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. To the President: 

REPORT TO THE PRESIDENT 
INVESTIGATION NO. TA-203-16 

STAINLESS STEEL AND ALLOY TOOL STEEL 

U.S. International Trade Commission 
f'\ay 15, 1987 

In accordance with section 203(i)(3) of the Trade Act of 1974 (19 U.S.C. 

2253(i)(3)), the United States International Trade Commission herein reports 

the results of an investigation concerning stainless steel and alloy tool 

steel. 

Chairman Liebeler and Vice Chairman Brunsdale provide advice on the 

probable economic effect of terminating import relief provided to domestic 

producers of certain stainless steel and alloy tool steel products. They also 

provide advice on the considerations set forth in section 202(c) of the Trade 

Act of 1974. 

Commissioner Eckes advises the President that termination of the import 

relief program with respect to stainless steel sheet and strip, and stainless 

steel plates, would not h~ve an adverse effect on the domestic industries 

producing those products, assuming the continued administration of voluntary 

restraint agreements at present levels. He also advises that termination of 

the import relief program would have an adverse effect on the industries 

producing stainless steel bars, stainless steel wire rod, and alloy tool steel. 

Commissioner Lodwick advises the President that termination of the relief 

program with respect to stainless steel sheets and strip, and stainless steel 

plates would not have an adverse effect, assuming the continued administration 

of the voluntary restraint agreements at present levels. He also advises that 

termination of the 201 relief would have an adverse effect on the industries 

producing stainless steel bars, stainl~ss steel wire rod, and alloy tool steel. 
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Commissioner Rohr advises the Pre~ident.that with respect to stainle~s 

steel sheets and strip, and stainless steel plates, termination of the import 

relief program would not have a significant adverse economic effect on the 

industries producing these products, assuming the continued administration of 

the voluntary restraint agreements at present levels. With respect to 

stainless steel bars and stainless steel wire rod, termina.tion or the import 

relief program would ~ave a significant adverse economic impact on the 

industries producing these products. With respect to alloy tool steel, 

Commissioner Rohr advises that while termination of the imp0rt relief program 

would have some adverse economic effects on the operation of the industry, he 

finds little indication that firms in this industry havf' any significant plans 

to use any further period of relief to further adjust to import competition. 

The Commission instituted this investigation on January 27, 1987, 

following receipt of a petition filed by t:1e Specialty Steel Industry of the 

United States (SSIUS) and the United Steelworkers of America (AFL-CIO}, 

requesting that the Commission institute an investigation in order that it 

might advise the President of its judgment as to the probable economic effect 

on the domestic specialty steel industries ·of the termination of the import 

relief provided to the specialty steel industries by Presidential Proclamation 

5074. Public notice of the investigation and headng was given by posting 

copies of the notice at the office of the -Secretary, U.S. International Trade 

Commission, Washington, DC, and by P,ublishing the notice in the Federal 

Register of February 4, 1987 (52 F.R. 3501). A public hearing was held in 

connection with this investigation on April 2, 1987, in Washington, DC. All 

interested persons were afforded an opportunity to be present, to present 

evidence, and to be heard. 

The information in this report was obtained from field work, 

questionnaires sent to domestic producers and importers, the Commission's 

files, other government agencies, briefs filed by interested parties, and 
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VIEWS OF COMMISSIONERS ALFRED ECKES, SEELEY G. LODWICK, 

AND DAVID B. ROHR 

The purpose of this investigation is to provide advice to 

the President concerning the probable economic effect of 

termination of the import relief program provided to certain 

specialty steel industries under Presidential Proclamation 5074 

(Proclamation) . 

This is not the first time the Commission has conducted 

investigations of these industries. The Commission has 

conducted five prior investigations under sections 201 or 203 

of the Trade Act of 1974 and many investigations under title 

VII. Also, as part of its responsibilities under the 

Proclamation, the Commission has closely monitored the progress 

of these industries and the effect of imports on this progress 

since the imposition of import relief. 

The current import relief program has been in effect since 

July, 1983, following a section 201 investigation conducted by 

the Commission at the request of the United states Trade 

·Representative (USTR) • .!f In that investigation, the Commission 

determined that imports were a substantial cause of serious 

.!/ The request was made as the result of an investigation of 
certain unfair trade practices conducted by USTR under section 
301. 
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injury to domestic industries producing stainless steel sheet 

and strip, plate (flat products), bar, and wire rod (long 

products), and alloy tool steel products. 

The relief provided under the Proclamation included tariffs 

on the flat products that have been progressively reduced from 

8 percent and 10 percent respectively, to the current level of 

4 percent, and tonnage qliotas on the long products and on alloy 

tool steel products that have increased annually by 3 percent._!/ 

The nature and extent of import relief provided to the 

industries under the Proclamation has changed, however, since 

the program began. 

In September, 1984, the President adopted a national policy 

for the steel industry, directing the USTR to negotiate 

voluntary restraint arrangements (VRA's) with respect to the 

importation of various steel products.~ These VRA's include a 

variety of steel products with varying degrees of specificity. 

Some of these arrangements extend to products which would 

otherwise be covered by the import relief program which is the 

subject of this investigation, and substantially alter the 

coverage for some products under the Proclamation. In some 

..!/ The Proclamation provided for a number of exemptions for 
specific products from import relief. To the extent that 
exemptions are sought for products covered by our 
recommendation for extension of relief, we do not find it 
appropriate to provide for further exemptions (either on a 
product or country-of-origin basis). 

~ In negotiating these arrangements, USTR apparently decided 
that VRA's are equivalent to OMA's for the purpose of sec. 
203(e). 



5 

arrangements, limitations ar,e imposed specifically on specialty 

steel items, while i~ others, specialty steel items are 

included within broad classes of steel product$. 

This investigation was instituted at the r~qtiest of the 

domestic industries whose products are covered by the import 

relief program instituted under the Proclamation• The 

·commission's task, under the statutory mandate 6f section 203 

·"'"is to consider what the probable economic effect on the 

industry would be if the import relief program under that 

proclamation were to be terminated (currently scheduled for 

July 19, 1987). In providing our advice to the President, we 

have considered the current condition of the industries and how 

they have used the period of import relief to adjust to 

imports, as well as the probable effect of removing present 

relief on imports and the domestic industries.bf Where 

appropriate, we have incorporated into our discussion the 

factors enumerated ·in section 202(c). 

For purposes of explaining ouL.analysis in this 

investigation, we discuss flat products together, long products 

together, and alloy tool steel products because of the nature 

of the import relief under review . 

. y In view of our recommendation that termination.of the 
· present relief on flat products would not have an adverse 
effect on the flat product industries, we have· not considered 
proposed modifications of relief. With respect to long 
products and alloy tool steel products, we do not find that 
there would be any meaningful economic difference between the 
present tonnage quotas and the petiti~ners' proposed 
market-share quotas. 
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CONDITION OF THE DOMESTIC INDUSTRIES AND ADJUSTMENT 

In this investigation, the ~ommission is not required to 

make a determination regarding the condition of the respective 

d.omestic industries, i.e. whether they are presently 

experiencing serious injury. Rather, the Commission advises 

the President as to the probable economic effect of termination 
' 

of the import relief program. The commission's assessment of 

the condition of the industry establishes the framework for the 

analysis of the impact of removal of relief and is integral to 

an objective evaluation of industry adjustment. 

