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NOTE

The information and analysis in this report are for the purpose of this report only. Nothing in this
report should be construed to indicate how the Commission would find in an investigation
conducted under other statutory authority covering the same or similar matter.
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INTRODUCTION

Purpose and Scope
of Report

On July 9, 1992, at the request of the U.S. House
of Representatives Committee on Ways and Means, the
United States International Trade Commission
(USITC) instituted investigation No. 332-327, Steel
Semiannual Monitoring Report, under section 332(g)
of the Tariff Act of 1930 (19 U.S.C. 1332 (g)). The
purpose of this investigation is to provide semiannual
monitoring reports to the House Committee on Ways
and Means concerning the status of, and prospects for,
the U.S. steel industry in the post-voluntary-
restraint-agreement (VRA) competitive environment,
from January 1991 through December 1994.

The series of reports, to be submitted over a 3-year
period beginning in September 1992, consists each
year of two semiannual reports (to be submitted in
April 1993, 1994, and 1995 and September 1992,
1993, and 1994) that analyze global industry trends and
competitiveness issues, and provide key product trade
information. Each of the six reports contains detailed
U.S. trade information (for instance, data by product
and key country suppliers and/or markets), a summary
of changes in U.S. trade flows, highlights of recent
major developments in the U.S. steel industry, and
selected international steel industry comparisons.

Each of the April issues focuses primarily on
developments and conditions in the U.S. industry and
highlights significant developments in  industry
competitiveness during the post-VRA period. The
calendar year data that form the basis for this analysis
are gathered by questionnaires requesting information
on industry operating performance and competitive
factors (e.g., capacity, production, shipments, financial
operations, capital expenditures and R&D, technology,
and environmental expenditures) sent to all raw steel
producers! as well as selected steel processors.2 Each
of the September issues of these reports also contains a
short  analysis of country/regional industry
developments and/or competitiveness issues, such as
environmental regulations, technological develop-
ments, and globalization.

1 Raw steel (or crude steel) is produced through the
“integrated process” by refining iron (that has been
produced in a blast furnace) together with coke (that has
been produced in a coke oven) into steel; through the
scrap-based process (melting steel scrap in an electric arc
furnace); or through a hybrid of these processes. The
April series of reports is based on data collected from all
producers of raw steel, irrespective of process.

2 Processors typically do not possess steel melting
capacity, but may perform other functions such as
heat-treating, rolling, or cutting to size.

Five reports have been transmitted to the
Committee to date—in September 1992, June 19933
September 1993, April 1994, and September 1994.
This report, the sixth and last in the series, focuses on
current conditions in the U.S. industry, including
information on recent developments in steel capacity,
production, capital expenditures, environmental
expenditures, spending on research and development,
employment, and financial performance. In addition,
the report provides detailed breakouts on U.S.
shipments and U.S. trade for 20 major groups of steel
mill products and certain fabricated steel products, and
information on other recent developments in the U.S.
industry.

The analysis is based on data developed from
questionnaires sent to 220 producers and converters
(ie., companies that purchase certain steel mill
products for conversion into other steel mill
products—also known as steel processors) of steel mill
products and from secondary sources. Responses were
received from 165 producers, which account for
virtually all raw steel production (more than 95
percent) and include about 70 percent of steel
converters surveyed. The report also highlights
changes in the overall structure of world raw steel
production, trade, and consumption; the Uruguay
Round Agreements and U.S. unfair trade laws;
increasing use of steel in residential construction; and
increasing imports of stainless steel as the industry
globalizes. Finally, the report provides detailed
breakouts on U.S. shipments and U.S. trade for 20
major groups of steel mill and certain fabricated steel
products, and information on other recent
developments in the U.S. industry.

Product Coverage and
Trade Policy Perspective

The products covered in the Commission’s
semiannual reports were subject to import quotas under
VRAs in effect from late 1984 through March 31,
19924 The President undertook the VRA program
after the USITC made an affirmative determination in
an investigation under section 201 of the Trade Act of

3 The report transmitted in June 1993 was originally
scheduled to be transmitted in April 1993, but was
postponed to ensure that the study contained complete
survey results.

4 Products include carbon and certain alloy (other than
stainless or tool) steel and specialty steel (stainless and
alloy tool steel) semifinished, plate, sheet and strip, bars
and light shapes, wire rod, wire, wire products, structural
shapes and units, rails and related products, and pipe and
tube product categories covered in appendix F, tables F-1
through F-37.
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1974 (19 US.C. 2251) with respect to imports of
certain carbon steel products.’ After receiving the
Commission’s report on that investigation, the
President announced that he was not taking action
under section 203 of the Trade Act but instead would
negotiate bilateral restraints with steel-exporting
countries to limit U.S. imports of steel and would
enforce more vigorously the laws against unfair trade
practices.5 Congress later passed the Steel Stabilization
Act (title VII of the Trade and Tariff Act of 1984),
which granted the President authority, for the 5-year
period ending September 30, 1989, to enforce the
terms of the bilateral steel arrangements. However, this
legislation made continuation of such authority subject
to the condition that the steel industry continue to
modernize its plant and equipment and provide for
appropriate worker retraining. Specifically, the
President was required to make an annual affirmative
determination that major steel companies were
committing substantially all of their net cash flow from
steel operations to reinvestment and modernization of
their steel operations and that a certain amount of funds
was committed to worker retraining.” In July 1989, the
President proposed a 2-1/2 year extension of the
program. Congress later passed the Steel Trade
Liberalization Program Implementation Act, extending
the President’s enforcement authority through March
31, 19928

The Steel Trade Liberalization Program called
upon the United States Trade Representative (USTR)
to negotiate Bilateral Consensus Agreements (BCAs).2
Negotiations commenced during the fall of 1989,
resulting in the successful conclusion of 10 BCAs that
covered a majority of U.S. imports of VRA-steel
products.l® As provided for in the BCAs, countries
agreed to work toward a Multilateral Steel Agreement
(MSA) that would address the underlying

5 USITC, Carbon and Certain Alloy Steel Products,
USITC Publication 1553, investigation No. TA-201-51,
July 1984.

6 Executive Communication 4046, Sept. 18, 1984
(H. Doc. 98-263).

7 Public Law 98-573, Oct. 30, 1984, (98 Stat. 3043).

8 Public Law 101-221, Dec. 12, 1989, (103 Stat.
1886) (19 U.S.C. 2253 note).

9 Such agreements were authorized consistent with
section 803 of the Steel Import Stabilization Act, 19
U.S.C. sec. 2253 note, as amended by section 2(b) of the
Steel Trade Liberalization Program Implementation Act,
Pub. L. 101-221, 103 Stat. 1887.

10 BCAs were concluded with Australia, Austria,
Brazil, European Union (formerly known as the European
Community), Finland, Japan, Korea, Mexico, Trinidad and
Tobago, and Yugoslavia.

causes of unfair trade in steel by eliminating tariffs,
such nontariff measures as quotas, and most subsidies
in the steel sector. The United States and 34 other
countries took part in negotiations for an MSA as part
of the Uruguay Round negotiations under the auspices
of the General Agreement on Tariffs and Trade
(GATT). The MSA negotiations were suspended on
March 31, 1992, the same day that the VRA program
expired. Negotiations resumed in December 1992 but
an agreement was not reached in time to become part
of the Uruguay Round package.!! Since the end of the
VRAs, the U.S. industry has filed petitions under the
U.S. antidumping and countervailing duty law with
respect to many imported steel products once covered
by the VRAs, including wire rope, bar, steel rail, pipe
and tube, flat-rolled products, and other steel products.

With respect to steel trade, questionnaire responses
and anecdotal information suggest that U.S. steel
producers have made a strong effort to develop new
export markets, efforts that have been enhanced by
producers’ improved competitiveness, a weaker dollar,
and better access to foreign markets since the
mid-1980s. Steel firms’ views on the relative
importance of nontariff barriers and government policy
factors that may affect their ability to expand exports
were collected for presentation in this report.!2 U.S.
producers and converters also expanded their imports
of steel in 1994 in response to increasing domestic
demand, rising prices, and constraints on capacity,
according to questionnaires received in response to the
Commission survey.

Organization of Report

This introduction is followed by a series of figures
and tables that provide highlights of U.S. and
international steel industry consumption and trade.
Within U.S. Steel Industry Highlights, figures 1 to 4
present monthly trends in U.S. steel shipments,
imports, exports, and import penetration. Within
International Production, Consumption, and Trade,
figures 5 and 6, and tables 1 through 5 highlight the
geographic distribution of world steel production,
exports, imports, and apparent consumption; these
tables are also provided to show annual import and
export data for various countries and country groups in

11 The effect of the Uruguay Round on steel trade is
addressed in USITC, Steel Semiannual Monitoring Report,
investigation No. 332-327, USITC Publication 2759,

Apr. 1994, pp. 16-19.

12 For a discussion of steel trade rules under the
Uruguay Round, and for further explanation of barriers to
expanding U.S. steel exports, see USITC, Steel
Semiannual Monitoring Report, investigation 332-327,
USITC Publication 2759, Apr. 1994, pp. 16-19.
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1983 and 1990-93. The section on Recent Steel
Industry Developments highlights major events
affecting both the U.S. and foreign steel industries.

The Special Focus section examines current U.S.
industry conditions; this information is based primarily
on data submitted by producers and converters in
response to questionnaires of the USITC, and
comparisons are provided with 1993 data. Wherever
possible, separate data are presented for carbon and
certain alloy steel and for stainless and alloy tool
steel.13

13 In general, stainless and alloy tool steels are higher
valued products manufactured by firms that are small in
comparison with the major carbon steel producers. These
higher values are a function of higher raw material costs
and additional processing. In the past, producers of carbon
steel typically have petitioned separately from producers
of stainless steel for import relief under U.S. antidumping
and countervailing duty laws.

