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USITC 78-107

USITC FINDS U.S. PRODUCERS SERIOUSLY INJURED BY INCREASED
IMPORTS OF HIGH~CARBON FERROCHROMIUM AND RECOMMENDS
HIGHER IMPORT DUTIES FOR 5 YEARS

The United States International Trade Commission today
reported to the President its finding that high-carbon ferro-
chromium imports are a substantial cause of serious injury to
dbmestic producers.

Vice Chairman Bil1l Alberger and Commissioners George M.
Moore, Catherine Bedell, and Italo H. Ablondi determined in the
affirmative. Chairman Joseph 0. Parker ahd Commissioner Daniel
Minchew did not participate in the determination.

To remedy the injury to the dbmestic industry, Commissioners
Moore, Bedell, and Minchew récommended higher import duties for
5 years. The current U.S. import duty on high-carbon ferro-
chromium is 0.625 cent per pound, equivalent to 2.0 percent
ad valorem. The Commission majority recommended the addition of
a duty of 30 percent ad valorem to the existing rate for 2
years with gradual reductions in subsequent years. Commissioner
-Ablondi recommended a 3-year tafiff—rate increase of 8 percent
ad valorem, Vice Chairman Alberger recommended a 5-year

graduated quota starting at 95,000 tons the first year and ending

more
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with 109,975 tons. Chairman Parker did not pérticipate in the
remedy recommendation vo;e.

High-carbon ferrochromium, which is used in making stainless
steel, is produced by five domestic firms with production centered
in South Carolina, Tennessee, and Ohio. U.S. shipments in 1977
totaled 123,000 tons valued at $96 million, and the domestic in-
dustry employed approximately 480 production and related workers.
Last year, imports amounted to 110,000 tons valued at $70 million
from producers in South Africa, Rhodesia, Brazil, and Yugoslavia.

The Commission's investigation began June 21, 1978, following
receipt of a letter from the Committee of Producers of High-Carboh
Ferrochromium (Airco, Inc., Chromium Mining & Smelting Corp., and
Interlake, Inc.) requesting a reinvestigation. In addition, the
Committee on Ways and Means of the House of Representatives passed
a resolution requesting that pursuant to the Trade Act of 1974, the
Commission make an investigation to determine whether high-carbon
ferrochromium is being imported into the United States in such
increased quantities as to be a substantial cause of serious injury,
or the threat thereof, to the domestic industry producing an
article Tike or directly competitive with the imported article.

The Commission instituted the present investigation after
_determining that good cause exists, within the meaning of sectipn
201(e) of the Trade Act of 1974, for a reinvestigation on high-
carbon ferrochromium less than 1 year from the date the Com-

mission reported to the President the results of its previous in-

vestigation (No. TA-201-28) on the same subject.

more
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The Commission's report, High-Carbon Ferrochromium (USITC

Publication 911), contains the views of the Commissioners and
information developed in the investigation (No. TA-201-35).

Copies may be obtained by calling (202) 523-5178 or from the

Office of the Secretary, 701 E Street NW., Washington, D.C. 20436.
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REPORT TO THE PRESIDENT

United States International Trade Commission,
September 5, 1978.

To the President:

In accordance with section 201(d) (1) of the Trade Act of 1974 (19 U.S.C.
2251(d) (1)), the United States International Tra&e Commission herein reports the
results of an investigation relating to high-carbon ferrochromium.

The investigation (No. TA-201-35) was undertaken to determine whether ferro-
chromium, containing over 3 percent by weight of carbon, provided for in item
607.31 of the Tariff Schedules of the United States (TSUS), is being imported into
the United States in such increased quantities as to be a substantial cause of
serious injury, or the threat thereof, to the domestic industry producing an article

like or directly competitive with‘the imported article.

The Commission received a letter from the Committee of Producers of High~Carbon
Ferrochromium on June 9, 1978, requesting the investigation, and on June 13, 1978, it
received a resolution of the Comnmittee on Ways and Means of the House of Representa-
tives that—é‘

(a) Pursuant to section 201(b) (1) of the Trade Act
of 1974, the United States International Trade Commission
shall promptly make an investigation to determine whether
ferrochromium, containing over 3 percent by weight of
carbon, is being imported into the United States in such
increased quantities as to be a substantial cause of

- serious injury, or threat thereof, to the domestic indus-
try producing an article like or directly competitive with
the. imported article. For purposes of this resolution,
the term "ferrochromium, containing over 3 percent by
weight of carbon' means articles classified under item
607.31 of the Tariff Schedules of the United States (19
U.Ss.C. 1202).

(b) The Commission shall conclude its new investiga-
tion and report its determinations to the President by no
later than 90 calendar days from the date of this resolu-
tion.
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The Commission instituted thé investigation on June 21, 1978, after deter-
mining that good cause exists, within the meaning of section 201(e) of the Trade
Act of 1974 (19 U.S.C. 2251(e)), for a reinvestigation on high-~carbon ferro-
chromium less than 1 year froﬁ the date the Commission reported to the President
the results of its previous inQestigation (No. TA-201-28) on the same subject.