Flat Products--Most indicators .show continuing improvements 

in the the performa~ce of flat producers. One exception to 

this improving perf ormanc~ is in production-related 

indicators. Despite increased consumption trends of both sheet 

and st:rip, and plate, over the period covered by this 

investigation (1983-1986), production of sheet and strip 

declined, and growth in plate production trailed growth in 

apparent consumption. Domestic shipments mirror these 

production trends. Domestic inventories of sheet and strip at 

1986 year's-end were comparable to 1985 levels, as were 

producers' end-of-period unfilled orders. While inventories of 

plate increased·by more than one-third from 1985 to 1986, 

increases in plate producers' unfilled orders for 1986 offset 

growth in plat~ inventories. 

Both industr1es experienc.ed significant ·improvements in 

operating margins and cash flow from operations during the 

period. Operating income margins were at their highest level 

in 1'986 for the four-year period. Of 10 domestic sheet and 
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strip producers, only one reported an·operating loss in 1986. 

Likewise, of 7 domestic plate ·producers, one producer reported 

an operating loss in 1986. Improved cash flow provided the 

resources for capital spending to enhance competitiveness. (See 

Table E-7). On the basis of the gross profit variance analysis 

in the Commission's Report, much of the improvement in 

profitability was the result of declining costs of production, 

reflecting both adjustment efforts and declines in raw material 

and energy costs. 

Thus, the flat product producers have been able to pursue 

important aspects of cost reduction during the period of 

relief. Reductions in the number of production and related 

workers and unit labor costs are part of this· adjustment. The 

flat product industries experienced reductions of 25 percent 

and 20 percent respectively from 1983 to 1986. Also, 

productivity figures for these producers show a 25 percent 

increase over the four-year period, as measured by hours worked 

per ton produced. 

Long Products--The performance trends for the long product 

industries reflect to some degree the improving trends 

exhibited by the flat products for the period covered by this 

~nvestigation. Production trends through the period were up 

from 1983 to 1986, as were domestic shipments of these 

products. For bar producers, inventory levels for year-end 

1986 were down from 1985 levels, and U.S. producers' 
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end-of-period unfilled orders were up in 1986 over 1985. Fa~ 

wire rod producers, inventory levels increased in 1986, but 

producers' unfilled orders increased as well • 

. The financial performance of the long product producers, 

however, differs markedly from the flat producers. Operating 

margins for bar producers were low; during 1985 and 1986, these 

margins were about 1 percent, as 5 of the 8 producers reported 

operating losses in 1986. For rod producers, operating margins 

continued to be negative throughout the period, with 3 of the 5 

producers showing operating losses in 1986. Long product 

producers' cash flow was minimal. Despite increased sales 

revenues during the period of investigation, these long product 

producers have been unable to match the improvements in reduced 

cost of goods sold made by flat producers. 

Nonetheless, there were some hopeful signs of partial 

adjustment. Though variance analysis suggests that improved· 

profitability was primarily attributable to increases in 

average unit revenue per ton, some cost reductions were 

realized, particularly for wire rod producers. Bar producers 

were able to maintain margins in 1986 despite a substantial 

decline in prices. Further, long product producers' employment 

and hours worked declined despite increased production as 

productivity improved in excess of 10 percent, and nominal unit. 

labor costs during the period were essentially flat. 

Alloy Tool steel Products--For the industry as a whole, 

financial indicators show considerable growth in sales and 

operating income over the period 1983 to 1986, with a modest 
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improvement in operating margins. However, 5· firms experienced 

operating losses in 1986, compared with 8 in 1983. Cash flow 

from operations also improved moderately, and much of it was 

reinvested. (See Table E-7). 

Operating margins increased despite substantial declines in 

average unit revenue per ton. This is apparently due to major 

reductions in average cost per ton, as the producers enjoyed 

improved economies of scale created by increased production 

levels. Modest reductions in unit labor costs indicate 

improved competitiveness. Unlike the flat producers, alloy 

tool steel producers have been unable to consistently improve 

productivity. 

PROBABLE ECONOMIC EFFECT OF TERMINATION OF RELIEF 

As previously outlined, the existence of the various VRA's 

is an important aspect of the conditions of trade for these 

producers. our analysis of the impact of termination of relief 

for these products is based on the assumption that the VRA's 

will continue to operate at present levels. our advice does 

not pertain to any present or future restraints on imports 

provided under the VRA program. 

Based upon our analysis of the facts in this investigation, 

we must first advise extreme caution on any reliance on the 

estimations of the econometric models of the price, production, 

employment, and consumer cost of removal of the import relief 
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programs . .!f ~ To allow theory to substitute for comprehensive 

and circumspect analysis of the facts is to gamble with the 

future of American industries. Analysis must be thoroughly 

grounded in actual performance indicators (~. production, 

profits, employment, import and price trends, etc.) and not in 

hypothetical outcomes derived from static assumptions. The 

appropriate use of econometric models is to supplement this 

analysis, aiding as a tool of estimation, but not of actual 

determination • 

.!/ Two models discussed in Appendix G to the Report were 
prepared by the Office of Economics in this i~vestigation. One 
of these estimates the probable economic effect of terminating 
only section 201 import relief, assuming the continued 
existence of the VRA's; the other estimates the probable 
economic effects of terminating 201 import restraints along 
with an end to VRA's. 

Commissioner Eckes and Commissioner Rohr did not consider 
materials distributed to the Commission by the Off ice of 
Economics after the Commission meeting of May 7, 1987. 

~ Commissioner Lodwick does not join his colleagues' 
discussion of econometric models. He notes that the costs and 
effects of import relief depend specifically on how the relief 
is used, and generally on world-wide economic developments. 
Models are based on prior observation and are by nature 
somewhat mechanistic. The Commission's investigation indicates 
that there have been numerous and substantial microeconomic and 
macroeconomic events since the imposition of import relief. 
These events are difficult to quantify and may have important 
implications for the relative competitiveness of domestic and 
foreign producers in the absence of the import relief program. 
With respect to the domestic industries' use of the period of 
adjustment, there have been substantial organizational and 
operational changes, extensive investment, major changes in 
employment, productivity, and labor costs, and noteworthy 
reductions in production costs. More generally, a world-wide 
restructuring and rationalization of the specialty steel 
industry is in progress, a national policy for the steel 
industry (the VRA's) has been adopted, and currency values 
between the United States and many of the major supplier 
nations have changed significantly. Thus, the models serve 
only. as a limited element of the fundamental analysis which is 
the basis for his advice. 
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The use of econometric ana_lys~s i~ most limited with 

respect to complex situations. Removal _of import restraints 
_, .. ~ . . 

involves the independent responses o.f numerous compani~s facing 
~ ~ ' :, : . 

" 

different competitive conditions. As the number of variables 
'•A • ,• 

and assumptions involved in an analysis increase, the util_i ty 
.. '" 

and reliability of econometric mopels is commensurate~y 

reduced. In the present ~ase, , ~he mod.els hold co.nstant many 

factors which, independently and through;their interaction, . . . ' ,. . . . ' 

were critical to actual performance! Thus, the estimations by 
./ ·' . . '., . 

the models have little hope of approxim;ating factual outcomes. 