Appendix A contains a more detailed overview of
the structure of this report and notes on its product
coverage and methodology. Appendixes B and C,
respectively, contain the study request letter from the
Chairman of the House Committee on Ways and
Means and the notice of the Commission investigation.
Appendix D contains a description of the products
subject to this investigation and definitions of certain
terms. Appendix E provides the status of antidumping
(AD) and countervailing duty (CVD) cases filed on
imports of steel products and ferroalloys since late
1991. Appendix F provides detailed statistical tables on
U.S. shipments and steel trade. Appendix G provides
data on U.S. producers’ and converters’ capital
expenditures and the reasons for such expenditures.
Appendix H provides data on U.S. producers’ and
converters’ research and development expenditures and
the reasons for such expenditures.m






U.S. STEEL INDUSTRY HIGHLIGHTS

Figure 1 Figure 2 .
U.S. average monthly open market steel shipments,  U.S. average monthly steel imports, 1990-94,
1990-94, and monthly open market steel shipments, and monthly steel imports, 1994

1994
1,000 short tons 1,000 short tons
10000 3000
9000 2700
8000 2400
7000 2100
6000 1800
5000 1500
4000 1200
3000 900
2000 600
1000 300
0 0
90 92 94123456789 101112 9 92 94 12 34567 89 101112
1994 1994
Figure 4
Figure 3 U.S. average monthly open market steel import
U.S. average monthly steel exports, 1990-94, penetration, 1990-94, and monthly open market
and monthly steel exports, 1994 steel import penetration,! 1994
1,000 short tons Percent
770 30
700
630 25
560 ‘
490 20
420
350 15
280 10
210
140 5
70
0 0
90 92 94123456789 101112 0 92 941234567 89 101112
1994 1994

1 Import penetration is the ratio of imports to apparent open market consumption. Apparent open market consumption is
the sum of net open market shipments (data for captive consumption are unavailable) plus imports minus exports.

Source: Compiled from data of the AISI and from official statistics of the U.S. Department of Commerce.



INTERNATIONAL PRODUCTION, CONSUMPTION, AND TRADE—Continued

Figure 5
Raw steel: Geographic distribution of world production, 1984 and 1994
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Latin Eastern Europé
. Other 4.5%
America Al ,
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Asia/Oceana3
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1 Excludes Mexico. Includes Central America, South America and the Caribbean (including Cuba).

2 Includes other Western Europe, Africa, and Middle East.

3 All Asian countries except Japan and China. Includes Australia and New Zealand.

4 Includes Albania, Bulgaria, Czech Republic, Slovak Republic, Hungary, Poland, and Romania.

5 NAFTA = North American Free Trade Agreement; members are Canada, Mexico, and the United States.
6 Formerly known as European Community. Includes the former German Democratic Republic.

Note.—Data do not add to the total shown because of independent rounding.
Source: Calculated from statistics of the International Iron and Steel Institute.



INTERNATIONAL PRODUCTION, CONSUMPTION, AND TRADE—Continued

Figure 6
Raw steel: Geographic distribution of world apparent open market consumption, 1983 and 19931
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1 Data for 1993 are the most recent data available.

2 Excludes Mexico. Includes Central America, South America and the Caribbean (including Cuba).

Includes Albania, Bulgaria, Czech Republic, Slovak Republic, Hungary, Poland, and Romania.
4 Includes other Western Europe, Africa, and Middle East.

All Asian countries except Japan and China. Includes Australia and New Zealand.

& NAFTA = North American Free Trade Agreement; members are Canada, Mexico, and the United States.
7 Formerly known as European Community. Includes the former German Democratic Republic.

Note.—Data do not add to the total shown because of independent rounding.
Source: Calculated from statistics of the International Iron and Steel Institute.
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Table 1

Raw steel: Production of top 25 steelmakers, 1984 and 19941

Volume
change
Company 1984 1994 1984-94
Million short tons
NipponSteel @ Japan............ 32.43 28.11 (4.32)
Posco @ Korea............ 10.13 24.38 14.25
Usinor-Sacilor 219.51 20.39 0.88
BritshSteel @ UK ............. 14.04 14.23 0.19
NKK Japan............ 13.78 11.97 §1 .81
Thyssen 11.96 11.79 0.1
US.Steel = US. ............. 15.10 11.67 3.43
ILlVAGroup ~ Haly.............. 314.90 11.35 3.55
SumitomoMetal @ Japan............ 12.46 11.14 1.32
g%\“:':lsald ............ 1 ggg } } 82 (143059)
Bethlehem US. ............. 12.20 9.79 (2.41)
BHP 6.74 9.31 2.57
Arbed Group Luxembourg 12.11 9.23 2.88
Shougangg @ Chima............ g; 9.08 {5
Anshan =  China............ 8.99 5
LTVSteel @ US. ............. 610.00 8.26 (1.74
Magnitogorsk 24; 8.08 25
Baoshan @ China............ 4 8.01 S
Cherepovets . &) 7.76 ®)
Iscor South Africa 6.36 7.62 1.26
Nucor Us. ............. 1.54 7.29 5.75
China Steel 3.68 6.75 3.07
Hoogovens Netherlands 6.10 6.56 0.46
Rva Haly.............. ) 6.36 ®

1 The total raw steel production of the top 25 steelmakers was 280.23 million tons which represented 35 percent
of world raw steel production in 1994.

2 Represents the combined production of Usinor and Sacilor, which merged to form Usinor-Sacilor in 1987.

3 Represents the production of FINSIDER, many of whose facilities were taken over by ILVA in early 1989.
4 Not available.

5 Not applicable.
6 Represents the combined production of Jones & Laughlin Steel and Republic Steel, which merged to form LTV

Steel in 1984.

Source: Metal Bulletin, Metal Bulletin Handbook, 1985, vol. 2: Statistics and Memoranda, p. 271, and Metal Bulletin,
Feb. 23, 1995, p. 19.
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Table 2
Raw steel: Production by specified regions/countries, 1984, 1991-94, and percent change 1984-94
Percent
change
Region/country 1984 1991 1992 1993 1994 1984-94
1,000 short tons
EU-121 .. 156,506 151,427 145,898 145,720 153,625 (1.84)
Germany ................... 51,767 46,483 43,774 41,474 45,011 (13.05)
faly .................. L. 26,524 27,681 27,376 28,351 28,834 8.71
France ..................... 20,944 20,329 19,816 18,861 19,875 (5.11)
UK ... 16,668 17,871 17,871 18,326 19,426 16.55
Other W. Europe2 .............. 24,994 26,884 27,511 28,575 29,551 18.23
FormerUSS.R. ............... 170,009 146,430 130,047 107,789 85,692 (49.60
Russia..............ocouu... 73,887 64,245 53,751 §4
Ukraine ..................... 3 46,031 35,667 26,233 4
NAFTAS .. ... ... 116,979 110,990 117,632 123,867 124,399 6.34
United States ................ 92,529 87,896 92,949 97,877 97,895 5.80
Canada..................... 16,203 14,316 15,358 15,859 15,291 (5.63)
Mexico ..................... 8,247 8,779 9,324 10,130 11,213 35.95
Asia/Oceana................... 213,494 282,286 284,780 305,554 306,703 43.66
Japan .................... 116,389 120,867 108,172 109,815 108,350 (6.91)
China ...................... 47,751 78,264 89,215 98,700 100,897 111.30
Korea ...................... 14,368 28,661 30,925 36,405 37,256 159.31
Australia .................... 6,947 6,817 7,599 9,656 9,287 33.69
Central/Eastern
Europe® .................... 57,832 36,554 32,451 32,778 35,511 (38.60)
Latin America’ ................. 28,670 34,816 37,224 37,957 39,271 36.98
Brazil ....................... 20,267 24,931 26,383 27,786 28,327 39.77
Africa/Mideast® . ................ 14,664 21,907 21,976 22,967 23,099 57.52
South Africa ................. 8,523 10,315 9,988 9,619 9,171 7.60
WorldTotal ................ 783,148 811,295 797,519 805,207 797,841 1.88

1 Formerly known as the European Community. Includes the former German Democratic Republic.
2 Includes Austria, Finland, Norway, Sweden, Switzerland, Turkey, and the former Yugoslavia.

3 Not available.
4 Not applicable.

5 NAFTA=North American Free Trade Area; members are Canada, Mexico, and the United States.
6 Includes Albania, Bulgaria, Czech Republic, Hungary, Poland, Romania, and Slovak Republic.