Notice of this determination was published in the Federal Register of June 27,

1978 (43 F.R. 27907).
Notice of the institution of the investigation and of the public hearing to be
held in connection therewith was issued on June 22, 1978, and published in the

Federal Register of June 27, 1978 (43 F.R. 27907). The public hearing was held on

August 8, 1978, in Washington, D.C: A ;ranscript of the hearing and copies of
briefs submitted by interested parties are attached. 1/

The information for this report was,obtained from fieldwork and interviews by
members of the Commission's'staff, from other Federél agencies,'from.re5ponses to
the Commission's questionnaires, from iﬁformatibn presented at the public hearing,
from briefs submitted bf interested parties, énd'from the Commission's files.

There were no imports of.ferrochromium, containing over 3 percent by weight of
carbon, from countries whose imports are preséntly subject to the rates of duty set
forth in column 2 of the TSUS. The import relief recommended herein, thergfore, is
not addressed to imports from such countries. Certain recommended relief measures
would involve the imposition of rates of duty on imports from countries whose imports

are currently subject to rates of duty in column 1 which are higher than the rates

1/ Attached to the original report sent to the President. These materials are
available for inspection at the U.S. International Trade Commission, except for
material submitted in confidence.
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set forth in column 2. Should such recommended, or any other, rates of duty.higher

than the column 2 rates be proclaimed by the President, it would be necessary for
him to conform column 2 by proclaiming rates therefor that are not less than those

proclaimed for column l..l/;‘

1/ See art. I, General Agreement on Tariffs and Trade (Basic Instruments and Se-
lected Documents, vol. IV, March 1969), and General Headnote 4, Tariff Schedules
of the United States (19 U.S.C. 1202).




DETERMINATION;rFINDINGS, AND RECOMMENDATIONS OF THE COMMISSION
- Determination
On the basis of its investigation, the Commission determines 1/ that
ferrochromium, containing over 3 percent by weight of carbon, provided for
in item 607.31 of the Tariff Schedules of fhe United States, is being
imported into the United States in such inc;eased duantities as to be a
substantial cause of serious injury to the domestic industry producing an

article like or directly competitive with the imported article.

Findings and Recommendations
Commissipners Moore, Bedell, and Minchew 2/ find and recommend‘that
the imposition of rates of duty as follows, in addition to the existing
column 1 rate of duty, is necessary to remedy the seriouslinjury:

Ferrochromium, cohtaining over 3 percent by weight of carbon, classi-
fiable under item 607.31 of the TSUS:

st '2d 3d 4th Sth
year year year year year

30% ad val. 30% ad val. 25% ad val. 20% ad val. 20% ad val.

Commissioner Ablondi finds and recommends that the imposition of rates

of duty as follows, in addition to the existing column 1 rate of duty, is

necessary to remedy the serious injury:

Ferrochromium, containing over 3 percent by weight of carbon, classi-
fiable under item 607.31 of the TSUS:

lst 24 3d
ear year year:
8% ad wval. 8% ad wval. 8% ad vél."'

1/ Vice Chairman Alberger and Commissioners Moore, Bedell, and Ablondi de-
termine in the affirmative. Chairman Parker did not participate in this
investigation and Commissioner Minchew did not participate in the vote on
injury. :

2/ Commissioner Minchew, noting that the Commission has made an affirma-
tive determination, has made a recommendation of remedy.



Vice Chairman Alberger finds and recommends that the imposition of
quotas 1/ as follows is necessary to remedy the serious injury (in short

tons, chromium content) :

1978 2/ 1979 1980 1981 1982

South Africam-—-—=—=-———— : 35,150 35,150 36,908 38,754 40,692
All other countries-----—: 59,850 59,850 62,842 65,984 69,283
Total-—=——m—mmmmmmmm e : 95,000 _ 95,000 _ 99,750 104,738 _ 109,975
Rhodesia 3/ - : 27,550 27,550 28,928 30,375 31,894

All other countries 3/----: 32,300 32,300 33,914 35,609 37,389

Quotas are to be applied quarterly, both to prevent the flooding of the
market and to aliow Rhodesia's share to be reached in the '"all other coun-
tries'" category if the embargo is lifted. Quota levels are raised by 5
percent each year after 1979 in order to account for projected growth in
U.S. high-carbon ferrochromium consumption, and yearend variances from quo-
ta levels are not to be carried forward into succeeding years (i.e., imports
from South Africa in 1978 in excess of 35,150 tons would not be subtracted

from that country's allocation for 1979).

1/ Quota levels were calculated on the basis of average annual imports
during 1972-77. As South Africa and Rhodesia were the primary sources of
imports during this period (accounting for well over 50 percent of total
imports each year), only those countries are given specific allocations of
the total quota. These allocations are based on average share of total
imports accounted for by these countries during 1972-77.

2/ Quotas are to be retroactive to Jan. 1, 1978.

3/ The quota for Rhodesia is stand-by in nature, and is to be implemented
in the event that the embargo currently in effect with regard to imports
from that country is lifted. As long as the embargo remains in effect,

Rhodesia's share of the quota is to be added to the "all other countries"
category.



VIEWS OF COMMISSIONERS GEORGE M. MOORE, CATHERINE BEDELL, AND ITALO H. ABLONDI

The instant investigation was instituted by the United States International
Trade Commissionlon June 21, 1978, to determine whether high-carbon ferrochromium,
provided for in item 607.31 of the Tariff Schedules of the United States (TSUS), is
being imported into the United States in such increased quantities as to be a sub-~
stantial cause of serious injury, or the threat thereof, to the domestic industry
producing an article like or directly competitive with the imported article. The
Commission received requests for the investigation on June 9, 1978, from the
Committee of Producers of High-Carbon Ferrochromium and on June 13, 1978, from the
Committee on Ways and Means of the House of Representatives, l/ and instituted the

investigation after it determined that there was '"good cause,"

within the meaning
of section 201(e) of the Trade Act of 1974, for a reinvestigation on high-carbon
ferrochromium less than 1 year from the date the Commission reported to the
President the results of its previous investigation (No. TA-201-28) on the same
subject.