In addition, the models imply.a con~istent relationship 
. ': ... 

between the removal of. import. relief and. v_olume ~nd. price• 

changes that is not supported by the Q.ata. For example, in 
"- • > ~ 

1983 an 8% tariff was placed o~ ~~ports of sheet and strip, 
.. 

reduced to 6% in 1984, and to 5% and 4%.in 1985 and 1986 

respectively. During this four-year per.i,od,_ however, there 
. . ... '. ·· ... 

were no identifiable tre~ds in either the.v.qlume .and price of 

imports nor in domestic ~ro~uction in, rela~ion to the .changes 

·in tariffs. In each of the four other industries examined- . . . . ' . 

there was a similar absence of correlatio~ ~~tween phanges in 

tariffs and quotas and the effe~t on.d~m~~tic production, 

prices, and import volumes. 

These lack of interrelationships suggest. that the effect of 
'' •. '•• I ' 't' • ' 

" .. 
tariffs on prices, production and impo~t yolume cannot be 

. . . ' ,. ~ . . . . ~ . . . 

accurately estimated given the numerous .other variables that 
• .- . ~ r'·. I • • • 

determine change in these indica~or~. 

. ' 

.·..f. 
• !, -• 

.The ref ore, holding each 
c . . 

'· ··i ,· 
! ,,· 
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of these other variables constant and attempting to estimate 

only the effect of the tariff provides, at best, an incomplete 

and unsatisfactory representation of what is like.ly to occur. 

Flat Products--We are advising the President that 

termination of the import relief program under 1:il.e Proclamation 

will not have an adverse effect on these industries. As noted 

earlier, tariff relief has been substantially reduced from 

initial levels. Also, the coverage of imports under the 

Proclamation has been altered by the subsequent negotiation of 

VRA's. Currently, 83 percent of combined sheet and.strip and 

plate imports in 1986 are from VRA countries and are not 

subject to the additional 4 percent tariff. Further, the 

majority of VRA imports originate in countries having specific 

product categories in the respective VRA. In 1986, imports of 

stainless sheet, strip, and plate from countries having 

stainless-steel specific product categories (EC, Spain, Mexico, 

and Korea) accounted for more than two-thirds of all such 

imports. In addition, the volume of 1986 imports is distorted 

because of the anticipation of the implementation of VRA's. 

Imports from non-VRA sources in 1986, such as Canada and 

Sweden, reflect historical trends. Imports from these 

countries in 1986 although higher than 1985 levels are 

comparable to 1983 and 1984 imports. Also, imports from south 

Africa accounted for about one-fourth of the iridrease in "All 

other" imports. (See Table 30) Because of the current trade 

embargo, and the fact that South African imports are subject to 

a VRA, South African imports should be non-recurring imports in 

the short term. When these imports (Canada, Sweden, and South 
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Africa) are factored out of the increased total imports from 

1985 to 1986, imports from all other sources increased 9 

percent between 1985 and 1986 . .!f However, as noted, the volume 

of total imports for 1986 is affected by the anticipation of 

VRA's, particularly during the first quarter of 1986. 

The reduction of tariffs over the period of relief does not 

appear to have had an impact on import behavior. Likewise, the 

removal of the remaining 4 percent duty will not result in 

significant l.ricreases in imports from foreign suppliers.y The 

termination of such import relief for flat products will not 

frustrate the adjustment which the sheet and strip producers 

and plate producers have made during the period of relief.~ 

The removal of a 4 percent tariff on these products will 

have no discernible impact on the favorable trends in the 

industries' performance and their ability·to avoid further 

serious injury from imports in the short-term . 

.!/ We note, however, recent increases in imports from Taiwan 
from zero in 1984 to 4,174 tons in 1986 and Finland from 5,701 
tons in 1985 to 9,272 tons in 1986 . 

.. y This level of duty did not seem to have any restraining 
impact on imports when the volume of imports surged in early 
1986 in a~ticipation of_ conversion of certain imports from 
coverage under the Proclamation to a VRA program. 

~ Information supplied by Petitioners in their post-hearing 
submission {Table 3-1) indicates that most of the cost 
adjustments for sheet and strip, and plate have been achieved 
during the period of relief. If relief is extended, projected 
unit costs for 1990 are not expected to decline for sheet and 
strip, and would decline 8 percent for plate. More than 
one-half of sheet and strip and one-third of plate are produced 
by the same producers. . 
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Long Products--Unlike our advice concerning the impact of 

termination on flat products, we advise that termination of 

relief on long products would frustrate the course of 

adjustment of these producers to import competition. It is 

apparent that import relief in the form of quotas has helped 

restrain the level of imports during the period, as imports 

dropped from 1983 to 1984, and were more stable thereafter. At 

the same time, domestic production and shipments of both bar 

and rod increased despite little growth in apparent 

consumption. Data on the profitability performance of these 

producers indicate some improvement, but operating returns and 

cash flow are still inadequate • .!f 

VRA coverage for these products is not comparable to 

coverage for flat products. Specifically, coverage for wire 

rod and bars under the EC arrangement was 25 and 20 percent of 

imports in 1986,, respectively. Thus, the potential for 

increased imports of these products from non-VRA countries 

should relief be terminated is considerable. Japan, Sweden, 

and Spain are major exporting countries of these products. 

Available data indicate that exports by these suppliers of 

stainless and alloy tool products to the United States 

represent less than 15 percent of their total exports to all 

markets of such products. Thus, the prospect of diversion to 

the U.S. market from other world markets can be expected • 

.!/ If import relief is extended, petitioners project unit costs 
for 1990 to decline by 4 percent for bar.and 12 percent for 
rod. Wire rod producers account for about one-half of bar 
production as well. 
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Alloy Tool steel .. ProdU:cts--commis'sioner Eckes and· 

Commi.s.sioner Lodwick advise. against.- the. termination of- import 

·relief for; the· 'alloy tool· steel: products.· ·similar to the· long 

products, the quota relie'f: program for- alloy tool ·steel has 
' ( 

: constrained import' levels. This period' of· restraint' has . 

. enabled domestic production •and shipments to participate :in the 

growth ·in.apparent consumption.· The profitability performance 

for alloy tool steel ·prodticer·s . is similar· to long' producers' 

performance, that is, "some improvement, bU:t inadequate 

· operating returns and ·cash ;flow·.· 

Further, ·the particu1a:r · hat'ure of these ·products ·warrants• 

an extended period of -import 'rel·ief'. - These are an array of 

products;. the size of orders 'is .. small, and producers ·in ·order 

to maximize econoniies ·of production often must carry · 

inventories. In short, the orderly adjustment for these 

producers will necessarily be more protracted than for other 

producers, such as flat producers. 

We note that producers accounting for almost one-third of 

alloy tool steel-shipments in 1986 ~lso were major producers of 

long products, suggesting an important relationship between the 

operation of relief programs for both industries • .!f 

Commissioner Rohr believes that the restraints on alloy 

tool steel have reduced levels of imports. The increased 

volume of domestic sales resulting from this restraint was a 

.!/ If import relief is extended, petitioners project unit costs 
for 1990 to decline by 11 percent for alloy tool steel 
products. 
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significant factor in permitting the industry to fund the 

modernization which improved the industry's cost of production 

in 1985 and 1986. He concurs with his colleag\ies Commissioners 

Eckes and Lodwick that removal of the restraints at the 

present time would adversely affect the operating results which 

the industry has achieved in the last two years. 