7 Excludes Mexico.

8 Includes Algeria, Egypt, Iran, Lybya, Nigeria, Qatar, Saudi Arabia, South Africa, Tunisia, and Zimbabwe.
Source: Compiled from data supplied by the International Iron and Steel Institute.
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Table 3

Steel: Imports of semifinished and finished steel products by specified regions/countries, 1983,
1990-93, and percent change 1983-93

Percent
change
Region/country 1983 1990 1991 1992 1993 1983-93
1,000 short tons
EU-12T ... 49,388 70,928 69,278 70,011 57,107 15.6
Germany ................... 19,059 20,368 18,572 19,602 14,974 (23.2)
faly ............. ... 5,275 11,957 11,312 11,590 9,000 70.6
France ..................... 8,351 11,596 11,355 11,066 9,406 12.6
UK o 3,781 5,958 6,141 6,018 5,420 43.4
Other W. Europe® .............. 10,239 12,752 11,973 12,875 13,296 29.9
FormerUSS.R. ............... 9,981 7,782 5,082 21,758 17,111 71.4
Russia ...................... ) 3) ® 14,418 9,199 4
Ukraine ..................... ®) 3) ® 4,299 5,853 (4
NAFTAS ... ... ... 18,549 21,632 21,461 23,136 25,766 38.9
USA.. ... 16,657 17,351 16,018 17,209 19,648 18.0
Canada..................... 1,419 3,167 2,813 2,628 4,129 191.1
Mexico ..................... 473 1,113 2,630 3,2999 1,990 320.7
Asia/Oceana................. .. 35174 49,721 62,050 62,040 101,667 189.0
Japan ...l 3,025 7,856 9,959 6,837 6,736 122.7
China ...................... 9,333 4,519 3,973 6,671 40,389 332.7
Korea ...................... 2,336 6,184 9,461 6,790 5,881 151.8
Australia .................... 661 953 1,279 949 883 33.5
Central/Eastern
Europe® .................... 5,761 2,081 1,789 2,234 4,087 (29.0)
Latin America’ ................. 3,126 3,393 3,997 5,117 3,838 22.8
Brazil ....................... 93 216 176 196 214 131.0
Africa/Mideast8 . ................ 24,296 16,489 16,613 19,171 17,186 (29.3)
South Africa ................. 197 222 207 259 256 29.6
WorldTotal ................ 157,066 184,778 192,121 216,242 240,082 52.9

1 Formerly known as the European Community. Includes the former German Democratic Republic.

2 Includes Austria, Finland, Norway, Sweden, Switzerland, Turkey, and the former Yugoslavia.
3 Not available.

4 Not applicable.
5 NAFTA=North American Free Trade Area; members are Canada, Mexico, and the United States.

6 Includes Albania, Bulgaria, Czech Republic, Hungary, Poland, Romania, and Slovak Republic.
7 Excludes Mexico.

8 Includes Algeria, Egypt, Iran, Lybya, Nigeria, Qatar, Saudi Arabia, South Africa, Tunisia, and Zimbabwe.
Source: Compiled from data supplied by the International Iron and Steel Institute.
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Table 4

Steel: Exports of semifinished and finished steel products by specified regions/countries, 1983,
1990-93, and percent change 1983-93

Percent

change

Region/country 1983 1990 1991 1992 1993 1983-93

1,000 short tons

EU12Y 71,370 83,187 83,688 82,115 84,822 18.8
Germany ................... 23,214 28,424 21,659 20,841 19,978 (13.9)
ftaly .................. .. ..., 7,965 9,053 9,870 10,547 13,106 64.5
France ..................... 10,504 12,524 13,180 12,932 12,744 21.3
UK .. 4,537 7,816 8,775 9,188 9,042 99.3
Other W. Europe2 .............. 10,472 16,491 18,871 17,113 18,920 80.7
FormerUSSR. ............... 5,864 9,348 5,913 23,637 31,432 436.0
Russia...................... ) 3 3 7,910 18,297 ®)
Ukraine ..................... ) ® G 11,023 11,023 3
NAFTAS ... .. B 5,598 10,082 13,015 11,558 11,697 109.0
USA.......... e 1,209 4,332 6,386 4,334 4,066 236.3
Canada..................... 3,280 4,188 5,127 5,407 5,473 66.8
Mexico ..................... 1,108 1,562 1,502 1,817 2,157 94.7
Asia/Oceana ................... 45,523 35,910 40,749 45,853 51,068 12.2
Japan ..............0ee.... 34,034 18,333 19,749 20,463 25,911 (23.9)
China ...................... 542 2,304 4,106 4,080 1,386 155.5
Korea ...................... 6,314 8,347 8,887 11,818 12,293 94.7
Australia .................... 1,426 2,086 2,184 2,592 2,964 107.8

Central/Eastern

Europe® .................... 11,089 11,813 12,578 13,679 16,784 514
Latin America’ ................. 7,690 14,525 15,869 16,657 16,735 117.6
Brazil ....................... 5,658 9,915 12,039 12,993 13,489 138.4
Africa/Mideast® . ................ 3,014 5,224 5,774 6,662 6,422 113.1
South Africa ................. 1,917 3,250 3,936 4,523 4,135 115.7
WorldTotal ................ 160,620 186,578 194,447 217,273 237,878 48.1

1 Formerly known as the European Community. Includes the former German Democratic Republic.

2 Includes Austria, Finland, Norway, Sweden, Switzerland, Turkey, and the former Yugoslavia.
3 Not available.

4 Not applicable.

5 NAFTA=North American Free Trade Area; members are Canada, Mexico, and the United States.

6 Includes Albania, Bulgaria, Czech Republic, Hungary, Poland, Romania, and Slovak Repubilic.
7 Excludes Mexico.

8 Includes Algeria, Egypt, Iran, Lybya, Nigeria, Qatar, Saudi Arabia, South Africa, Tunisia, and Zimbabwe.
Source: Compiled from data supplied by the International Iron and Steel Institute.
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Table 5

Raw steel: Apparent open market consumption by specified regions/countries, 1983, 1990-93, and
percent change 1983-93

Percent

change

Region/country 1983 1990 1991 1992 1993 1983-93

1,000 short tons
EU-12' 98,972 142,496 136,272 132,009 114,508 15.70
Germany ................... 36,712 43,596 43,013 42,386 35,887 (2.25)
faly ... 18,013 31,310 29,313 28,535 23,786 32.03
France ..................... 14,420 19,926 18,294 17,736 15,138 4.98
UK .. 12,475 18,398 16,094 14,836 14,517 16.37
Other W. Europe2 .............. 19,008 25,082 22,681 23,866 26,451 39.16
FormerUSS.R. ............... 136,240 168,163 145,356 127,315 89,078 (34.62;
Russia...................... ) ® ® 82,295 52,598 “
Ukraine ..................... ) ® ®) 37,085 28,778 4
NAFTAS . ... . ... ... 97,484 133,615 121,477 129,818 137,930 41.49
USA .. ... 81,951 112,147 99,690 106,540 113,629 38.65
Canada..................... 9,731 12,367 11,691 12,220 14,353 47.50
Mexico ..................... 5,801 9,102 10,096 11,057 9,947 71.46
Asia/lOceana................... 162,182 295,423 308,702 306,970 365,001 125.06
Japan ..................... 67,426 109,164 109,295 92,638 88,834 31.75
China ...................... 42,726 75,657 78,113 94,643 142,616 233.80
Korea ...................... 8,310 23,675 28,735 25,615 29,443 254.29
Australia .................... 4,255 6,075 5,788 5,744 6,321 48.55
Central/Eastern

Europe® . ........... . 38,248 36,055 22,875 17,526 17,491 (54.27)
Latin America’ ................. 15,619 19,706 21,095 23,992 24,106 54.34
Brazil ....................... 8,392 11,233 10,886 11,277 12,061 43.73
Africa/Mideast8 . ................ 32,532 32,264 33,841 36,264 35,511 9.16
South Africa ................. 4,752 6,090 5,589 4,884 5,251 10.51
WorldTotal ................ 600,285 852,791 812,298 796,652 810,075 34.95

1 Formerly known as the European Community. Includes the former German Democratic Republic.
2 Includes Austria, Finland, Norway, Sweden, Switzerland, Turkey, and the former Yugoslavia.

3 Not available.

4 Not applicable.

5 NAFTA=North American Free Trade Area; members are Canada, Mexico, and the United States.
5 Includes Albania, Bulgaria, Czech Republic, Hungary, Poland, Romania, and Slovak Republic.

7 Excludes Mexico.

8 Includes Algeria, Egypt, Iran, Lybya, Nigeria, Qatar, Saudi Arabia, South Africa, Tunisia, and Zimbabwe.
Source: Compiled from data supplied by the International Iron and Steel Institute.
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RECENT STEEL INDUSTRY DEVELOPMENTS

Structural Changes in
World Steel Consumption
and Trade

Over the last decade large structural changes have
been occurring in raw steel production, trade, and
consumption patterns among the steel producing
countries of the world. Significant changes include the
decline in steel production and open market
consumption among many industrialized countries, and
increases in steel production and consumption in
industrializing countries in general and in several Far
East countries, notably China and Korea. Data on
imports and exports suggests that the commodity
composition of steel trade has changed somewhat,
spurred by the increasing number of joint ventures and
strategic alliances among producers and processors in
different countries.!# Several of these changes are
examined below.

In general, while raw steel production overall
declined in many industrially developed countries or
regions (for example, the European Union, Japan,
former U.S.SR., and Central and Eastern Europe)!®
between 1984 and 1994, raw steel production increased
in countries of the Far East (excluding Japan) and grew
moderately in Latin America, the Middle East, and
other smaller countries. Raw steel production rose by
more than 110 percent to 101 million tons in China
during 1984-94,16 and several emerging steel
producing countries, including Korea, Brazil, and
India, rose in position to the list of top-10 steel
producing countries in 1993.

While raw steel production generally declined in
many developed countries, apparent open market
consumption increased worldwide from 1983 to 1993.
In many developed regions, per capita consumption of
steel has not increased. This has been brought about by
the move toward more service-oriented economies, and
the development of newer and more efficient steels
(generally, lighter weight and improved mechanical
and physical properties), as well as by steelmaking and
steel processing improvements (for example,
continuous-strand casting)!” that have resulted in less

14 Agsociated with these changes is trend toward
globalization of the steel industry and privatization of
state-owned steelmakers.

15 Table 2, presented earlier, based on data supplied
by the International Iron and Steel Institute (IISI).

16 China accounted for almost 55 percent of the
97-million-ton-increase in raw steel production in
Asia/Oceana between 1984 and 1994. Calculated from
data supplied by IISI.