In investigation No. TA-201-28, the Commission determined, 2/ on December 1,
1977, that high-carbon ferrochromium was being imported into the United States
in'such increased quantities as to be a substantial cause of the threat of
serious injury to the domestic industry, and recommended that increased rates of
duty be imposed on imported high-carbon ferrochromium to prevent the threatened
injury. 3/ On January 27, 1978, the President determined that it would not be

in the national economic interest to grant import relief to the domestic industry

producing high-carbon ferrochromium,

1/ The resolution of the Committee on Ways and Means is set forth on p. A~4 of
this report.

2/ Commissioners Moore, Bedell, and Ablondi determined in the affirmative, and
Commissioner Minchew determined in the negative.

3/ USITC Publication 845, December 1977.



Section 201(b) (1) of the Trade Act requires that each of the following criteria
be met if the Commission is to make an affirmative determination in this investiga-

tion and thus find a domestic industry eligible for import relief:

(1) Imports of the article concerned are entering the
United States in increased quantities (either actual
or relative to domestic production);

(2) The domestic industry producing an article like or
directly competitive with the imported article is
being seriously injured or threatened with serious
injury; and

(3) Increased imports are a substantial cause of serious
injury, or the threat thereof, to the domestic
industry producing an article like or directly
competitive with the imported article concerned.

Determination

On the basis of the evidence developed during this investigation, we have
determined that high-carbon ferrochromium, provided for in item 607.31 of the TSUS,
is being imported into the United States in such increased quantities as to be a
substantial cause of serious injury to the domestic industry producing an article

like or directly competitive with the imported article.

The domestic industry

It is our view that the relevant domestic industry consists of the facilities
in the United States used in the production of high-carbon ferrochromium. 1/ 1n
1978, five domestic firms produced high-carbon ferrochromium in five plants located

in the continental United States.

1/ High-carbon ferrochromium is a ferroalloy containing about 52 to 72 percent
chromium and over 3 percent by weight of carbon. It is used primarily in the pro-
duction of stainless steel.



Increased imports

Imports of high-carbon ferrochromium increased irregularly from 71,916 short
tons, chromium content, in 1973 to 109,847 short tons, chromium content, in 1977.
In relation to U.S. production, imports fose from'45 percent to 97 percent in the
same time period. Imports in January-June 1977 totaled 67,854 short tons, chromium
content, the equivalent of 117 percent of U.S. production, as compared with 84,508
short tons, chromium content, the equivalent of 177 percent of U.S. ppgduction in
the corresponding period of 1978. The statutory requirement of incregsed imports is

clearly satisfied.

Serious injury

It is now evident that the serious injury which we found to be threatening
the domestic industry in December 1977 has materialized. An examination of each
of the criteria of injury set forth in section 201(b) (2) (A) of the Trade Act of
1974 shows that the economic health of the domestic iﬁdustry has deteriorated in
the past year and that the industry ié being seriously injured.

Idling of productive facilities.--U.S. producers operated their high-carbon

ferrochromium production facilities at only 50 percent of capacity in January-June
1978, compared with 57 percent in 1977. The operating level in January-June

1978 was the lowest experienced since 1975, when the production of stainless
steel, the principal use of ferrochromium, had dropped sharply.

Inability to Opefate at_a reasonable level of profit.--Data obtained by the

Commission clearly show that there has been a downward trend in the profit of
U.S. producers on their high-~carbon ferrochromium operations. The aggregate net
operating profit for the domestic industry dropped from $21.2 million in 1974 to.

$7.9 million in 1976 and to $3.5 million in 1977. A net operating loss of $5.0



million occurred in January-June 1978. Four of the five U.S. producers operated at a
loss in 1977, and all five experienced operating losses in January-June 1978.

Unemployment within the industry.--The average number of production and related

workers engaged in the production of high-carbon ferrochromium declined irregularly
from 682 in 1973 to 477 in 1977 and 396 in January-June 1978. In addition, man-hours
worked by production and related workers fell from 1.4 million hours in 1973 to 1.0
million hours in 1977. The number of employees and the man-hours worked during
1973-77 were at their lowest levels in 1977, except for 1975, when the full impact

of the recession was felt by this industry. Workers in all five plants in the United
States in which high-carbon ferrochromium is produced have been certified as being
eligible to apply for adjustment aSsistahce under the provisions of chapter 2 of
title II of the Trade Act of 1974. That chapter requires, in part, that increased
imports of articles like or directly competitive with those produced by the workers'
firm must have contributed importantly to unemployment or the threat of unemployment
in that firm.

Decline in sales.--Net sales of U.S. producers of high-carbon ferrochromium

declined from $103.2 million in 1974 to $89.2 million in 1977; U.S. producers'
shipments declined from 154,415 short tons, chromium content, to 122,994 short tons
during the same period. Sales of $33.2 million (52,416 short tomns) in January-June
1978 were substantially less than the sales of $48.1 million (67,900 short tons)

reported for the corresponding period of 1977.