However, he also believes that particular ~ttention should 

be paid to the adjustment plans submitted by the domestic 

producers of. alloy tool steel. He notes that the performance 

q:t this industry has been essentially static since 1985. While 

he agrees with his CQlleagues that further adjustment in this 

industry is needed, he finds little indication that firms in 

this industry have significant plans to use any further period 

of relief to further adjust to import competition. 



·17 

Advice of Chairman Liebeler and Vice Chairman Brunsdale 

Stainless steel and Alloy Tool Steel 
Investigation TA~203-16 

May ts, 1987 

On Ju~y 19, 1983, the President announced the imposition of 

import relief under section 201 of the Trade Act of 1974 (the 

"Act") for domestic producers of certain stainless steel and 

1 
alloy tool steel ("specialty steel") products. The relief is 

scheduled to end on July 19, 1987. Pursuant to sections 
2 

203(i) (3) ·and 203(i) (5) of the Act, the commission has 

conducted an investigation in order to "advise the President of 

its judgment ·as to the probable economic effect on such 
. . 

industr(ies] of such termination." In providing its advice, the 

Commission must take into account all economic factors that it 

considers relevant, including the considerations set forth in 

section 202(c) ot the Act and the progress an~ specific effort~ 
3 

made by the industries to adjust to import competition. 

1 
Presidential Proclamation 5074 of July 19, 1983, 48 

F.R. 33233 (1983), Report of the Commission (Report) at 
a-1. For a description of the relief, see Report at A-9. 

2 
19 u. s . c • 2 2 5 3 ( i) ( 3 ) and 2 2 5 3 ( i) ( 5) . 

3 
Section· 203 (i) (4) of the Act, 19 u.s.c. 2253 {i)_(4). 
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This is our first section 203 investigation. We are aware 

that in previous investigations Commissioners have sometimes 

provided recommendations to the President as to whether relief 

should be extended or terminated, and occasionally whether it 

should be otherwise modified. We have found nothing in the 

statute or the legislative history that indicates that the 

Commission is required, or expected, to make a recommendation to 

the President on whether to extend, terminate, or modify relief. 

We believe that, Commission precedent notwithstanding, 

providing advice to the President as to whether to extend or 

terminate relief pversteps our mandate as Commissioners. Thus, 

we only provide to the President advice on the probable economic 

effect of termination of import relief on the domestic stainless 

steel and alloy tool steel .industries, including the 

considerations set forth in section 202(c). The Report of the 

Commission discu~ses .a variety of economic factors relevant to 

evaluating these e~fects. In the following discussion we present 

the information that is, in our view, the most important. 

Summary data 

The estimated effects of terminating section 201 relief are 

summarized in Appendix 1 (attached). Because termination of 

section 201 relief may decrease the effectiveness of the import 
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relief provided by Voluntary Restraint Agreements ("VRAs"),· 

estimates are presented for the situation when VRAs are assumed 
.. 

to be effective (Table ·1) and.when VRAs are assumed to be 

ine~fective (Table 2). 

Section 202(c) considerations 
; . 

. ' . 
Section 202(c) (1). Consideration of information and advice 

. from . the Secretary ·of· ·Labor ~on the .extent to which workers· in the 
industry have applied for, are receiving, or are likely to 
receive.adjustment assistance. under.chapter 2 ·or benefits from 
other manpower programs. 

,. ' -. . ... ~ . . .· 

Information _spe.cific: to workers· producing stainless and alloy 

to.ol· ~teel .is not~·available.·. ·For '.the· overall domestic· steel 

i,ndustry,.which·is dominated.by·firms.that produce carbon steel 

, prociµc.'.ts, 369, ooo ··employees. applied for~··certification through 

April 1, 1987, and about half of those were certified. By 

comparison, there are only about 11,000 workers producing 

. . . . - •' : 4 
stain,lesE? and· alloy tool. steel . products.'·. 

Section 202(c)(2). Consideration of information and a~vice 
from.-the·s~cretary· of:Commerce.on.the.extent·to-whichfirms in 
the industry have applied for, are receiving, or are likely to 
receiv~·adjustment·assistance under chapters 3 and 4. 

Two firms have been certified to receive adjustment assistance, 

but neither has received benefits. Financial assistance has not 

4 
Report at A-97. 
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been available under the law since 1986. 

Section 202 (c) (3.). Consideration of the probable 
effectiveness of impo.rt relief as a means to promote adjustment, 
the efforts being made or to be implemented by the industry 
concerned to adjust to import competition, and other 
considerations relative to the position of the industry in the 
Nation's economy. 

To promote adjustment, the industry has made organizational 

changes and increased capital expenditures, and has also reduced 

labor costs. There has been a change in the strlicture of the 

industry over time. There are now more smaller firms and more 

privately owned fintis. In addition, there has been increasing 

product specializat~on among· producers. More than 50 percent of 

J,986 cash flow was spent on capital outlays and research and 

development; labor productivity increased by 14 percent from 1983 

6 
to 1986. 

Section 202 (c) (4). Consideration of the e-ffect of import 
relief on consumers and on competition in the domestic markets 
for such articles. 

If section 201 import relief were terminated, the· gains to 

consumers are estimated to be between $16.4 million and $54.2 

5 
Id. at A-97. 

6 
Id. at A-98-99. 
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million per year. · If import relief under both section 201 and 

the existing VRAs were terminated, the gains to consumers are 

estimated to be·between $40.7 million and $145.5 million per 
8 

year. The petitioners and the Federal Trade Commission also 

estimated costs to consumers. An analysis of these estimates is 

attached ~s Appendix 2. 

Appendix·2 also presents data on industry concentration for 

·each of the five spec~ality ste'el products. Concentration, which 

measures the number·and relative sizes of producers, is one 

dimension of market structure. Other things remaining the same, 

as concentration increases there is a greater likelihood that 

domestic firms can exercise market power and increase price -­

and therefore increase costs to consumers· and also lower r_eal 

national income. When measured by the Herfindahl index, both the 

sheet and strip industry and the wire rod industry are 
. . 9 

significantly concentrated. However, if import relief were to 

7 
Appendix 1 (Table 1) • 

8 
Appendix 1 (Table 2). 

9 
The Herf indahl index is the sum of the squares of the 

market shares of each producer. See generally, U.S. 
Department of Justice, Merger Guidelines (1984). Market 

(Footnote continued on next page) 
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be eliminated for sheet and strip, it is estimated that there 

would be a significant decline in concentration, which would 

allay these concerns to some extent. Data are not available to 

indicate the effect of eliminating import relief on the 

concentration for wire rod. 

Sections 202(c) (5) and 202(c) (6). Consideration of the 
effect of import relief on the international economic interests 
of the United States, and the impact on U.S. industries and firms 
as a consequence of any possible modification of duties or other 
import restrictions which may result from international 
obligations .with respect to compensation. 