17 The ratio of continuously-strand cast steel to raw
steel produced has increased in nearly all regions of the

world, except Central and Eastern Europe and the former
USSR

raw steel being needed to produce the same amount of
finished steel products.!® As a result of increases in
continuous-strand casting and other technological
improvements, the open market consumption of

. finished steel has risen relative to the production of raw

steel.

Consumption also has become more evenly
balanced with respect to production in many small
steel consuming countries during the last 10 years. In
general, the share of world steel consumption
accounted for by industrializing countries has risen in
relation to industrialized countries. The most
significant increase is represented by that of the Far
East whose share of world steel consumption rose from
27 percent to 45 percent between 1983 and 1993 (table
5, presented earlier).!®

In most industrialized countries steel intensity2®
declined during the early 1980s, reportedly as a result
of efforts by consumers to achieve more efficient use
of steel products following the second oil crisis. The
overall decline in steel intensity (and the importance of
steel in the economy) is likely caused by a decrease in
the importance of the main steel-using industries and
sectors in the generation of national wealth.2!

With respect to the product composition of steel
consumption, there has been a general increase in the
share held by flat-rolled products (plate, sheet, and
strip) that are used increasingly by the automotive,
construction, container, machinery, and appliance
industries. Data also indicate that steel trade has
become more important for the steel producers as well,
and that the share of semifinished products in

18 See also, United Nations Economic Commission for
Europe (UNECE), Structural Changes in Consumption
and Trade in Steel (New York: United Nations, 1994),

p. 4.

19 Calculated from statistics supplied by IISI.

20 Steel intensity is a measure of the share of steel in
the national economy, usually expressed as a share of
gross domestic product (GDP), for example tons (or
grams) per dollar of GDP. For a discussion of steel
intensity, see UNECE, Structural Changes, pp. 56-65.

21 This would indicate the change in perception of the
steel industry as an engine of national growth, and likely
provide some impetus to privatize state-owned
steelmakers. However, it appears that increased activity in
the steel industry led national economic growth as steel
intensity increased in certain developing countries,
including Korea and Egypt. With respect to steel
company privatization, the Government of England
privatized British Steel in 1989 and the Government of
France recently indicated its intention to privatize Usinor
Sacilor, while Italy intends to divest itself of ILVA.
Privatization was completed in Mexico and in Brazil in
1993, and has started in Central and Eastern Europe.
Steel company privatizations are planned in Portugal,
Tuékg,%r, and India. UNECE, Structural Change, pp. 33
and 57.
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RECENT STEEL INDUSTRY DEVELOPMENTS—Continued

world steel trade is increasing. Exports are perceived as
increasingly important to supply overseas joint
ventures, risk-sharing arrangements, cross-border
mergers, and strategic alliances, many of which tend to
increase product specialization among steelmakers and
processors.22

World exports increased between 1983 and 1993
(table 4, presented earlier), although steel exports from
Japan® and Germany declined during the period. As
the total world volume of exports increased, the
relative export shares by regions changed. For
example, the share of total world exports accounted for
by the EU-12 declined from 44 to 36 percent, while the
share of total world exports accounted for by Japan
declined from 21 to 11 percent from 1983 to 1993. At
the same time, the share of total world exports
accounted for by the former U.S.S.R. increased from 4
to 13 percent. Export data show there has been an
increase in the ratio of total exports to domestic
shipments and to domestic steel consumption between
1983 and 1993.2* Steel exports from Central and
Eastern Europe (particularly after 1990) and the former
U.S.S.R. increased because of the dissolution of trade
links within the Council for Mutual Economic
Assistance (CMEA),25 weak domestic and regional
demand because of economic restructuring, excessive
installed steel production capacity, and hard currency
needs.

The ratio of imports to open market consumption
increased in most countries and regions of the world
during 1983-93 (calculated from tables 3 and 5,
presented earlier). The ratio of imports to open market
consumption increased in several developed countries

22 Japanese, Buropean, Korean, and Canadian
steelmakers have invested in the U.S. steel industry in
finishing and steelmelting operations. Western European
steelmakers have invested in distribution and steelmaking
facilities in other European countries, and Japanese
investment has flowed into developing Asian nations.

23 Exports from Japan declined approximately 26
percent to 26 million tons, from 35 percent to 24 percent
of shipments, and from 21 to about 11 percent of world
steel exports during 1983-93. Based on data supplied by
IOSI.  This suggests that exports are less important to the
Japanese steel industry, illustrating the importance of
Japanese overseas investment.

24 Calculated from data supplied by ISI. Producers
in Korea, Brazil, Africa, the Middle East, Latin America,
and Oceana increased their exports during 1983-93.
Much of the increase in imports may be attributed to a
“buildup of steelmaking capacity at a faster rate than
domestic steel consumption. However, the ratio of
exports to domestic shipments declined in Asia/Oceana
(including Korea and Japan) and in Africa/Middle East as
steel consumption increased during 1983-93.

25 Trade within CMEA was managed and mutually
balanced by the member governments under a system of
5- and 1-year trade and production plans.
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as well, suggesting that their producers are specializing
in certain product lines.2® Import levels, as well as the
relative shares of imports by countries in the Far East,
including Japan and China, increased with the total
increase in such imports accounting for approximately
two-thirds of the total increase in world steel imports
during 1983-93.27 China and the United States are the
two single largest destinations for exports (table 3,
presented earlier), and changes in demand in these two
markets significantly affect world trade.28

Flat-rolled products increased to nearly 54 percent
of total world steel trade between 1980 and 1992;
semifinished steel products (slabs, blooms, and billets)
also increased by 3 percentage points to approximately
10 percent of world steel trade during the same period.
As noted earlier, flat-rolled products are becoming
more important in the structure of consumption.m

Charles Yost
202-205-3432

The Uruguay Round
Agreements and U.S.
Unfair Trade Laws

Since mid-1991, steel and related input products
have been the subject of almost 200 antidumping and
countervailing duty investigations at the Commission
(see appendix E for a detailed listing). Changes in the
U.S. antidumping and countervailing duty laws2® made
to conform with the Uruguay Round Agreements may
have significance to U.S. steel producers, importers,
and purchasers because of the domestic steel industry’s
extensive use of these laws. Several important areas of
change are noted below.

One change affects the treatment of “captive
production”—the production consumed by domestic
producers themselves. For purposes of determining
“material injury,” the new legislation provides that if
certain specific tests are met, the Commission is to
focus primarily on the merchant or open market in
assessing market share and analyzing factors relating to
financial performance. The Commission previously has

26 For example, this ratio increased for several
countries in EU-12, including Italy, France, and the UK.
A comparison of the data for 1983 and 1993 indicates
that the ratio of imports to consumption declined for
several small steel consuming regions (Africa and
Mideast, for example) which were becoming more
self-sufficient during the period.

27 Based on data supplied by IISI.

28 Based on data supplied by IISI.

2 These laws were amended by the Uruguay Round
Agreement Act (URAA) which became effective
January 1, 1995.
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based its material injury determinations on total
domestic industry production, whether captively
consumed or sold in the open market, but has
considered as a condition of competition the fact that
dumped or subsidized imports may affect the merchant
or open market operations differently than operations
involving captive production.

Also under the new law, when imports from a
particular country are subject to an antidumping or
countervailing duty investigation are determined by the
Commission to be “negligible,” the investigation with
respect to those imports must be terminated. Thus, if
the Commission determines that subject imports from a
specific country are negligible, it does not make a
material injury or threat determination with respect to
those imports. Prior to the URAA, a separate
determination on negligibility was not required apart
from a consideration in determining whether imports
from more than one country should be cumulated. The
new law generally defines “negligible imports” as
imports from the country subject to investigation that
account for less than 3 percent of the volume of all
such merchandise imported into the United States in
the 12-month period preceding the filing of the
petition.30 Imports from all subject countries, which
otherwise would be deemed to have negligible imports,
are not defined as negligible if the aggregate volume of
subject imports from those countries exceeds 7 percent
of total imports, provided the petitions were filed
and/or investigations were self-initiated by Commerce
on the same day. For countervailing duty
investigations, the negligibility threshold for certain
developing countries is 4 percent (rather than 3
percent) for the volume of imports from individual
subject countries and 9 percent for the aggregate
volume of such subject imports.

The new law also changes the requirements for
when the Commission is to “cumulate” imports in
determining material injury by reason of subject
imports from two or more countries under
investigation. Under the new provision, the
Commission generally must cumulate all imports from
all countries, if such imports compete with each other
and with domestic like products in the U.S. market, but
only for petitions filed or investigations self-initiated
by Commerce on the same day. In the past, the
Commission has cumulated imports from
investigations for which petitions had been filed on

30 This 3 percent figure is not 3 percent of U.S.
apparent consumption (calculated as the sum of domestic
shipments plus imports minus exports), but rather 3
percent of total imports of the product corresponding to
the domestic like product.

different days, provided that they were still “subject to
investigation” on the date of the Commission’s vote.
The new provision also requires that a cumulative
analysis be made generally on the basis of the same
record, even if the simultaneously filed investigations
end up with differing final deadlines because of
extensions of time granted by the U.S. Department of
Commerce (Commerce).

The new legislation adds a requirement that the
Commission consider the “magnitude of the margin of
dumping” determined by Commerce, but not
subsidization, in examining the impact of subject
imports on domestic producers of the domestic like
product.

New rules apply to Commerce’s determinations as
well, specifically changes to the methodology used to
calculate dumping and subsidy margins. Additionally,
under the URAA, weighted-average dumping margins
of less than 2 percent are defined as de minimis, and de
minimis margins must be disregarded by Commerce in
making its determination3! Previously, under
Commerce regulations, a weighted-average dumping
margin or aggregate net subsidy margin that was less
than 0.5 percent was defined as de minimis in
antidumping or countervailing duty investigations,
respectively. The change in the definition of de minimis
under the URAA applies only to new antidumping or
countervailing subsidy investigations; the Commerce
regulatory standard for de minimis of less than 0.5
percent still applies to reviews of existing orders.

