) (1) (1) 
Russia .......................... . (1) (1) 1,210 996 
Slovenia ......................... . (1) (1) 9,138 566 
Sweden ......................... . 1,120 1,123 1,137 999 
Switzerland . . . . . . . . . . . . . . . . . . . . . . . . (1) (1) (1) 1,093 
United Kingdom .................... . 1,239 1,163 1,053 1,132 
Yugoslavia (former) . . . . . . . . . . . . . . .... . 653 637 (1) c1l 

Average ....................... . 1.345 1,310 1.354 1.222 

Share of total guantitt (/2.ercent) 

Italy ........................... . 
Japan ........................... . 

Subtotal ....................... . 
Austria .......................... . 
Belgium ......................... . 
Brazil .......................... . 
Canada .......................... . 
Czech Republic . . . . . . . . . . . . . . . . . . . . . . 
France .......................... . 
Germany ........................ . 
Hong Kong ....................... . 
South Korea . . . . . . . . . . . . . . . . . . . . . . . . 
Mexico .......................... . 
Netherlands ....................... . 
Russia .......................... . 
Slovenia ......................... . 
Sweden ......................... . 
Switzerland . . . . . . . . . . . . . . . . . . . . . . . . 
United Kingdom . . . . . . . . . . . . . . . . . . . . . 
Yugoslavia (former) . . . . . . . . . . . . . . . ... . 

Total .. : .................... · · · 

See footnotes at end of table. 
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14.3 
49.2 
63.5 

0.0 
0.0 
1.5 
6.7 
0.0 
2.2 
9.2 
(2) 
0.3 
0.0 
(2) 
0.0 
0.0 

12.9 
0.0 
2.7 
1.0 

100.0 

16.5 
48.8 
65.4 

(2) 
0.1 
0.6 
6.8 
0.0 
2.2 
8.5 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 

15.2 
0.0 
1.0 
0.3 

100.0 

18.4 
48.6 
67.0 
0.0 
0.8 
0.5 
5.1 
0.0 
2.7 
9.1 
0.0 
(2) 
0.0 
0.0 
(2) 
(2) 

12.7 
0.0 
1.9 
0.0 

100.0 

21.7 
44.0 
65.7 
0.1 
0.0 
1.6 
1.3 
(2) 
2.1 
9.2 
0.0 
0.0 
(2) 
0.0 
1.1 
2.2 
8.1 
0.1 
8.4 
0.0 

100.0 



Table D-1--Continued 
Silicon electrical steel: U.S. imports, by sources, 1990-93 

Item 1990 

Italy ........................... . 
Japan ........................... . 

Sutotal ........................ . 
Austria .......................... . 
Belgium ......................... . 
Brazil .......................... . 
Canada .......................... . 
Czech Republic . . . . . . . . . . . . . . . . . . . . . . 
France .......................... . 
Germany ........................ . 
Hong Kong ....................... . 
South Korea . . . . . . . . . . . . . . . . . . . . . . . . 
Mexico .......................... . 
Netherlands ....................... . 
Russia .......................... . 
Slovenia ......................... . 
Sweden ......................... . 
Switzerland . . . . . . . . . . . . . . . . . . . . . . . . 
United Kingdom . . . . . . . . . . . . . . . . . . .. . 
Yugoslavia (former) .................. . 

1991 1992 

Share of total value (percent) 

12.4 
59.7 
72.1 
0.0 
0.0 
0.6 
4.5 
0.0 
2.5 
6.3 
(2) 
0.2 
0.0 
(2) 
0.0 
0.0 

10.8 
0.0 
2.5 
0.5 

13.7 
58.0 
71.7 

(2) 
0.1 
0.3 
5.2 
0.0 
2.6 
6.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 

13.0 
0.0 
0.9 
0.1 

15.0 
58.3 
73.3 
0.0 
0.7 
0.2 
4.0 
0.0 
2.9 
6.5 
0.0 
(2) 
0.0 
0.0 
(2) 
0.1 

10.7 
0.0 
1.4 
0.0 

Total ......................... . 100.0 100.0 100.0 

1 Not applicable. 
2 Positive figure, but less than significant digits displayed. 

1993 

19.3 
51.9 
71.2 

(2) 
0.0 
1.5 
1.0 
(2) 
2.5 
7.4 
0.0 
0.0 
(2) 
0.0 
0.9 
1.0 
6.6 
0.1 
7.7 
0.0 

100.0 

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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APPENDIX E 