Downward trend in production.--Figure 4 on page A-21 of the Commission's report

shows a sharp decline in the 5-year trend in domestic production of high-carbon
ferrochromium. U.S. production dropped from 158,550 short tons, chromium content,

in 1973 to 112,803 short tons in 1977. This decrease occurred despite the fact that
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considerably more -high-carbon ferrochromium was used per ton of stainless steel
produced in 1977 than in 1973 because of the continuing conversion of U.S. stainless

steel production'to the AOD process. 1/

éubstantial cause

U.S. imports of high-carbon ferrochromium rose at an annual rate of more than
11 percent during 1973-77 and increased as a share of the U.S. market from 46
percent to 58 percent in the same period. The ability of foreign producers to sell
high-carbon ferrochromium at prices consistently lower than those of domestic
producers has not only enabled the foreign suppliers to increase their share of the
domestic market, but has also been a major factor in causing the substantial decline
in U.S. producers' prices between 1975 and 1978. During this period, domestic
producers' costs of producing high-carbon ferrochromium increased in such important
categories as chromium ore and electric power, while prices for domestically produced
high-carbon ferrochromium containing over 65 percent chromium fell by about one-
third between January 1975 and June 1978. This erosion of U.S. producers' prices
has contributed significantly to the declining profit in the U.S. industry. It is
clear that imports are the most important cause of the serious injury being suf-

fered by the domestic high-carbon ferrochromium industry.

Conclusion

In view of the foregoing, we have determined that the  domestic industry producing
high-carbon ferrochromium has been seriously injured, within the meaning of section
201 of the Trade Act of 1974, by increased imports of the material under investiga-

tion.

1/ The Argon-Oxygen-Decarburization (AOD) process allows the stainless.steel producer
to substitute, almost wholly, lower cost high-carbon ferrochromium for higher cost
low-carbon ferrochromium to obtain the chromium input.
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ADDITIONAL VIEWS OF COMMISSIONERS GEORGE M. MOORE, CATHERINE BEDELL,
' AND DANIEL MINCHEW 1/ ON REMEDY

It is our view that the éame relief we recommended in December 1977,
to prevent the serious~iﬁjury that was threétening the domestic high-carbon
ferrochromium industry is now required to remedy the serious injury thét
the Commission has found the industry to be sufféring at this time. Our
finding with respect to the specific relief needed to remedy the serious
injury is se; forth in the findings and recommendations appearing on page 4
of this report.

In ordgr to make the imported and domestically producéd high-carbon
ferrochromium prices competitive and to permit U.S. producers to cover their
production césts and to earn a peasonable profit, it is necessary to add a
duty of 30 percent ad valorem to tHe present rate of duty on high-carbon
ferrochromium for a period of 2 years. Thereafter, we :ecommend that this
additional duty be reduced in stages so.that over the 5-year period of
religf that we have'recommended the domestic industry wili.have’an oppor-
tunity to adjust to whatever competitive conditions will exist after the

termination of import relief.

——

-

1/ Commissioner Minchew is of the opinion that the Trade Act requires that
in all cases of affirmative findings there shall be two separate, distinct
votes, and that each Commissioner has a duty to participate in the recommen-
dation process regardless of the Commissioner's individual vote on the
question of serious injury due to increased imports. Accordingly, Commis-
sioner Minchew, although not participating in the injury determination in
this case, is participating in this recommendation because of the Commission's
finding' of serious injury resulting from increased imports.
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ADDITIONAL VIEWS OF COMMISSIONER ITALO H. ABLONDI ON REMEDY

It is my view that relief in the form of increased rates of duty should
be granted go the domestic high-carbon ferrochromium industry, which the
Commission has found to be seriously injured. Specifically, I recommend
that an additional duty of 8 percent ad valorem be applied to high~carbon
ferrochromium, provided for in item 607.31 of the Tariff Schedules of the
United States, for a period of 3 years. This additional duty will assist in
eliminating the price difference between imported and domestically produced
high-carbon ferrochromium. Furthermore, this duty increase will approxi-
mately equalize the rates of duty applicable to high~carbon ferrochromium
imposed by the major import ﬁarkets for this commodity, i.e., the European

Economic Community, Japan, and the United States. Elimination of the incen-

tive to export to the United States because of the present disparity in the
rates of duty among comsuming countries will enable U.S. producers to compete
with imports and obtain a larger share of the U.S. market without undue
burden upon consumers. This moderate increase in duty will not exclude im-

ports from the U.S. market or create windfall profit for the dominant U.S.

producer.
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VIEWS OF VICE CHAIRMAN BILL ALBERGER

On the basis of inforﬁation developed in this investigation,
I determine that high-carbon ferrochromium of the type described
in the notice is being imported into the United States in such
increased quantities as to be a substantial cause of serious
injury to the domestic industry producing the like or directly
competitive products.

The Trade Act of 1974 (Section 201(b)(1l)) requires that each
of the following conditions be met before an affirmative deter-
mination can be made:

(1) There are increased imports (either actual or
relative to domestic production) of an article
into the United States;

(2) A domestic industry producing an article like
or directly competitive with the imported
article is seriously injured, or threatened
with serious injury; and

(3) Such increased imports of an article are a sub-
stantial cause of serious injury, or the threat
thereof, to the domestic industry producing an

article like or directly competitive with the
imported article.