In countervailing duty investigations, a
countervailable subsidy generally is defined as de
minimis if the aggregate of the net countervailable
subsidies is less than 1 percent. There are exceptions
for developing countries that define de minimis as
countervailable subsidy rates that do not exceed 2
percent and for least developed countries that define de
minimis as rates that do not exceed 3 percent.32

One other provision affects Commission
procedures in these investigations. The new law
requires that the agency record be closed prior to the
Commission vote. Prior to the URAA, the record was
closed at the time of the vote, with comments
permitted only if there was sufficient time between the
disclosure of late-arriving material and the vote.
Interested parties to the investigation are now
permitted to have access to all information of record
and make final comments (which cannot contain new

311f all alleged dumping or subsidy margins with
respect to imports from a country are found to be de
minimis the corresponding antidumping or countervailing
duty investigation is terminated.

3219 US.C. 1671b(b)(4), as amended by URAA.
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factual information) on all information not previously
disclosed. The new provision gives parties to the
investigation a more comprehensive opportunity to
inspect the record and comment prior to the vote.

Another important change for the steel industry
under the Uruguay Round Agreements is the provision
that requires the Commission to conduct a review no
later than 5 years after the issuance of an antidumping
or countervailing duty order to determine whether
revocation of the order would be likely to lead to
continuation or recurrence of dumping or
countervailable subsidies and injury. Known as the
“sunset provision,” this new requirement will result in
the review of all existing and future antidumping and
countervailing duty orders.33m

Peg MacKnight
202-205-3431

Increasing Use of Steel in
Residential Construction
Could Signal a Potentially
Significant Developing
Market34

Light-gauge galvanized (zinc-coated) structural
steel that has been roll-formed to the shape of angles,
channels, or zees is beginning to make inroads in the
residential construction market as a framing material.
Such steel shapes may be used in floor, wall, and roof
systems as a direct substitute for conventional
wood-framing systems; they are available in
dimensions that correspond to standard lumber sizes
currently used in residential construction. Steel studs
have been used extensively for framing
non-loadbearing partitions in commercial construction,
but only recently have penetrated the residential
construction market. Increased presence in this market
illustrates the improvements made in steel product
quality and technology, price competitiveness vis-a-vis
lumber, and the industry’s vigorous marketing efforts
and technical assistance programs.

33 In order to eliminate unnecessary reviews, if there
is no response from domestic interested parties within 90
days to the notice of initiation of a review, Commerce
will revoke the order without review.

34 For more detailed information, refer to the entire
article which appears in USITC, Industry, Trade, and
Technology Review, Mar. 1995. Requests for copies of the
ITTR may be made by writing the Office of the Secretary,
U.S. International Trade Commission, 500 E Street, S.W.,
Washington, D.C. 20436. Requests may be faxed to
202-205-3161.
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Despite lumber price increases, price volatility, and
concerns about declining lumber quality and future
availability, increased use of substitute materials has
been impeded by price-cost disadvantages and
institutional barriers. Although many homebuilders are
experimenting or studying the use of steel in residential
construction, local building codes reportedly are
oriented to the use of lumber. Steel framing in
residential construction is being promoted through
seminars for designers and builders, the construction of
model homes,3> and the joint development of fasteners
and more efficient fastening techniques by the building
industry and equipment manufacturers. These
development and demonstration efforts, designed to
overcome some of the impediments to further use,
gained momentum during the past several years as
indicated by the increasing number of builders using or
considering using steel framing, and by the increasing
share of steel in the market for new home construction.
Moreover, code development efforts made jointly by
the steel industry and National Association of Home
Builders (NAHB) are allowing increasing penetration
of steel into residential construction, and NAHB
research indicates that the higher thermal conductivity
of steel may not pose as much a hinderance to
substitution for lumber as previously believed.

Currently, steel framing appears to enjoy a
materials cost advantage in most stud sizes and
possibly an installation cost advantage over lumber
framing in residential construction. There is
considerable interest on the part of building contractors
in combining steel and wood in hybrid framing
systems, to mitigate the higher thermal conductivity of
steel, as well as to counter the increasing prices and
higher price volatility of lumber. Steel-framed
residential construction represented about 13 thousand
of the 1.3 million new units built in 1993. The steel
industry has targeted 75,000 to 85,000 new homes in
1994, with further increases projected to 250,000 to
350,000 units® by 1997. If these estimates are
fulfilled, steel shipments for residential construction
would represent the fastest growing and most
significant new market to arise in a number of years.
Steel framing is expanding fastest in areas of

35 For example, several steel frames for houses have
been built at seminar and association-meeting sites (most
recently at the annual meeting of the International Iron
and Steel Institute), illustrating construction speed and
ease of assembly. Several sites are currently under
development, including Homestead, FL, where 200 houses
are being constructed with the assistance of Habitat for
Humanity.

36 If achieved, these targets represent about 25 percent
of expected new home starts currently, equivalent to about
1.8 million short tons of steel.
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rebuilding following certain weather-related and
natural disasters, but its use also is likely to expand in
areas that are farthest from traditional sources of
dimension lumber, where steel is likely to have a price
advantage because of lower transportation costs.
Additional steel sheet hot-rolling, galvanizing, and
roll-forming production capacity is expected to restrain
future steel price increases.m

Charles Yost
202-205-3432

Stainless Steel Imports on
Increase as Global Market

Forces Lead to Widespread
Industry Restructuring®’

The domestic industry supplied a declining share
of the U.S. open market for stainless steel mill products
during 1989-93. As a result, the U.S. industry
consolidated and restructured, increasing the number of
mergers and acquisitions with both foreign and
domestic partners, and the amount of spending on
capital programs.

During 1989-93, U.S. open market consumption of
stainless steel mill products rose substantially as
demand from the automotive and construction
industries strengthened. Imports increasingly supplied

37 Further explanation of market and competitive
trends in the specialty steel market are contained in
USITC, Industry and Trade Summary: Stainless Steel
Mill Products, USITC Publication 2880, Apr. 1995). This
summary may be ordered without charge by calling
202-205-1809, or by writing the Office of the Secretary,
U.S. International Trade Commission, 500 E Street, SW,
Washington, DC 20436. Requests may be faxed to
202-205-2104.

the growth as import penetration in the U.S. market
rose by 12 percentage points during the period. The
increase in imports has been attributed in part to
relatively higher U.S. prices for certain stainless steel
products, combined with reduced economic activity in
Europe and Japan late in the period, and the
consequent decline in steel demand in those countries.
In addition, the fact that some domestic producers are
foreign owned or have set up joint ventures with
producers in other countries has contributed to
increased intra- and intercompany trade, and increased
U.S. imports.

Despite this increase in imports, the U.S. stainless
steel industry as a whole maintained its profitability
during 1989-93. However, decreased exports and
increased imports caused the U.S. trade deficit in
stainless steel mill products to reach $913.6 million in
1993, almost double its 1992 level. The United States
recorded trade deficits in these products in 1993 with
every major trading partner.

Acquisitions, mergers, joint ventures, new mill
construction, and significant investment in plant and
equipment characterized the stainless steel mill
products industry over the past decade. Industry
restructuring  efforts have attempted to enhance
production synergies, with many transactions resulting
in the vertical integration of operations between
companies. Several new companies entered the
stainless steel industry during the past decade. Some of
these companies constructed new facilities while others
entered the industry by converting existing facilities to
production of stainless steel products.m

Nancy Fulcher38

38 For further information, please direct enquiries to
Ms. Cheryl Badra, 202-205-3436.
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SPECIAL FOCUS: U.S. INDUSTRY CONDITIONS

Market Conditions

Domestic Open Market
Shipments and Trade

Carbon and Certain Alloy Steel

Steel open market consumption, net open market
shipments,3® and imports of carbon and certain alloy
steel all increased in 1994 from 1993, spurred by
demand for steel mill products from major end-use
markets. Domestic net open market shipments
increased by 8 percent to 93.6 million short tons, the
highest level since 1979, and a 17-percent increase in
apparent open market consumption lifted the 1994 total
to nearly 120 million short tons (table 6), the highest
level since 1973. Imports increased by 53 percent to
30.2 million tons, supplying both end-use markets and
domestic steelmakers. Imports of semifinished steel
shapes, which are used by domestic steelmakers to
ameliorate imbalances between installed steel melting
and steel finishing capacity,*® rose by approximately
60 percent to nearly 8 million tons from 1993 to 1994.

Growth in domestic steel shipments and finished
steel imports in 1994 was led by demand for steel in
the automotive, construction (including contractors
products), and machinery sectors; domestic shipments
to these sectors increased by 17 percent (to 14.3
million tons), by 12 percent (to 11.9 million tons), and
by 17 percent (to 2.1 million tons) during the years
1993 to 1994, respectively.! Steel consumption by the
U.S. automobile industry increased primarily because
of higher vehicle production levels#2 Also, some
substitution of lightweight steel (thinner gauge, higher
strength steel) occurred for plastics and other non-steel
materials in certain automobile parts.*3 Construction
activity increased between 1993 and 1994, and more
steel was used in residential construction. Increased
domestic investment in capital goods also contributed
to increased demand for steel in machinery, appliances,
and electrical equipment (domestic shipments to these

39 Excludes captive consumption.

40 Steel industry restructuring has left the U.S.
industry with greater steel rolling capacity than raw
steelmaking capacity. See also, related discussion below
under “Market Impact from Imports,” and under “Capital
Expenditures.”