Canada and the European Community (EC) requested compensation 

under GATT for the U.S. imposition of import relief on specialty 

steel and retaliated against U.S. exports. Canadian retaliation 

ended when compensation was received. Retaliation by the EC 

ended when the EC signed a VRA. Major exporting countries that 

have not signed VRAs or have not already received compensation -­

such as Sweden, Taiwan, and Finland -- could do so if relief is 

10 
continued. 

(Footnote continued from ·previous page) 
concentration is just one factor which effects whether an 
industry exhibits noncompetitive behavior. For example, 
if entri into the industry is easy, a high Herfindahl 
index is unlikely to signify the presence of significant 
market power. 

10 
Report at A-102-3. 
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-Section 202 (c) -(7) • Consideration of the ·geographic 
concentration of imported products marketed in the United States. . ~ . . . . . 

About· half' of a11· imports' of .stainless and alloy tool steel enter 

the United States through mid-Atlantic or northeastern ports. 

The remainder are divided :among .. the midwest, Gulf.coast, and west 

. 11 
coast. 

Section 202(c) (8). Consideration ·of"the extent to which the 
United States market is the focal point for exports of such 

·article by·reason of 'restraints on exports of such article to, or 
on .imports of such article.into, thir4 c~unt~ markets. 

The EC is'~nown·to·have agreements with a number of· countries 

"·limiting :exports of. specialty steel to. EC member. countries~ 

12 
There are reportedly no such barriers on imports into Japan. 

Section 202(c)(9~. Consideration of the.economic and social 
costs which would be incurred by_taxpayers, communities, and . 
·Workers; if· import relief ·Were ·Or were not 'provided. ' 

If section 201 import relief were terminated, the gain in real 

national income is estimated to be between $14.1 million and 

11 
Id. at A-103-4. 

12 
Id. at A-104. 
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$39.9 million per year. If import relief und~r both section 

201 and the existing \TRAs were terminated, the gain in real 

national income is estimated to be between $3800 million and 
14 

$107.1 million per year. 

It is ·estimated that termination of all import relief would 
15 

reduce tariff revenue by about $9.5 million. ~emoving just 

the 201 relief is projected to reduce employment in the 

speciality steel business by between 345 and 375 jobs. Removing 

the 201 relief and also relaxing the VRAs is projected to reduce 
16 

employment by between 876 and 905 jobs. These employment 

losses would be offset, at least in part, by employment gains in 

other sectors of th~ economy, including industries that consume 
17 

specialty steel. 

Adjustment efforts 

Expenditures by domestic producers on capital assets and research 

13 
Appendix 1 (Table 1). The largest estimated gain is 

$21.3 million from termination of quotas on imports of 
stainless steel bar. 

14 
Appendix l (Table 2). The largest estimated ga·in is 

$48.8 million from termination of quotas on imports of 
alloy tool steel. 

15 
EC-K-169, at 13 (Table 1). 

16 
Appendix 1, Tables 1 and 2. 

17 
Report at A-104-5. 
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and development are detailed at pages A-48 to A-64 of the 

Report. The petitioners and respondents generally agree that the 
. 18 

industry's investments have been impressive. Nevertheless, 

capital expenditures by U.S. producers declined by 39 percent 

from 1983 to 1986. Research and development expenditures were 
19 

steady over the same period. 

Other economic factors 

Two characteristics of the U.S. specialty steel industry are 

especially important: reorganization and profitability. The 

industry has seen a var~ety of divestitures, management buy-outs, 

and curtailed operations that have resulted in major steel.firms 

(such as Bethlehem Steel and USX) leaving the industry. This 

activity indicates that adjustment (which includes the transfer 

of resources to more productive activities and the more efficient 
20 21 

use of remaining assets) is occurring. 

While reorganizing, specialty steel producers have generally 

been profitable. In 1984, they had an operating margin of 9.1 

18 
See, ~' Prehearing Brief of Petitioners at 18, 

Prehearing Brief of Avesta AB and Avesta Stainless Inc. at 
25. 

19 
Report at A-45-47. 

20 
19 u.s.c. 225l(a) (1). 

21 
Report at A-18-20. 
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percent. In 1985 profitability declined to 3.3 percent. In 1986 
22 

the operating margin rebounded to 8.3 percent. 

Probable economic effects -

If section 201 import relief were terminated (but VRA relief 
23 

remained unchanged), the estimated effects are as follows: 

stainless steel sheet and strip. Declines in production and 

employment would ·each be less than 1 percent from 1986 levels. 

The decline in progucers' revenues would be between $2 million 

and $8 million, or less than one percent. The gain to consumers 

for each job removed from protection would be from $107,000 to 

$393,000. 

Stainless steel plate. Declines in production and 

employment would each be less than 1 percent from 1986 levels. 

The decline in producers' revenues would be between $324,000 and 

$1 million, or less than one percent. The gain to consumers for 

each job removed from protection would be from $74,000 to 

$272,000. 

22 
Id. at A-30 (Table.13) · For the financial results for 

each of the five individual products see Report at A-31 
(Table 14, sheet and strip), A-33 (Table 15, plate), A-35 
(Table 16, bar), A-37 (Table 17, wire rod), and A-38 
(Table 18, alloy tool steel). 

23 
The discussion that follows summarizes data presented 

in Appendix 1 (Table 1). 
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Stainless.steel bar. Declines in production and employment 

would be about ·6 percent from 1986· levels. The decline in 

producers' revenues would be between $27 million and $33 million, 

or 7 to a percent. The gain to consumers for each job removed 

from protection would be from $35,000 to $133,000 . 

. Stainless steel wire ·rod. Declines in production and 

employment would be about 2 to 3 percent from 1986 levels. The 

decline in producers' revenues would be between $2 million and $3 

~illion, or 3 to 4 percent. The gain to consumers for each job 

removed from protection would be from $36,000 to $138,000. 

Alloy tool steel.· Declines inproduction"and employment 

.would be about 6 percent .from 1986 levels. The decline in 

producers' revenues woufd be between $21· million and $25 million, 

or 7 to 8 percent. The gain to consumers for each job removed 

from protection would· be. from$51,000 to. $193,000. 

If import relief under both section 201 and the existing 
24 

VRAs were terminated, the estimated effects are as follows: 

Stainless steel sheet: and strip. Declines in production and 

employment would be about 1 percent from 1986 levels. The 

24 
The discussion that follows summarizes data presented 

in Appendix 1 (Table 2). 
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decline in producers' revenues would be between $10 million and 

$15 million, or. about 1 percent. The gain to consumers .for each 

job removed from protection would be from $197;000 to $457,000. 

Stainless steel plate. Declines in production and 

employment would be about l percent from 1986 levels. The 

decline in producers• revenues would be about $l million, or 

about 1 percent. The gain to consumers for each job removed from 

protection would be from $69,000 to $256,000. 

Stainless steel bar. Declines in production and employment 

would be about 10 percent from 1986 levels. The decline in 

producers' revenue~ would be between $47 million and $59 million, 

or 11 to 14 percent. The gain to consumers for each job removed 

from protection would be froni $35,000 to $134,000. 

stainless steel wire rod. Declines in production and 

employment would be about 21 percent from 1986 levels. The 

decline in producers' revenues would be between $19 million and 

$24 million, or 24 to 29 percent. The gain to consumers for each 

job removed from protection would be from $37,000 to $140,000. 