The domestic industry

In this investigation, I have determined that the relevant
domestic industry consists of the facilities in the United States
used in the production of high-carbon ferrochromium. High-carbon

ferrochromium is a ferroalloy containing about 52 to 72 percent
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chromium and over 3 percent by weight of carbon. It is used pri-
marily in the production of stainless steel. In 1978, five domestic
firms produced high-carbon ferrochromium in five plants located in

the continental United States.

Increased imports

From 1973 through 1977, imports of high-carbon ferrochromium
increased irregularly. In 1973, there were imports of 71,916 short
tons with an increase to 109,847 short tons by 1977. The ratio of
imports to domestic production rose from 45 percent to 97 percent
during the same time frame. For the period frem January through
June 1978, imports hit 84,508 short tons, or 177 percent of U.S.
production. This compares with imports of 67,854 short tons and
117 percent of U.S. production for the same period in 1977. Clearly,

imports have increased within the meaning of the statute.

Serious injury

The Trade Act does not define the term "serious injury" but
does provide guidelines in the form of economic factors. Under
section 201(b) (2) the Commission is to take into account "all
economic factors which it considers relevant, including (but not
limited to)--". . . the significant idling of productive facilities
in the industry, the inability of a significant number of firms to
operate at a reasonable level of profit, and significant unemploy-

ment or underemployment within the industry..."
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I have also considered and analyzed other economic develop-
ments in the industry to determine whether serious injury exists.
These include: (1) Production and shipments; (2) inventories;

(3) sales; and (4) prices.

Idle facilities--U.S. producers of high-carbon ferrochromium operated

at 50 perceﬁt of capacity during the first six months of 1978. This
is the lowest rate sincg 1975 when the production of stainless steel,
the principal use of ferrochromium, had dropped sharply. .This year's
drop, howe&er, is not attributable to the same cause, as stainless
steel produétion is at near record levels. The 50 percent rate of
capacity utilization is a decline of 17 percent for the corresponding

period of 1977 and a ‘12 percent dip from year long 1977 rates.

Profits--From 1974 through 1977, the aggregate net operating profits
of the domestic industry dropped from $21.2 million to $3.5 miilion.
AJanuary-June 1978 statistics show a net operéting loss of $5.0 million
with all five of the U.S. producers experiencing losses. During 1977,

four of the five companies experienced losses.

Employment--The average number of production and related workers
engaged in the production of high-carbon ferrochromium declined
irregularly from 682 in 1973 to 477 in 1977 and 396 in January-June
1978. In addition, man-hours worked by production and related

workers fell from 1.4 million hours in 1973 to 1.0 million hours
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in 1977. The number of employees and man-hours worked during the
1973-77 period were at their lowest level in 1977, except for 1975,
when the full impact of the recession was felt by this industry.
Workers in all five plants in the United States in which high-
carbon ferrochromium is produced have been certified as being
eligible to apply for adjustment assistance under the provisions

of chapter 2 of title II of the Trade Act of 1974. That chapter
requires, in part, that increased imports of articles like or
directly competitive with those produced by the workers' firm

must have contributed importantly to unemployment or the threat

of unemployment in that firm.

Production and shipments--Production declined irregularly from

158,550 short tons in 1973 to 112,803 tons in 1977 and production
for the first half of 1978 is the lowest January-June level for

the 1973-78 period. This decrease has occured in spite of the

fact that far more high-carbon ferrochromium is being used per

ton of stainless steel produced now than was in 1973. This is

due to the continuing conversion of U.S. stainless steel production
to the AOD process. 1/ Shipments, like production, dropped from
1973 through 1977. January-June 1978 shipments are nearly 23
percent below the comparable period in 1977. At this rate, ship-
ments by domestic producers for the full year 1978 would be at

their lowest annual rate since 1975.

1/ The Argon-Oxygen Decarbonization (AOD) process allows the
stainless steel producer to substitute, almost wholly, lower cost
high-carbon ferrochromium for higher cost low-carbon ferrochromium
to obtain the chromium input.
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Inventories--Total inventories of high-carbon ferrochromium increased
irregulgrly in the 1973-77 period. From January, 1975 to January,
1976 they more than tripled. After climbing higher toward the end

of 1976, they dipped during 1977, but as of March 31, 1978, had

reached their highest quarterly level at 154,258 short tons.

Sales—--U.S. producers experienced a decline in net sales of $14
million from 1974 through 1977. This downward trend continued
through the January-June 1978 period as sales declined nearly $15
million, or about 31 percent, from the corresponding period of

1977.

Prices--With the exception of 1975, when both domestic and import
prices peaked, imports generally undersold U.S.-produced high-carbon
ferrochromium. From the high in 1975 through June 1978, U.S. pro-
ducers' prices dropped by almost a third. This price dip occurred
as costs of production for domestic producers were climbing, parti-

cularly in the important areas of chromium ore and electric power.

Summarz

Having considered the poor rate of capacity utilization, the
bleak profit picture, the declining employment, the downward trends
in production, shipments and sales, and the drop in domestic prices
in the face of rising production costs, I conclude that the domestic
high-carbon ferrochromium producers are suffering "serious injury"

within the meaning of the Trade Act.
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Substantial Cause

Section 201(b)(4) of the Trade Act defines the term "substantial
cause”" to mean "a cause which is important and not less than any
other cause." Thus, increased imports must be both an "important
cause of injury or the threat thereof'" and "not less than any other
cause." Section 201(b)(2) further directs that in determining
"substantial cause" the Commission '"shall take into account all
economic factors it considers relevant, including (but not limited
to) . . . an increase in imports (either actual or relative to
domestic production) and a decline in the proportion of the domestic
market supplied by domestic producers.”