41 Compiled from data supplied by the American Iron
and Steel Institute.

42 Automotive News, Jan. 9, 1995, p.55.

43 Steelmakers remain concerned about competition
between steel and other metals or plastics in automobiles.

three markets increased by nearly 9 percent to 6.1
million tons), in the oil and gas industry (up by 3
percent to 1.4 million tons),* and in rail transportation
(up by 5 percent to 1.1 million tons).4>

Increased domestic economic activity has led to
price increases, although rising input prices (steel
scrap, for example) also have exerted cost-push
pressures. Transaction prices for most carbon steel
products generally rose during March 1993-December
1994 (figure 7).

Stainless and Alloy Tool Steel

Apparent open market consumption, net open
market shipments, and imports of stainless and alloy
tool steel all reached new highs in 1994 (table 6).
Exports also increased, by 9 percent to 122,995 tons.
Apparent consumption of stainless and alloy tool steels
rose by 14 percent to 2.5 million tons between 1993
and 1994. Increased imports accounted for nearly
one-half of the increase in U.S. apparent consumption.
Shipments to the automotive industry, where stainless
steel is used for automobile parts (e.g., as the surround
on catalytic converters, some automotive exhaust
piping, and for automobile trim), accounted for most of
the increase. The construction and contractor product
sectors also accounted for a significant increase in
shipments, rising by 12.8 and by 8.8 percent between
1993 and 1994, respectively. Although transaction
prices for two of the most common grades of stainless
steel sheet have fallen somewhat since March 1993,
they have been on an increasing trend since the first
quarter of 1994, shown in figure 8.

Market Impact of U.S. Trade

Total U.S. exports declined by about 3 percent to
4.1 million tons between 1993 and 1994, continuing a
general trend following the 1991 export high-point of
6.7 million tons (appendix table F-3). Total U.S.
imports of steel products*6 reached 31.1 million tons in
1994 (appendix table F-2), a record high. As a result,
the trade deficit in steel mill products increased, as did
the level of import penetration,?” which rose from

44 The oil and gas sector continued to benefit in early
1994 from certain tax credit provisions of Section 29 of
the Crude Oil Windfall Profits Act, although this section
expired at the end of 1993.

45 Compiled from data supplied by the American Iron
and Steel Institute.

46 Including certain fabricated steel products. See
appendix D for a complete description of products in this
report.

47 Import penetration is the ratio of imports to
apparent open market consumption (calculated as the sum
of open market shipments minus exports plus imports).
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SPECIAL FOCUS: U.S. INDUSTRY CONDITIONS—Continued

Figure 7

Steel: U.S. transaction prices for selected carbon and certain alloy steel mill products, by quarter,
March 1991-December 1994
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SPECIAL FOCUS: U.S. INDUSTRY CONDITIONS—Continued

Figure 8

Steel: U.S. transaction prices for selected stainless steel mill products, by quarter,

March 1991-December 1994
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Source: Derived from transaction prices reported in Purchasing Magazine, various issues.

19.5 percent in 1993 to 25.4 percent in 1994 (appendix
table F-5). Import levels increased in all product
categories examined in this report; data show that
imports in the categories of flat-rolled steel products
(plate, sheet, and strip) and semifinished products had
the largest increase.48

The remainder of this section discusses the market
impact of imports and exports on the steel industry
sectors producing carbon and certain alloy steel and
stainless and alloy tool steel.

Imports

Carbon and certain alloy steel

Strong domestic demand, concurrent with weaker
demand in many foreign markets early in 1994,
contributed to increased imports of carbon and certain
alloy steel that rose by 54 percent to 30.2 million tons
between 1993 and 1994 (appendix table F-2)—a
historic high.

48 Data show an increase in total imports of plate by
92 percent (to 1.4 million tons), of sheet and strip by 70
percent (to 12.8 million tons), and of semifinished
products by 60 percent (to 7.9 million tons), between
1993 and 1994, respectively (appendix table F-2).

22

U.S. demand, composed of demand from end-users
and from steelmakers and converters contributed to a
101-percent increase in imports from Japan between
1993 and 1994, as that country returned to its status as
the number 2 supplier of these products to the United
States. Despite a modest decline in U.S. imports from
Canada, that country continues to be the U.S.’s single
largest source, by quantity, supplying 15.6 percent (4.7
million tons) of total U.S. imports of carbon and
certain alloy steel (table F-17). On a regional basis,
although U.S. imports of carbon steel products from
the EU-12, East Asia, and Latin America increased by
36 percent (to 9.1 million tons), by 81 percent (to 5.7
million tons), and by 83 percent (to 4.7 million tons),
respectively, the share of U.S. imports accounted for by
each of these regions remained relatively unchanged,
and they collectively accounted for nearly two-thirds of
total U.S. imports of carbon and certain alloy steel
(appendix table F-17). Import levels rose significantly
for Central and Eastern Furope (CEE) in 1994,
increasing by 352 percent from the level of the
previous year, to 878,117 tons, and almost tripling that
regional share of U.S. imports.

Data show that imports in all product categories
increased between 1993 and 1994 (appendix table F-2),
with the greatest increases in the categories of
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flat-rolled products and semifinished steel products
(typically slabs that are then rolled into sheet products).
The sheet products that are processed (or rolled in the
case of slab) are typically used in the consuming
industries in which demand increased most between
1993 and 1994. Strong demand and production
cutbacks at certain domestic mills because of
scheduled repair, renovation, and modernization of
equipment imposed constraints on the ability of
domestic producers as a whole to satisfy orders from
domestic and foreign customers. Moreover, most U.S.
mills are operating at full or nearly full installed
capacity (see discussion on Capacity Utilization, later).
Hence, most of the increased imports of semifinished
and a significant portion of U.S. imports of flat-rolled
products were imported by U.S. steel producers and
converters to satisfy domestic demand and to maintain
the most efficient operation of installed finishing
capacity in 1994 (see discussion on Factors affecting
producers’ exports and imports, later).

Overall, the high level of imports of flat-rolled
plate, sheet, and strip underscores the relatively strong
demand in North American markets, and slower
economic recovery in East Asia and the EU-12
compared with that in the United States. Total U.S.
imports of these products rose 74 percent to 13.8
million tons between 1993 and 1994 (appendix tables
F-8 and F-9). Other factors that stimulated the increase
in U.S. imports included: the imposition of tariff
quotas by the EU-12 on imports from certain countries
in Central and Eastern Europe, experiencing difficult
economic conditions, Russia, Ukraine, and
Kazakhstan; and increased steel production and the
reduction of imports into China.#° Imports from all
countries rose from 1993 to 1994, except from Canada;
U.S. imports from Russia rose at the fastest rate (from
115,890 tons to 1,255,267 tons) between 1993 and
1994. The decline in imports from Canada likely
reflects the high level of concurrent economic activity
within the three NAFTA countries in 1994,0 and the
restructuring by Dofasco, a major Canadian
steelmaker>! Imports of sheet and strip products

49 Also see “Structural changes in world steel
consumption and trade,” presented earlier.

50 The North American Free Trade Area agreement
(NAFTA) was implemented on January 1, 1994, and
provides for staged tariff reductions between the United
States and Mexico, and between Canada and Mexico.
Staged tariff reductions had gone into effect earlier
between the United and Canada pursuant to the United
States-Canada Free Trade Agreement.

51 Total flat-rolled production in Canada was curtailed
by Dofasco’s shutdown of its ingot-producing and older
hot-rolling facilities in 1993. (See, Dofasco Inc., 1994

increased by 81 percent (to 6.9 million tons) from the
EU-12 and East Asia (appendix table F-9). U.S.
imports of carbon steel plate also increased, nearly 95
percent to 1.4 million tons, from all sources (appendix
table F-8). About one-half of the increase in plate
imports was accounted for by increased imports from
Russia and Ukraine.

U.S. imports of semifinished products (chiefly, slab
and billet)>? surged by 60 percent to 7.8 million tons in
1994 from the already high levels of 1993.53 Rising
imports of semifinished steel products reflects the U.S.
steel industry’s efforts to modernize facilities by
concentrating investment on sheet-rolling facilities,54
the imbalance between installed steel melting and steel
finishing capacity (following a period in which excess
steelmaking capacity was closed),’® and the overall
high rate of capacity utilization among domestic
steelmakers to meet the upsurge in steel demand.5®
Imports of slab are used by steelmakers or converters
in their rolling mills to produce flat-rolled products
such as plate, sheet, and strip. Billet is converted by
rolling into bar and rod (rod may be further drawn into
wire and fabricated into wire products).

S1_Continued
company annual report.) A majority of automobile
production in Canada and the United States is integrated,
ie., increases in consumption by the automobile industry
affect steelmakers and fabricators in both countries.
Moreover, most trade in automobile parts between the two
countries is duty-free.

52 The Harmonized Tariff Schedules of the United
States do not differentiate explicitly among the types of
semifinished steel products.

53 U.S. imports of semifinished steel more than
doubled to 4.9 million tons between 1992 and 1993. See
appendix table F-7.

54 Several sheet rolling facilities in the United States
rely entirely or primarily on imported slab, e.g.,
Tuscaloosa (Tuscaloosa, AL) and California Steel
Industries (Fontana, CA). Others rely on hot-rolled coils
supplied by a foreign or domestic joint venture partner
(e.g., USS-POSCO Industries, Pittsburg, CA, or I/N Tek,
New Carlisle, IN).

55 The closure of steelmaking facilities and subsequent
uneven investment allocation is reflected in the industry’s
ability to finish more steel that it can melt. For further
information, see USITC, Stee! Industry Annual Report: On
Competitive Conditions In The Steel Industry And Industry
Efforts To Adjust And Modernize, investigation No.
332-289, USITC publication 2316, Sept. 1990, p. 26.