SUMMARY DATA, BY U.S. PRODUCER, 
AND 

DATA CONCERNING ARMCO'S 
CONVENTIONAL- AND IDGH-PERMEABILITY GRAIN-ORIENTED SILICON 

ELECTRICAL STEEL 
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Table E-1 
Grain-oriented silicon electrical steel: Summary data concerning Allegheny, 1990-93 

* * * * * * * 

Table E-2 
Grain-oriented silicon electrical steel: Summary data concerning Armco, 1990-93 

* * * * * * * 

Table E-3 
Grain-oriented silicon electrical steel: Armco's operational and profit and loss data for conventional
and high-permeability steels, 1993 

* * * * * * * 
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APPENDIX F 

SUMMARY SHIPMENT DATA, BY GRADE, 1990-93 
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Table F-1 
Grain-oriented silicon electrical steel: Summary shipment data by source and grade, 1990-93 

* * * * * * * 
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APPENDIX G 

ALLEGHENY'S PRODUCTION COSTS FOR CONVENTIONAL-PERMEABILITY 
GRAIN-ORIENTED SILICON ELECTRICAL STEEL, 

FISCAL YEARS 1990-93 
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Table G-1 
Allegheny's production costs for its conventional-permeability grain-oriented silicon electrical steel, 
fiscal years 1990-93 

* * * * * * 
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APPENDIX H 

COMMENTS RECEIVED FROM U.S. PRODUCERS ON THE IMPACT OF 
IMPORTS OF GRAIN-ORIENTED SILICON ELECTRICAL STEEL 
FROM ITALY AND JAPAN ON THEIR GROWTH, INVESTMENT, 
ABILITY TO RAISE CAPITAL, OR EXISTING DEVEWPMENT 

AND PRODUCTION EFFORTS, INCLUDING EFFORTS TO DEVEWP 
A DERIVATIVE OR MORE ADVANCED VERSION OF THE PRODUCT 
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The Commission requested U.S. producers to describe any actual or anticipated negative 
effects of grain-oriented silicon electrical steel from Italy or Japan on their growth, investment, 
ability to raise capital, or existing development and production efforts, including efforts to develop a 
derivative or more advanced version of the product. Their comments are as follows: 

1. Since January 1, 1990, has your firm experienced any actual negative effects on its growth, 
investment, ability to raise capital, or existing development and production efforts, including 
efforts to develop a derivative or more advanced version of the product, as a result of 
imports of grain-oriented silicon electrical steel from Italy or Japan? 

Allegheny 

* * * * * * * 

Armco 

* * * * * * * 

2. Does your firm anticipate any negative impact of imports of grain-oriented silicon electrical 
steel from Italy or Japan? 

Allegheny 
* * * * * * * 

Armco 

* * * * * * * 

3. Has the scale of capital investments undertaken been influenced by the presence of imports of 
grain-oriented silicon electrical steel from Italy or Japan? 

Allegheny 

* * * * * * * 

Armco 

* * * * * * * 
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APPENDIX I 

PURCHASER PRICE DATA 
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Table I-1 
Product 1: Weighted-average net delivered purchase prices reported by U.S. 
stampers/service centers, and margins of underselling, by quarters, Jan. 1990-Dec. 1993 

* * * * * * * 

Table I-2 
Product 2: Weighted-average net delivered purchase prices reported by U.S. 
stampers/service centers, and margins of underselling, by quarters, Jan. 1990-Dec. 1993 

* * * * * * * 
Table I-3 
Product 3: Weighted-average net delivered purchase prices reported by U.S. transformer 
manufacturers, and margins of (overselling), by quarters, Jan. 1990-Dec. 1993 

United States Japan 
Quan- Quan-

Period Price tity Price tity Mari:in 
Per 1,000 Per 1,000 Per-
pound pounds pound pounds cent 

1990: 
Jan.-Mar. . ........... $0.79 25,643 $0.85 1,678 (7.5) 
Apr.-June ............. 0.79 27,943 0.85 1,706 (7.6) 
July-Sept . . . . . . . . . . . . . 0.81 25,950 0.85 1,674 (5.5) 
Oct.-Dec. . ........... 0.81 24,674 0.85 1,869 (5.5) 

1991: 
Jan.-Mar. . ........... 0.81 24,012 0.85 2,744 (4.5) 
Apr.-June ............ 0.81 24,972 0.85 2,595 (3.9) 
July-Sept. . ........... 0.81 23,974 0.85 2,809 (4.7) 
Oct.-Dec. . ........... 0.81 21,858 0.85 2,434 (4.0) 