Alloy tool steel. Declines in production and employment 

would be about 17 percent from 1986 levels. The decline in 

producers' revenues would be between $62 miliion and $78 million, 

or 19 to 23 percent. The gain to consumers for e~ch job removed 

from protection would be from $52,000 to $196,000. 
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Table l.··Stainleaa steel and alloy tool steel: Summary table showing range of estimated 
effects of termination of 201 import relief considering non·VRA imports !/ 

Decline in Decline in 
domestic producers' 

Production price (unit domestic Employment Consumer Consumer 
Product decline revenue) revenue decline gain gain 

Thousand 
dollars 
2er lob 

Dollars 'fttousand '"Thousand currentl::r: 
!!!!!!. 2er ton dollars Jobs dollars protected 

Stainless steel: 

Sheet and strip 
Absolute change ....... 986-4,009 $1·$10 $2,345-$7,707 5-20 $1,967-$2,142 $107-$393 
(percentage change) ... (0.1-0.6) (0.0-0.1) (0.2-0.6) (0.1-0.5) N/A N/A 

Plate 
Absolute change ......• 114-462 1 324-1,064 1-4 272-296 74-272 
(percentage change) ... (0.1-0.4) (0.0) y. (0.1-0.4) (0.1-0.4) N/A N/A 

Bar 
Absolute change ....... 7,253-7446 20-67 27,317-33,187 212·218 7,621-28,161 35·133 
(percentage change) .•. (5.7-5.9) (.6-2.0) (6.5-7.8) (5.7-5.9) N/A N/A 

Wire rod 
Absolute change ......• 950-1,031 6-19 2,340-2,748 16·18 649-2,214 36-138 
(percentage change) ... (2.4·2.7) (0.3-0.9) (3.2-3.7) (2.4-2.7) N/A N/A 

Allo::r: Too 1 .s tee 1: 

Absolute change ....... 3,895-4,026 29-97 21,147-25,356 111-115 5,888-21,383 51-193 
(percentage change) ... (5.7-5.9) (0.6-2.l) (6.6-7.8) (5.7-5.9) N/A N/A 

Net Welfare 
gain 

11tousand 
dollars 

$100-$861 
N/A 

14-118 
N/A 

7,726-21,300 
N/A 

535-1,553 
N/A 

5,766-16,024 
N/A 

!I The methodology used to calculate these results la discussed in detail in the final staff report to the Commission in the 
section on "Probable economic effects•. 
y The percentage decline was less than 0.05 percent. 

w 
0 



Table 2.--Stainless steel and alloy tool steel: Summary table showing range of estimated effects of 
termination of 201 import relief concurrent with an erosion of VRA-coverage of these products !/ 

Decline in Decline in 
domestic producers' 

Production price (unit domestic Employment Consumer Consumer Net Welfare 
Product decline revenue) revenue decline gain gain gain 

Thousand 
dollars 

. per lob 
Dollars Thousand Thousand currently Thousand 

Tons per ton dollars Jobs dollars protected dollars 
Stainless steel: 

Sheet and Strip 
Method 1 

Absolute change ......• 4,349-7,752 $4-$11 $10,352-$14,905 24-41 $4,141-$8,675 $197-$457 $2,865-$5,138 
(percentage change) ... (0.6-1.1) (0.2-0.6) (0.9-1.2) (0.6-1.0) N/A N/A N/A 

Method 2 
Absolute change .....•. 5,246-22,953 5-6 $12,467-44,074 30-131 10,462-12,267 94-349 531-4 ,875 
(percentage change) ... (0.7-3.3) (0.3-0.3) (1.0-3. 7) (0.7-3.3) N/A N/A N/A 

Plate 
Method 1 

Absolute change .....•. 971-1,397 2-6 2,751.-3,216 9-13 894-2,306 69-256 708-1,541 
(percentage change) •.• (0.8-1.1). (0.1-0.3) (1.1-1.3) (0,8-1.1) N/A N/A N/A 

Method 2 
Absolute change ....... 525-2,282 3-4 1,484-5,246 5-21 1,244-1,459 69-249 63-575 
(percentage change) ... (0.4-1.8) (0.2-0.2) (0.6-2.1) (0.4-1.8) N/A N/A N/A 

Bar 
Absolute change ......... 12,716- 36-122 47,365-58,681 372-377 13,227-49,809 35-134 13,377-37,668 

12,878 
(percentage change) ..... (10.0-10.1) (1.1-3.7) (11.2-13.5) (10.0-10.l) N/A N/A N/A 

Wire rod 
Absolute change ........• 8,132-8,239 53-181 18,920-23,600 138-140 5,239-19,375 37-140 4,294-13,909 
(percentage change) ..... (20.9-21.2) (2.6-8.8) (24.4-28.7) (20. 9-21. 2) N/A N/A N/A 

Allo1 Tool steel: 

Absolute change ......•.. 11,667-11,684 90-312 61,702-77,821 333-334 17,199-65,339 52-196 16,750-48,835 
(percentage change) ..... (17.1) (1.9-6.6)· (18.7-22.5) (17.1) N/A N/A N/A 

!/ The methodology used to calculate these results ls discussed in detail in the Office of Economics memorandum EC-K-176, 
dated May 6, 1987. 

w -
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May 1, 1987 EC-K-169 

MEMORANDUM 

TO: The Commission 

THRU: Director, Office of Economics 

FROM: Internation~l Economist 

SUBJECT: Review of economic analyses by petitioners and the FTC in 
Investigation No. TA-203-16, Stainless Steel and Alloy 
Tool Steel. 

Dr. Clark Chandler of E~onomic Consulting Services Inc. (ECS), 
consultants to the petitioners, and Dr. David Tarr of the Bureau of 
Economics, Federal Trade Commission (FTC), submitted economic 
analyses in the above case. 

I. SUMMARY OF MAJOR RESULTS 

Economic Consulting Services Inc. 

ECS forecast the domestic industry's economic performance on the 
products at issue in this investigation. This forecast was used to 
support the petitioners' allegation that imports will cause injury 
if the current 201 remedies are not modified and extended for 3 
years. ECS predicted that, over the next 3 years, lower shipment 
volume attributable to the termination of the current 201 relief 
would lead to a reduction in gross profits on sheet and strip of 
$47-million (about 7.6 percent of annual profits on operations 
reported by 9 firms in 1986 !/ )-, on plate steel of $5.2~million 
(about 2.1 percent of annual profits on operations reported by 
19 firms in 1986 ~),on bar and rod of $38.5-million (about 
23.1 percent of annual profits on operations reported by 8 producers 

!/ Report at A-41, table 14. 