56 Several steel industry analysts have expressed their
view that the U.S. steel industry is currently operating at
full effective capacity, at least in terms of steelmaking.
For example, see PaineWebber, World Steel Dynamics,
Steel Production Track, Jan. 13, 1995, p. 3.
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Brazil, Mexico, and Japan®’ were the top three
suppliers of imported semifinished steel in 1994,
accounting for 48 percent (3.7 million tons) of the total
(appendix table F-7). Imports from Japan and Mexico
increased the most by quantity from 1993 to 1994,
accounting for two-thirds of the total increase in U.S.
imports of semifinished steel between 1993 and 1994;
the increase in U.S. imports of semifinished products
from Mexico accounted for nearly all of the increase in
total U.S. imports from Mexico. Imports from several
new suppliers (for example, Russia and Ukraine) also
increased significantly.>8

Stainless and alloy tool steel

Total imports of stainless and alloy tool steel into
the United States registered another significant
increase from 1993 to 1994, rising by 19 percent to
858,576 tons (appendix tables F-2 and F-26). The share
of U.S. apparent consumption accounted for by imports
increased from 32.6 percent to 34 percent between
1993 and 1994 (appendix table F-5). This rising import
trend reflects increased demand and relatively higher
prices in the U.S. market. In addition, joint ventures
and foreign ownership of domestic, Mexican, and
Canadian producers have contributed to increased
intra- and inter-company trade.>°

On a product-basis, imports of stainless and alloy
tool steel rose in all categories from 1993 to 1994
(appendix table F-2). U.S. imports of semifinished
products, which are generally rolled into sheet, rose by

57 Demand for finished steel products was relatively
weaker in Japan than in the United States, but
appreciation of the yen reduced the price competitiveness
of such exports from Japan in 1994. The input costs
(e.g., scrap, iron ore, fuel) of many Japanese steelmakers
reportedly are denominated in U.S. dollars, enhancing the
price competitiveness of intermediate products, like
semifinished products, relative to finished steel products.
This theoretically would provide an incentive to a
Japanese steelmaker to export semifinished, rather than
finished, products; moreover, steelmakers usually maintain
steelmaking operations at relatively high levels because of
the higher fixed costs of such operations (furnaces are
rarely shut down completely on a temporary basis because
of the possible damage that results, hence the fixed costs
and some operating costs continue to accrue even if the
furnace is not being used).

58 Data show there were no imports of semifinished
steel products from Russia and Ukraine prior to 1993;
such imports from these two countries increased to
641,520 tons, comprising 38 percent of total U.S. imports
of semifinished steel in 1994,

 For further information on foreign ownership in the
U.S. stainless steel industry see, USITC, Industry and
Trade Summary: Stainless Steel, USITC Publication 2880,
Apr. 1995,
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33 percent to 150,507 tons in the period (and by 216
percent from 1992 to 1994). U.S. imports of flat-rolled
stainless steel products also increased; imports of sheet
and strip (the single largest category of imports of
stainless steel, by quantity) rose by 17 percent to
420,686 tons, while imports of plate rose by a more
modest 8 percent to 20,564 tons. U.S. imports of
stainless steel wire rod (which is typically drawn into
wire) and wire increased by 23 percent to 76,878 tons.

On a regional basis, the EU-12 remained the
leading supplier of stainless and alloy tool steel,
accounting for about 40 percent of total U.S. imports
of these products in 1994 (appendix table F-26). The
share of U.S. imports from the EU-12 accounted for by
semifinished and by flat-rolled products (plate, sheet,
and strip) rose by 58 percent and by 20 percent from
1993 to 1994, respectively (appendix tables F-19 and
F-20). Among individual countries, imports from
Canada rose by 37 percent, displacing Japan from its
historical status as the top foreign supplier of stainless
and alloy tool steels, and imports from Spain rose by
70 percent to make that country the third largest source
of U.S. imports of stainless steel. An increase in U.S.
imports of stainless steel sheet and strip accounted for
most of the overall increase in imports from Canada
and Spain.

Exports

Carbon and certain alloy steel

Despite a weaker dollar, exports of carbon and
certain alloy steel fell by 4 percent between 1993 and
1994 to approximately 4 million tons (appendix table
F-17). This small decline in exports is likely explained
by strong domestic demand (and relatively weak
foreign demand), as indicated by a significant increase
in shipments to most domestic end-user markets and by
anecdotal information that suggests many domestic
steelmakers controlled the acceptance of customer
orders or imposed other steel allocation systems in
order to give domestic customers priority in obtaining
steel and ameliorate overbooking by customers.5°

% During surges in market demand many customers
overbook or double-book orders with steel mills. Once
the order has been filled by one mill, the customer
cancels it with other mills. The allocation systems impose
some order on this overbooking and is usually based on
the customer’s historical pattern of purchases. Initiation
of “controlled order entry” or other allocation systems is
usually indicative of high market demand. During these
periods, steel mills assign priority to filling the orders of
domestic customers first.
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Although Canada and Mexico together account for
75 percent of total U.S. exports of carbon and certain
alloy steel, data show that U.S. exports of steel mill
products to these two countries diverged between 1993
and 1994: U.S. steel exports to Canada increased by 23
percent to 2.1 million tons, while U.S. steel exports to
Mexico declined by 14 percent to 866,024 tons. This
decrease accounted for most of the decrease in total
U.S. steel exports to the Latin American Integration
Association, or LAIA. The automotive and machinery
industries in the United States and Canada are
integrated to a greater extent and U.S. exports
undoubtedly benefit from increased economic activity
in these industries in Canada. Newly-privatized
Mexican steelmakers have restructured and increased
production and are more able to serve Mexican
markets for wire rod, semifinished products, and sheet
and strip that have been traditionally supplied by U.S.
exporters.

Overall, U.S. steel exports to East Asia fell by 42
percent between 1993 and 1994, to 384,294 tons. This
decline is mainly attributed to sharply reduced U.S.
exports to China and Japan. China has rapidly
increased its domestic steel production, enabling the
country to meet more of its steel demand and reduce its
import dependence. Government officials in China also
announced plans to curb imports because of high
inventories of steel and to control inflation.5! Demand
in Japan for steel, which depends on exports of
industrial machinery, automobiles, and construction
equipment, has been weakened by appreciation of the
yen.

On a product basis, the most significant changes
occurred in exports of carbon steel pipe and tubes,
which rose by 51 percent to 836,570 tons from 1993 to
1994. U.S. exports of steel pipes and tubes accounted
for 21 percent of total U.S. exports of carbon and
certain alloy steel products in 1994—appendix table
F-3. These increased exports resulted from increased
demand from the industry performing crude petroleum
exploration and oil well development in Canada and in
East Asia (where the increase in U.S. exports of pipe
and tube partly was accounted by increased exports to
Thailand). U.S. exports of steel sheet and strip rose by
3 percent to 1.5 million tons between 1993 and 1994,
with exports to Mexico and Canada accounting for the
bulk of U.S. exports of these products (sheet and strip
exports accounted for 38 percent of total U.S. exports
of carbon and certain alloy steel in 1994; the

61 Gene Linn, “China’s Import Reform a Matter of
Life or Death for Steel Sector”, The Journal of
Commerce, Dec. 19, 1994.

increase in exports to Canada accounted for most of the
total increase in this product category). Exports of
carbon steel semifinished products declined by 72
percent from 1993 to 1994, attributable to increased
demand by domestic steelmakers and converters
discussed earlier.

Stainless and alloy tool steel

Reductions in import tariffs under NAFTA appear
to have affected international trade flows for
U.S.-produced stainless steel, as well as the positioning
of the domestic industry in global markets. After
several years of joint-venture and direct investment
activity, the recently integrated North American market
is beginning to affect overall structural changes in the
industry. U.S. trade with Canada and Mexico rose, as
did trade between Canada and Mexico.

U.S. exports of stainless steel rose by 9 percent to
122,995 tons between 1993 and 1994 (appendix table
F-3), with exports to Canada and Mexico accounting
for nearly two-thirds of total U.S exports in 1994
(appendix table F-26) and a majority of the increase
during 1993-94,

On a product basis, exports of stainless pipe and
tubes, bars and shapes, and semifinished steel products
rose by 29 percent (to 18,147 tons), by 25 percent (to
14,354 tons), and by 23 percent (to 9,199 tons) from
1993 to 1994, respectively. Higher exports to Mexico,
Kazakhstan, and Qatar accounted for the majority of
increased U.S. exports of stainless steel pipe and tube
(appendix table F-24); increased U.S. exports of bars
and shapes and of semifinished steel products to
Canada, Mexico, and Korea accounted for the bulk of
the increase in total U.S. exports of these products.

Factors Influencing Producers’
Exports and Imports

Exports

Firms responding to the Commission’s annual
survey provided information on the quantity and value
of their exports, and identified new country markets in
1994. Producers were also asked to rank the factors
affecting their ability to expand exports, to indicate
whether their exports had been adversely affected by
nontariff barriers, and to rank the relative importance
of government policy factors that may affect their
ability to expand exports. A total of 165 firms provided
information, although individual companies may not
have completed each section of the questionnaire. U.S.