1992: 
Jan.-Mar. . . . . . . . . . . . . 0.80 24,455 0.82 1,618 (2.9) 
Apr.-June ............ 0.80 23,687 0.82 1,618 (3.1) 
July-Sept . . . . . . . . . . . . . 0.79 23,189 0.82 2,768 (4.0) 
Oct.-Dec. . ........... 0.80 22,394 0.82 2,637 (3.4) 

1993: 
Jan.-Mar. . ........... 0.79 23,957 0.81 2,710 (1.8) 
Apr.-June ............ 0.80 24,542 0.81 3,255 (1.5) 
July-Sept . . . . . . . . . . . . . 0.80 25,832 0.80 2,219 (0.8) 
Oct.-Dec. . ........... 0.79 28,836 0.80 1,685 (0.6) 

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade 
Commission. 
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Table 1-4 
Product 4: Weighted-average net delivered purchase prices reported by U.S. transformer 
manufacturers, and margins of underselling, by quarters, Jan. 1990-Dec. 1993 

United States Japan 
Quan- Quan-

Period Price tity Price tity Margin 
Per 1,000 Per 1,000 Per-
pound pounds pound pounds cent 

1990: 
Jan.-Mar. .............. $1.02 330 $0.97 5,590 5.4 
Apr.-June .............. 1.04 408 0.98 7,714 5.5 
July-Sept. .............. 0.99 531 0.97 6,107 1.6 
Oct.-Dec. .............. 1.02 413 0.98 7,230 3.9 

1991: 
Jan.-Mar. .............. 1.01 1,191 0.99 7,867 1.9 
Apr.-June .............. 1.01 1,240 0.99 6,932 2.1 
July-Sept. .............. 1.01 1,007 0.98 5,697 3.0 
Oct.-Dec. .............. 1.01 786 0.98 6,391 2.9 

1992: 
Jan.-Mar. .............. 1.01 1,842 1.00 8,999 1.3 
Apr.-June .............. 1.02 1,865 0.99 7,428 2.4 
July-Sept. .............. 1.02 1,690 1.00 7,944 2.1 
Oct.-Dec. .............. 1.04 1,322 1.00 7,952 4.0 

1993: 
Jan.-Mar. .............. 1.04 893 1.00 6,731 3.7 
Apr.-June .............. 1.03 782 1.00 7,604 2.9 
July-Sept. .............. 1.04 1,320 1.00 7,431 4.2 
Oct.-Dec. .............. 1.04 1,102 1.00 5,927 3.9 

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade 
Commission. 
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Table 1-5 
Products 5 and 6: Weighted-average net delivered purchase prices reported by U.S. 
transformer manufacturers, by quarters, Jan. 1990-Dec. 19931 

Jsman Japan 
Product 5 Product 6 

Quan- Quan-
Period Price tity Price tity 

Per 1,000 Per 1,000 
pound pounds pound pounds 

1990: 
Jan.-Mar . . . . . . . . . . . . . . . $0.95 4,292 $1.03 1,028 
Apr.-June .............. 0.95 4,622 1.03 1,300 
July-Sept . . . . . . . . . . . . . . . 0.95 3,524 1.03 1,342 
Oct.-Dec . . . . . . . . . . . . . . . 0.95 4,747 1.03 815 

1991: 
Jan.-Mar . . . . . . . . . . . . . . . 0.94 2,491 1.05 1,257 
Apr.-June .............. 0.96 3,770 1.05 1,821 
July-Sept. .............. 0.97 2,752 1.05 1,256 
Oct.-Dec . . . . . . . . . . . . . . . 0.96 2,849 1.05 1,986 

1992: 
Jan.-Mar . . . . . . . . . . . . . . . 0.98 3,801 1.05 2,629 
Apr.-June •• e I e • • • • • • e o • 0.99 2,740 1.05 3,229 
July-Sept. .............. 0.98 3,466 1.05 2,478 
Oct.-Dec . . . . . . . . . . . . . . . 0.98 2,730 1.04 2,519 

1993: 
Jan.-Mar . . . . . . . . . . . . . . . 0.99 1,350 1.04 3,332 
Apr.-June .............. 1.00 1,208 1.02 3,493 
July-Sept . . . . . . . . . . . . . . . 0.99 2,133 1.04 4,189 
Oct.-Dec . . . . . . . . . . . . . . . 1.00 1,460 1.03 5,046 

1 Products meeting the descriptions of products 5 and 6 are not produced in the United States. 
Thus, only prices for the products imported from Japan are shown. 

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