~/ Report at A-40, table 13. 
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of bar and 5 producers of wire rod in 1986 '}_./ ), and on tool steel of 
$29.2-million (about. 5.5 p~rcent of annual profits on operatio:ns reported by 7 

. firms in 1986 !!:_! ). 'lj 

To make the forecasts, ECS built an econometric model based on the level 
of U.S. industrial production, the price of the domestic product, and the unit 
value.of imports. The two perio~s.of 201 protection (1976-1979, and 1983-now) 
were repres.ented by dummy variable~. ECS th.en used the. resulting regression 
equations witp and without, the appropriate dummy variable "turned on" to 
estimate foregone sale'.s a.nd profits, and in~reased import penetration, in the 
absence of continued protection. y 

Federal Trade Commission 

~The FTC estimated the social.cost to the United States of exte:nding the 
current · 201. reme.dies for 3 years. 'J;'hey. foµnd· that CQntinued relief would 
resul,t in an additional spcial burden of $29. 6 million (1~86. dollars). 
Consumers would pay an additional $44.3-milllon and the government would lose 
$5. 3.-million in. base tariff revenue on reduced imports. . This. would be 
partially offset,. however,, by $9.7-million of additional industry profits, Zf 
$11.4~million in. increased. 201 t~riff surcharge revenue on flat products, and 
$1.9~million from.improvement in the terms-of-trade. Higher import prices 
that benefit fore.ign export~rs,. because of quotas on bars and rods, and alloy 
tool steel, account for $21. 2-m~llion of the net social ·burden. y The FTC 

l/ Report at A-46-A-47, tables 16 and 17. 

!!:_! Report at A-43, table 15. 

~/ Statement of Clark Chandler ("Chandler S.tatement"), April· 2, 1987, ·table 
5 .. If the d~mestic price qf each.product falls by 4 percent in the absence of 
extended relief, ,ECS estimates that profits: would fall by an additional $233 
million over the 3 year, period, o:n top of the $199.9-million loss attributable 
to a decline in volume.' No evidence is offered in support of the assumption 
of a 4 percent price effect. See Chandler Statement at 8. 

Y Petitioners' Prehearing Brief, Appendix 2, especially tables 2-1 - 2-4. 
See also Chandler Statement, table 1. 

Z/ This is about 0~5 per~ent of reported annual industry profits in 1986. 
Report at A-40-41, A-43, and A-46~47, tab~es 13-17. 

Y FTC Prehearing Brief, App~ndix ("Tarr Appendix") at 5, table 1. 
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also estimated the employment effects of extended relief. If the relief is 
granted, there would be 326 more jobs in the flat products industry and 174 
more in the non-flat products industry than otherwise. These jobs would cost 
consumers an average $82,600 each in foregone surplus, whereas they would cost 
society (consumers, producers, and government combined) ah average $49,700 
each. '}_/ 

The ·FTC reached their conclusions through use of a competitive model of 
the industry and standard applied welfare techniques. They did not 
independently estimate domestic demand or supply elasticities, but relied on 
estimates obtained by others for related product groups iri the carbon-steel 
industry. !QI · 

Finally, the FTC brief argues that the Commission should evaluate the 
potential market power that the domestic industry could exercise under the 
revised import restrictions proposed by petitioners. Petitioners propose 
converting existing tariff remedies on flat products (sheet and strip, and 
plate) and the existing quota remedies on non-flat products (bar and rod, and 
alloy tool steel) into market-share quotas that they claim will result in the 
same projected volume of imports as under the current 201 relief. The FTC's 
concern is based on an analytical observation. A quota allows a domestic 
monopolist to raise prices by reducing production more than a tariff that 
results in the same voluipe of imports. This is because with the tariff .the 
domestic price can go no higher than the sum of the world price and the 
tariff. !!/ Pursuant to the FTC's suggestion, Herfindahl indices of 
concentration are calculated, reported and interpreted in Section III of this 
memorandum. 

'}_/ FTC Prehearing Brief, Appendix at 6, table 2. In response to 
petitioners' complaints about the appropriateness of using carbon steel 
elasticities, rather than specialty steel elasticities, Commission staff 
requested the FTC to run their model with elasticities implied by the 
petitioners' own econometric work. The results of this exercise are presented 
in tables 1 and 2, pages 13 and 14. For a discussion, see page 12, point 2. 

!QI Tarr Appendix at 7. 

11/ Tarr Appendix at 11-13. Research not cited by the FTC shows that 
market-share quotas are even more restrictive, in this context, than are 
quantity quotas. Jose A. Mendez, "More on the Nonequivalence of Voluntary 
Export Restraints," Economics Letters (forthcoming). 
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Forecasts Contrasted 

The FTC and ECS methods of forecasting differ greatly. ECS estimated 
demand equations with periods of protection treated as an independent 
determinant of the observed quantities of imports and domestic product sales. 
The simulated effects of extended 201 relief were found through use of the 
dummy variable in the forecast period, whereas the effects of price changes 
attributable to the remedies were ignored. ~ ECS's approach assumes that 
there is some channel other than price through which the 201 remedies affect 
demand. It is not clear from their submissions how that channel works . .!l/ 
By contrast, the FTC simulated the effects of projected price changes 
attributable to the 201 remedies. ~ 

These two methods yield very different conclusions. The FTC, for 
instance, forecasts that, over the next 3 years, the industry would earn about 
$29.1-million less profits over the 3-year period if the current relief is 
allowed- to lapse~ 12/ ECS, by contrast, forecast a total 3-year loss in 
profits caused by a reduced shipment volume of $119.9-million if relief 
lapses. 1§1 

12/ Statement of Clark Chandler, V.P. of ECS, before the ITC, April 2; 1987, 
at 6. 

13/ In response to a staff question, Dr. Chandler responded that the 
non-price channel through which import restraints operate might be related to 
allegedly unfairly traded (dumped or subsidized) merchandise. Telephone 
conversation with Dr. Chandler, April 24, 1987. I observe, however, that any 
such alleged acts of unfair trade result in lower domestic industry 'profits 
through their effects on prices. 

14/ Tarr Appendix at 13-21. 

15/ This was forecast using own-price and cross-price demand elasticities 
estimated by Robert Crandall in 1981 for carbon-steel products., Since ECS 
questioned the appropriateness of using carbon-steel elasticities for 
stainless-steel specialty products (see page 12, point 2), the Commission 
staff requested the FTC to generate new forecasts based on elasticities 
implied by ECS's econometric work. When this was done, the new estimate of 
foregone industry profits if relief lapses fell to $9.3-million.over the 
3-year period. 

16/ The coefficient of the dummy variable for 201 relief was not 
statistically different from zero in any industry except bar and rod. Had 
these coefficients been treated as zero in all industries except bar and rod, 
rather than as the estimated values, loss in profits caused by reduced 
shipment volume would fall to a total of $38.5-million over the 3-year 
period. This loss would occur entirely in the bar and rod industry. 
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II. ASSESSMENT OF THE ECONOMIC MODELS 

Economic Consulting Service Inc. 

The ECS model resembles a model of this industry developed by ITC staff 
in 1977 '11/ in that it estimates demand but not supply equations for total 
(domestic plus import) quantity consumed. This approach is motivated by a 
belief that the total market demand curves are.almost vertical, .and thus the 
shape of supply curves does not matter in determining the quantity produced 
and sold (diagram, attachment 1, illustrates this). Although overall demand 
is determined exclusively by the level of U.S. industrial production~ 
(since these steel products are inputs into many production processes) in the 
ECS model, the composition of that demand between domestic and foreign 
products is determined solely by the relationship between the prices of the 
two products. !..21 Consumers thus treat the foreign and imported products as 
imperfect substitutes. Whereas the total market demand curve for each product 
is vertical, their model implies that demands for the domestic and imported 

'11/ Stainless and Alloy Tool Steel: Report to the President on Investigation 
No. TA-203-3 under section 203(i)(2) of the Trade Act of 1974, USITC 
Publication B3B, October, 1977, at B-114. 

lB/ Slight price responsiveness was found for total market demand for alloy 
tool steel. Chandler Statement, table 1. 