From 1973 through 1977, imports of high-carbon ferrochromium
rose at an annual rate of 11 percent. During the same time frame,
imports increased as a share of the U.S. market from 46 to 58 per-
cent. For the January-June 1978 period, imports held a 71 percent
share of the domestic market.

The price advantage the importers have been able to maintain
over domestic producers has been a major factor in enabling them
to increase market share. At the same time, it has also been a
key element in the decline of U.S. prices; a decline that took
place in spite of rising production costs. This decline, in turn,
has contributed substantially to the downward trend in profits for

U.S. producers.
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In addition to "increased importsf as a "substantial cause,"
I have looked at domestic stainless steel ptroduction as a possible
"substantial cause." U.S. demand for high-carbon ferrochromium is
directly related to the domestic production of stainless steel.
Therefore, the health of the stainless steel industry is of vital
importance to the domestic producers of high-carbon ferrochromium.
Since 1975, domestic stainless steel production has increased rapidly
and is nearing record levels. Consequently, it cannot be considered
a cause of'the injury in this investigation.

Therefore, in view of the healthy state of the primary end
user of high-carbon ferrochromium and the declining state of health

of the domestic high-carbon ferrochromium industry in the face of
increased imports, it is my judgment that imports are a 'substantial

cause" of "serious injury."
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ADDITIONAL VIEWS OF VICE CHAIRMAN BILL ALBERGER ON REMEDY

Under Section 201(d)(1), if the Commission finds the serious injury

or threat thereof, it shall
""(A) find the amount of the increase in, or imposition
of, any duty or import restriction on such article
which is necessary to prevent or remedy such injury, or
(B) if it determines that adjustment assistance under
chapters 2, 3, and 4 can effectively remedy such injury,
recommend the provision of such assistance."
The Commission having found in the affirmative under Section 201(b),
I have considered the alternative remedies available. Adjustment assis-~
tance will not offer sufficient relief to this industry. Some workers
have already qualified for benefits under Chapter 2, and one firm has
been certified to receive assistance to firms. The limitations in the
relief provisions for firms (loans to individual firms cannot exceed
$1 million and loan guarantees are 1imited to $3 million per firm) are
much too low to provide sufficient assistance to remedy the serious injury
I have found.

(__, Tariffs or tariff-rate quotas were also considered, but my concern is
that a significant portion of such tariffs might be passed through, and
based on pricing practices of the South African producers, they would
totally dominate the import market. Since imports from South Africa were
the principal concern of domestic producers, it seems incongruous to
recommend a remedy that would primarily penalize exporters in the countries
whose imports didn't really cause the injury.

I then looked at quantitative restrictions, and considered the recom-

mendations of various parties in the investigation. It is my judgment that
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the Commission should not recoﬁmend orderly marketing agreements. Matters
directly involving the inéernational obligatiﬁns of the United States
should be left to Executive Branch agencies. Use of Section 203(k) (1)
of the Trade Act, which permits the taking of steps against certain selected
countries in spite of MFN agreements;was also suggested as a course of
remedy action. While this would allow for quotas against only imports
from South Africa and Rhodesia and permit unrestricted trade from other
nations, in contradiction of traditional MFN principles, this is a judg-
ment for the President rather than the USITC to consider.

It is my view that quotas should be applied against all imports of
high-carbon ferrochromium over a S—year period beginning January 1, 1978.
I have chosen as the most representative period for the purposes of computing
" the quota, the six years 1972-77. SouthlAfrica and Rhodesia were the primary
sources of imports during this period, and thus are the only countries to
receive specific allocations of the total quota. This period allows for the
averaging of years of both high and low levels of imports. My specific

recommendatjon is as follows (in short tons, chromium content):

1978 1979 1980 1981 1982
South Africa ~—=----——=; 35,150 35,150 36,908 38,754 40,692
All other countries ---: 59,850 59,850 62,842 65,984 69,283
Total ——~m=memm oo : 95,000 95,000 99,750 104,738 109,975
Rhodesia* —=—~-eeeme—- : 27,550 27,550 28,928 30,375 31,894

All other countries* —-: 32,300 32,300 33,914 35,609 37,389

* The quota for Rhodesia is stand-by in nature, and is to be implemented
in the event that the embargo currently in effect with regard to imports
from that country is lifted. As long as the embargo remains in effect,
Rhodesia's share of the quota is to be added to the "all other countries"
category.
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Quotas are to be applied quarterly, bothAto prevent the flooding
of the market and to allow Rhodesia's share to be reached in the "all
other countries" category if the embargo is lifted. Quota levels are
raised by five percent each year after 1979 in order to account for
projected growth in consumption, and variances from quota levels at
years' end are not to be carried forward into succeeding years (i.e.,
imports from South Africa in 1978 in excess of 35,150 tons would not
be subtracted from that country's allocation for 1979).

It coﬁld be alleged that my failure to allocate a portion of
Rhodesia's sfand—by quota to South Africa constitutes questionable treat-~
ment under Article 13 of the Géneral Agreement on Tariffs and Trade (GATT).
It is my view that my proposals do not discriminate in any way against
any countries. Country quotas are based on the six-year averages over
the period 1972-77, and no country has a quota any less than its share
in that period, nor does any country have a specific quota representing

a greater share than any other country.