25



SPECIAL FOCUS: U.S. INDUSTRY CONDITIONS—Continued

exports of steel mill products reported in
questionnaires were 1.8 million short tons, representing
43 percent of total U.S. steel exports (based on
quantity) in 1994,

Efforts by steel producers to develop new export
markets appear to be significant. Thirty-one firms
reported exporting to new%? country markets in 1994.
Canada and Mexico were cited as new markets more
frequently than other countries, although other
countries in Latin America and the Far East were also
listed. Consistent with rising domestic demand and
reduced exports overall, the number of new export
destinations for U.S. exports was smaller than reported
1 year ago.53

The most frequently cited factors identified as
“very important” in determining producers’ ability to
expand steel mill product exports were relative prices,
home-market demand, and exchange rates (table 7). A
greater percentage of responses indicated that capacity
constraints were “very important” in influencing
producers’ ability, or lack thereof, to expand steel mill
product exports in 1994 compared to the Commission
survey of conditions in 1993.64

Tariffs are expected to pose less of a barrier to U.S.
exports following conclusion of the Uruguay Round
Agreements (URA) in December 1994,55 and fewer
producers indicated that tariffs are a “very important”
factor influencing their export decision.% The United
States, together with the EU-12, Japan, Korea, Canada,
Austria, Sweden, Finland, and Norway, agreed to
eliminate tariffs on steel products over a 10-year period
under a zero-for-zero agreement. Although Mexico did
not agree to steel tariff eliminations in the URA, staged
steel tariff elimination for U.S. products is already
provided for under the North American Free-Trade
Agreement (NAFTA). Countries agreeing to steel tariff
elimination under the URA or NAFTA, collectively

62 For the purposes of this report, new country
markets are those to which questionnaire respondents had
not exported previously.

63 For further information see, USITC, Steel
Semiannual Monitoring Report, USITC publication 2759,
Apr. 1994, p. 16.

64 Compare, USITC, Steel Semiannual Monitoring
éiepfr;, USITC Publication 2759, Apr. 1994, table 7
p. 17).

65 For further details of the Uruguay Round
Agreements, see USITC, Potential Impact on the U.S.
Economy and Industries of the GATT Uruguay Round
Agreements, USITC Publication 2790, June 1994, Vol. I,
pp. V-26-27.

66 Compare, USITC, Steel Semiannual Monitoring
fiepi)%, USITC Publication 2759, Apr. 1994, table 7
p. 17).
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accounted for approximately 77 percent of U.S.
imports by value, and 75 percent of U.S. exports by
value in 1993.

Nontariff barriers (NTBs) apparently did not pose
significant problems for most of the firms responding
(tables 7 & 8), and were identified along with tariff
barriers as increasingly unimportant in affecting export
opportunities. Foreign government procurement
practices and minimum domestic content requirements
were cited as the most common NTBs, but appeared on
only 10 percent of all questionnaires received. Some
companies cited other NTBs, such as cartel practices
and interlocking company ownership (which would
favor a domestic supplier over a foreign supplier) that
hinder U.S. exports by impeding sales by U.S.
companies; some companies also indicated that their
export competitiveness was impeded by foreign
government policies subsidizing freight and industry
research and development, export consortia, and delays
in clearing customs.

Producers were asked to rank as positive, negative,
or of no discernible effect, the importance of several
government policy measures on their ability to expand
exports. These measures included the implementation
of the NAFTA, the expected outcome of the
Multilateral Steel Agreement (MSA) negotiations, the
GATT Uruguay Round implementing legislation, and
the expansion of free trade negotiations to include
Chile within NAFTA. A total of 86 firms provided
information, presented in table 9, although each section
of this part of the questionnaire may not have been
completed by all firms. Similar to responses received
last year,” the majority of companies answering this
question perceived each of these government policy
initiatives as having a positive effect on their ability to
expand exports. Meanwhile, the remaining minority
reported that these policy initiatives have a negative
effect on their company’s efforts to expand exports.
Among specific issues, the positive perception of the
MSA seems to have diminished since last year, as has
the negative perception of NAFTA. It is likely that in
both instances the strength of the domestic market in
1994 influenced the steel industry’s perception of trade
policy, as it focused itself on domestic markets despite
favorable exchange rates and improved quality
competitiveness.%8

67 USITC, Steel Semiannual Monitoring Report,
USITC Publication 2759, Apr. 1994, table 9 (p. 18).

68 For further discussion of quality and service issues,
see USITC, Steel Semiannual Monitoring Report, USITC
publication 2807, Sept. 1994.
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Table 7

U.S. producers perceptions of the factors influencing their ability to expand steel mill product
export levels: Share of respondents choosing each level of importance, and the share of total
questionnaire respondents that commented on each particular factor in 1994

(Percent)
Very Somewhat
Export factor important Important important Unimportant Response
Capacity constraints ...................... 25 24 19 32 92
Customer product specifications ............ 14 21 33 31 91
Exchangerates .......................... 30 34 20 16 95
Home marketdemand .................... 45 28 14 13 R
Relativeprice ............................ 57 26 11 6 94
Nontariffbarriers ......................... 18 19 33 31 93
Tariffbarriers ........... ... .. ... 29 27 29 16 93
Other ... 60 10 0 30 9

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

Table 8

Share of total questionnaire respondents that have reportedly encountered nontariff barriers to
steel mill product exports in 19941

(Percent)
Nontariff barriers Share
Government procurement PoliCIES ... ...............oiiiiiii i 10
Minimum domestic content requirements ........... ... ... i 10
OHeIZ 7
LiCensing reqUINEMENES. ... ... ...ttt e e e 4
QUOBAS ... 4
Restrictions on foreigndirectinvestment ........ ... ... . 3

1 There were 85 questionnaire respondents who reported export activity on the questionnaire.
2 Respondents cited Japanese cartel and interlocking ownership practices, export consortia, subsidized freight

policies, untimely customs clearing J)ractices, foreign government ‘buy domestic” pressures on foreign purchasers
and home market brand loyalty, and more stringent foreign product specifications.

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

27



inued

"0 1ISN 8y} 4o salreuuonsanb o} asuodsas ul paRiwgns Blep woJy pajidwoy :80In0g
‘Juaosad QO 0} |ejo} Jou Aew saseys ‘Buipunos Jo asneoag—"810N

. ‘sjuawuIanob ubiaioy Aq seonoeld apes Jrejun payo sjuspuodsal ‘joaye 3|qiIuIsosIp
ou 40} ‘suonenBa. JUSLUIBA0D JO UOHONPAI B} PUE JusLwSaAul aye|nwis o} Aoljod xe} "S'n 0} suoisiAal pasodoid payo sjuspuodsal ‘Joaye aanisod Jod |

<
o
1
()]
P4
o
=
o
=
O
o
>
o
=
(2]
>
Q
Z
*
-

0 0 0 0 ! 0 0 0 0 0 0 0 0 001 [ e )
2L c2 ¥ 0 LS 0 0 0S 0s 2 4! 29 ot 4! ge s aIyo
apnjoul 0} uoisuedxe
apeJ; 934 pasodoid
99 92 9 2 0s 0 8e G2 8e 8 6 Ge 44 ce ve (O1M) uoneysibaj
Buuswsa|dwi
punoy Aenbnin
9 8¢ 8 g 6€ 0 *1 0- *72 14 8 6€ °14 8¢ L& suonenoBsu juswsaiby
1991S [esRlelINN
0S €e L} 0 8l 0c ov oy 0 < e (R A 1€ €9 Tt s waaiby spei]
-9914 UedoL3WY YUON
o ay1 jo uoyejuswa|dw
= jue} jue} jue} juel sjudp  jue} e} e} jue} sjudp jue} jue} juel  jue} Sjusp Aaijod Juswulanon
O -ioduy -lodwy -jodwi -sodwy -uods -1odwy -1odun -ijodwy -1odwy -uods -iodwy -sodwy -iodwiy -10duwn -uods
m un leym Aep -91)0  -un jeym Aldp -91)0 -un  leym Ao -91)0
i -awos ‘ON -awos ‘ON -3wos 'ON
m JudIdd us%1d juadidd
—D_.._ 1004 3|qIUIISIP ON 10019 annebaN 10919 aAlISOd
wn

P66 ‘1099 Yora o} aouepoduwi Jo [9A9] yorea Buisooyd sjuapuodsal Jo aleys ayl pue 1990 yoea Huisooyd sjuapuodsal
10 Jaquinu ‘sjand)] Modxa Jonpoud jw [99)s puedxa 0} Ajjiqe J1dy) uo Adjjod Juawiulanob Jo 10ay9 ay) jo uondsasad sisonpoud 'S’
6 diqeL

28



SPECIAL FOCUS: U.S. INDUSTRY CONDITIONS—Continued

Imports

Firms responding to the Commission survey also
were asked to provide information on the quantity and
value of their imports, to identify sources of imports in
1994, and to rank factors affecting their decision to
expand imports. Forty steel producers and converters
reported importing from new country sources in 1994.
These imports accounted for 5.6 million short tons and
represented 18 percent of total U.S. steel imports
(based on quantity) in 1994. Steel processors and
producers reported importing steel semifinished
products (mostly slabs) and wire rod from Japan,
Brazil, Russia, and Germany; several other new
country origins of imports were listed as well in
Europe and Latin America.

Respondents identified relative prices and home
market demand as “very important” among the factors
(table 10) influencing producers’ willingness to expand
steel mill product imports. Capacity constraints®® were
identified as “very important” and “important” by a
combined total of 50 percent of respondents; as
indicated earlier, the fastest growing segment of
imports (and one identified by most respondents
indicating new products and new import sources) is
that of semifinished steel products.

Production, Capacity, and
Capacity Utilization

Strong demand by the automotive, construction,
and machinery and equipment industries, lifted total

6 Capacity constraints in certain production steps may
pose bottlenecks that can be overcome by purchasing
intermediate products.

Table 10

raw steel production by 3 percent in 1994, to an
estimated 100.6 million tons. Meanwhile, production
capacity fell by 2 percent (table 11), resulting in
generally higher levels of capacity utilization from
1993 to 1994. General scheduled maintenance of
steelmaking facilities curtailed capacity in the short
term, while efficiencies gained through modernization
and upgrades contributed