I have concluded that the above outlined quota of 95,000 short tons
chromium content will provide the domestic industry producing high carbon
ferrochromium the opportunity to meet higher costs of production, price
competitively with imports, restore its profitability, and adjust in order

to compete effectively without protection at the end of the specific period

of relief.
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SUMMARY

Investigation No. TA-201-35 was instituted on June 21, 1978, following a
determination by the Commission that good cause existed to waive the require-
ment that 1 year elapse since the Commission reported to the President the
results of a previous investigation covering the same subject matter. 1/ The
Commission received requests for the new investigation from the Committee of
Producers of High-Carbon Ferrochromium on June- 9, 1978, and from the Committee
on Ways and Means of the House of Representatives on June 13, 1978. A public
hearing was held in connection with the investigation in Washington, D.C. on
August 8; 1978.

High-carbon ferrochromium. is used primarily as a source of chromium in
the production of stainless steel (chromium gives stainless steel its
corrosion-resistant properties). It is produced by five domestic producers,
imported by about 35 firms, 2/ and purchased by about 25 consumers. A brief
profile of the U.S. industry is shown in the following table.

High-carbon ferrochromium: U.S. producers’ shipments, capacity utilization,'
average number of production and related workers, and net operating profit
or (loss), 1973-77, January-June 1977, and January-June 1978 -

Production: Net

Period : Shipments : Capacity : and :operating
' ' Quantity -V lue sutilization: related : -profit
. Nuantity -, -Va : : - workers :or (loss)
:1,000 tonms,: : . : .
¢ chromium :Million: : : Million
: content :dollars: Percent : ¢ dollars
1973 : 171 73 : 82 : 682 : 5 -
1974 : 154 : 92 : - 88 674 : 21
1975 : 78 : 78 : 41 460 : 14
1976 : 106 : 83 : 55 : 502 : 8
1977 ~-- - : 123 : 96 : 57 : yr7 - 4
January-June-- : : : : :
1977 : 68 : 52 : 60 : 470 : 3
1978 — : 52 : 40 : 50 : 396 : (5)

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission and from official statistics of the U.S.
.Bureau of Mines.

1/ On Deec. 1, 1977, the Commission reported to the President its deter-
mination in investigation No. TA-201-28 that increased imports of high-carbon
ferrochromium were a substantial cause of the threat of serious injury to the
domestic high-carbon ferrochromium industry.

2/ About 10 of these firms are steel producers which use the high-carbon
ferrochromium in their own facilities. The other firms sell the high-carbon
ferrochromium in the U.S. market. :
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Imports of high~carbon ferrochromium more than doubled in 1975,

fell

sharply in 1976, rose sl:lghtly in 1977, and’ then surged again in January-June -

.1978.

High-carbon ferrochromium:.'U.S. imports for cohsumption and produciion,

. 1973=77, January=June 1977, and January-June 1978

: Ratlo of

Period : Imports Production :imports to
: ‘ : sproduction
:1,000-tons,:1 000 tons,:
¢ chromium : chromium :
: content : content : Percent
1973 : 72 : 159 : 45
1974 : 71 145 kg
1975 : 158 : 78 : 202
1976 : 107 : 105 : 102
1977 : 110 ¢ 113 : 97
January-June-- : o : ,
1977 : 68 : 58 : 17
1978 : - : 85 : u8 : 177
Source: Compiled from official statistics of the U.S. Department

merce and the U.S. Bureau of Mines.

of Com-

Following the 1977 embargo againét imports from Rhodesia, the Republic of )

South Africa has become by far the largest source of imported high-c

arbon

ferrochromium. In January-June 1978, high-carbon ferrochromium was also
imported from Yugoslavia and Sweden, but none came from Brazil, which

accounted for 5.5 percent of all imports in 1977. One of the domestic _
producers (Union Carbide Corp.) operates a new high-carbon. ferrochromium plant
in South Africa that exports all its production. The advantage of locating
productive facilities near the source of the raw material (chromium ore) is
that more than half the cost of importing the ore i1s saved (a rough guide used
to determine shipping requirements is that 2-1/2 tons of chromium ore are
needed to produce 1 ton of high-carbon ferrochromium). High~-carbon ferro-

chromium prices have varied considerably since 1973, as shown in the
the following page.

~

table on
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High-carbon ferrochromium: Weighted average prices for the greatest volume 6f
the imported and U.S.-produced products sold, 1973-77, January-June 1977,

and January-June 1978

(Cents per pound)

¢ Price of high-carbon ferrochromium,

Period i over 65 perc?nt chromium
: Imported . U.S.-produced

el T— - : 20 : 21
1974 —— - -~ 46 : 33
1975 mmmmm e s e m e — e — e m e ——————— 69 : 55
[} - —— - —————————— uy . 43
1977 =mmm e m—— e cm e e —————————— : 38 : Lo
January-June--~ :

o) R — - 38 : b2

1978-- ——— -- : 37 37

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

questionnaires of the
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.iNFORMATIONtOBTAINED IN THE INVESTIGATION
'Introdugtion

The Commission institutéd the present investigation on June 21, 1978,
after determining that good cause exists, within the meaning of section 201(e)
of the Trade Act of 1974 (19 U.S.C. 2251), for a reilnvestigation of high-
carbon ferrochromium in less than 1 year from the date the Commission reported
to the President the results of its previous investigation (No. TA-201-28) of
the same subject matter. Notice of this determination was published in the
Federal Register of June, 27, 1978 (43 F.R. 27907). A copy of the notice,
which contains the economic data upon which the Commission made its deter-
mination, is presented in appendix A.

The investigation was instituted following receipt on June 9, 1978, of a
letter from the Committee of Producers of High-Carbon Ferrochromium (CPHCF)
requesting such a reinvestigation and receipt, on June 13, 1978, of a resolu-
tion of the Committee on Ways and Means of the House of Representatives that--

(a) Pursuant to section 201(b)(1) of the Trade Act
of 1974, the United States International Trade Commission
shall promptly make an investigation to determine whether
ferrochromium, containing over 3 percent by weight of
carbon, is being imported into the United States in such
increased quantities as to be a substantial cause of
serious injury, or threat thereof, to the domestic
industry producing an article like or directly competitive
with the imported article. For purposes of this reso-
lution, the term "ferrochromium, containing over 3 percent
by weight of carbon" means articles classified under item
607.31 of the Tariff Schedules of the United States (19
U.S.C. 1202).

(b) The Commission shall conclude its new inves-
tigation and report its determinations to the President by
no later than 90 calendar days from the date of this reso-
lution.

A copy of the letter from the CPHCF is presented in appendix B, and a copy of
the resolution with its covering letter from the Chairman of the Ways and
Means Committee is presented in appendix C.

Notice of the institution of the investigation and of the public hearing
to be held in connection therewith was published in the Federal Register of
June 27, 1978 (43 F.R. 27907). A copy of -the notice is presented in appendix
D. Copies of all notices were posted at the Commission's offices in
Washington, D.C., and New York City. The public hearing was held in the
Commission's hearing room in Washington, D.C., on August 8, 1978.

In investigation No. TA-201-28, the Commission determined by a vote of 3
to 1 1/ on December 1, 1977, that ferrochromlum, containing over 3 percent by
welght of carbon, was being imported into the United States in such increased
quantities as to be a substantial cause of the threat of serious injury to the

1/ Chairman Minchew dissenting and Vice Chairman Parker and Commissioner
Alberger not participating.
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domestic industry producing an article like or directly competitive with the
imported article. The Commission found that to prevent the threatened serious
injury, increased rates of duty should be imposed on imported high-carbon
ferrochromium. A copy of the Commission's determinations, findings, and
recommendations is presented in appendix E. On January 27, 1978, the
President determined that the relief recommended by the Commission was not in
the national economic interest and so notified the Congress. On February 2,
1978, a House Concurrent Resolution was introduced by Mr. Maguire of New
Jersey to override the President's decision. A hearing was held March 22,
1978, in Washington, D.C. On April 26, 1978, the Subcommittee on Trade of the
Committee on Ways and Means passed over this resolution and approved a second
resolution introduced by Mr. Holland of South Carolina to request the Commis-
sion to conduct a new investigation of high-carbon ferrochromium pursuant to
section 201 of the Trade Act. The full Committee on Ways and Means approved
the resolution by voice vote on June 7, 1978.

In addition to investigation No. TA-201-28, the Commission has instituted
two previous investigations covering ferrochromium products. On May 21, 1973,
following receipt of a petition filed by the Ferroalloys Association, the U.S.
Tariff Commission (the former name of the U.S. International Trade Commission)
instituted an investigation (No. TEA-I-28) under section 301(b)(1) of the
Trade Expansion Act of 1962, to determine whether ferrochromium, ferro-
manganese, ferrosilicon, ferrosilicon chromium, ferrosilicon manganese,
chromium metal, manganese metal, and silicon metal were, as a result in major
part of concessions granted under trade agreements, being imported into the
United States in such increased quantities as to cause, or threaten to cause,
serious injury to the domestic industry or industries producing like or
directly competitive products. On June 28, 1973, investigation No. TEA-I-28
was discontinued by the Commission at the request of the petitioner without a
determination on its merits-and without prejudice.

On January 21, 1977, following receipt of a petition filed by the Com-
mittee of Producers of Low Carbon Ferrochrome, the Commission instituted an
investigation (No. TA-201-20) under section 201(b)(1) of the Trade Act of 1974
that resulted in a Commission determination 1/ on July 11, 1977, that low-
carbon ferrochromium was not being imported into the United States in such
increased quantities as to be a substantial cause of serious injury, or the
threat thereof, to the domestic industry producing an article like or directly
competitive with the imported article.

The information in this report was obtained from fieldwork; question-
naires sent to domestic producers, importers,; and consumers; the Commission's
files, briefs submitted by interested parties; and other Government agencies.

1/ Commissioner Moore dissenting and Vice Chairman Parker not participating.
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, Description and Uses

High-carbon ferrochromium

High~carbon ferrochromium is one of several ferroalloys that are used as
sources of chromium. 1/ It is defined in the TSUS as ferrochromium 2/ con-
taining over 3 percent, by weight, of carbon. Commercial grades of high~
carbon ferrochromium contain 52 to 72 percent chromium, 4.0 to 9.5 percent
carbon, and 3.0 to 10.0 percent silicon, with the remainder largely iron. 3/

Methods of production.--High-carbon ferrochromium is produced in
submerged-arc electric furnaces (fig. 