!..21 The two equations that ECS estimated for each product are: 

(1) ln(QD + QI) = a + b ln Y + c ln PD + d D7S + e DBS + ul 

(2) ln(QI/QD) = f + g ln PD + h ln PI + i DR70 + j DRBO + u2 

Equation (1) is the "total market" demand and (2) is the composition 
equation. In these equations QD and QI are demand for the domestic and 
imported products; Y is U.S. industrial production; PD and PI are the domestic 
producer price index of the appropriate specialty steel product and the import 
unit value of the product; D7S and DBS are dummy variables for demand shifts 
that might have occurred in 197S·and 19BS; DR70 and DRBO are dummy variables 
for each of the two periods of 201 relief (1976-79 and 19B3-now); and ul and 
u2 are unexplained errors. ECS estimated coefficients "a" through "j". In 
equation (1), c was zero in every case except for alloy tool steel. See 
Chandler Statement, table 1. 
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products are individually responsive to both the domestic and import price. 
The independent variables (prices or industrial production) are lagged one 
year, which suggests a ~hort adjustment period. Some of the changes in total 
quantity demanded during 1975 and 1985 could not be explained by changes ·in 
industrial production, so a dummy variable was introduced for each of those 
years. The· two periods of 201 protection (1976- 79 and 1983-now) were also 
represented by separate dummy variables in the market composition \ 
equations. 1Q! · 

The structure of the model raises some·important questions. Several of 
these are considered here: 

1) ECS's market composition equation depends on prices alone, and not on 
the scale variable, industrial production. ECS acknowledges that this 
"forces domestic and import shipments to respond in the same way to 
changes in U.S. industrial production". £!! But ECS argues that its 
approach is appropriate since the earlier ITC work found, that imports 
contracted when industrial production increased. ECS believes the ITC's 
result was implausible, which suggested to them that the ITC model was 
misspecified. Nonetheless, there is no a priori reason to assume that 
the output elasticities of demand for domestic and foreign steel products 
are equal. In my opinion, any specification errors in the original ITC 
model should have been corrected without imposing this restriction. ECS 
responds further to this concern in point 1 of its "letter of April 23, 
1987 (attachment 2 to this memo). It appears, however, that ECS's 
response raises further doubt about the appropriateness of imposing this 
restriction, since it cites Crandall who found very different output 
elasticities for imported and domestic carbon steel products. 

Moreover, the FTC believes the market-demand.equation cannot be 
estimated properly without a price variable, which is true if the demand 
curve is not vertical. '1:J:J In an imperfect-substitutes model, it is 
doubtful that a "market-demand" equation comprisii:ig both goods at once 
can be properly specified, since units of the two distinct products 
(foreign and domestic) are not directly comparable in the eyes of 
consumers and so cannot be added up naturally. 

lQ/ Petitioners' Prehearing Brief, Appendix 2. 

£!! Petitioners' Prehearing Brief, Appendix 2 at 3. 

22/ FTC Posthearing Response at 13. 
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2) The use of dummy variables to capture unexplained movement in total 
shipments during specific years results in an artificially high R-squared 
"goodness-of-fit" measure. That is, the underlying theory of market 
demand (that it is determined solely by industrial production) would 
perform worse if tested without the dummy variables that are unmotivated 
by the theory. The reported R-squared statistics show that the market 
demand equations account for approximately 70 percent of the variation in 
total shipments. ~ In its letter of April 23, ECS points out that the 
R-squared statistic is not reduced much when the questionable dwnmy 
variables are excluded. When this is done, the remaining 
theory-motivated variables explain at least 60 percent of the variation 
in the dependent variable in each case, which should be considered quite 
good. 

3) T-statistics are used to evaluate the significance of coefficient 
estimates. T-values greater than 2 or less than -2 usually indicate that 
the null hypothesis that the true coefficient is zero can be rejected at 
a high confidence level. The results show that coefficients of 
industrial production are generally significant in the total demand 
equations. In the market composition equations, the coefficients of 
import unit value are 'significant, but with the exception of alloy tool 
steel, the coefficients of the domestic producer price are not 
significant. The coefficients of dununies for both periods of 201 
protection were significant only in the case of stainless bar and 
rod. ~ The proper critical t-value, however, might well exceed 2 (in 
absolute value) since ECS did an extensive specification search; which 
increases the probability of having higher t-values for purely random 
reasons. A specification search means testing many different 
combinations of possible dependent variables. ECS, in its attached 
letter, stresses that many of the.t-values are "much greater than 2, thus 
suggesting that the coefficients are significantly different from zero, 
even if there is a small bias in the t-statistics." f..2.,1 Nonetheless, 
t-values associated with coefficients of import unit value are 
sufficiently small (although greater than 2 in absolute value in all 

23/ Chandler Statement, table 4. 

~ Chandler Statement, table 4, and Petitioners' Prehearing Brief, Appendix 
2, tables 2-1 - 2-4. 

W Letter from Dr. Chandler ("Chandler Letter"), April 23, at 2 (attached), 
Chandler Letter, point 3. 
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industries except.alloy tool steel) that they raise questions about the 
statistical significance of those coefficients in every industry. 

4) The FTC, in its post-hearing submission, suggested that the ECS model 
did not include many important variables, such as steelworker wages, the 
price of energy, and the price of iron ore. These are supply-side 
factors, and become important if the total market demand curve is not 
vertical as assumed by ECS. Past published models of the steel industry 
have found it useful to include such variables. ~ ECS did test market 
demand equations that included such cost factors as the price of 
ferrochrome and nickel alloys, and found the coefficient on the cost 
variable to be statistically insignificant. ECS points out that these 
two alloys "explain most of the variation in specialty steel production 
costs." W The failure to include such variables does not necessarily 
result in biased coefficients of the variables tested. 

5) Respondent (Avesta) points out, in its post-hearing submission, that 
the ECS model fails to distinguish between VRAs on countries negotiated 
separately from 201 relief and covering many of the products subject to 
this investigation, and the quotas or tariffs provided by 201 relief, 
which affect primarily imports from Canada, Finland, Sweden, and Taiwan. 
This appears to be a valid and significant criticism. ECS used a single 
dummy variable for each of the 201 relief periods, and did not separately 
determine the effects of VRAs that cover approximately 80 percent of the 
flat products and have been in effect over much the same period. 
Therefore, forecasts based on use of this dummy variable implicitly 
suppose that the VRAs, as well as the 201 relief, will end if the ITC 
fails to grant the 203 extension. This, however, is not necessarily so. 
Respondent claims that this causes the forecasts to overstate the 
increase in import penetration that will result from termination of the 
201 relief. To this extent, respondents argue, the forecasts should be 
seriously discounted. l.!!J ECS responds that entry of new exporting 
countries, excess capacity among non-VRA countries, and "leakage" (trade 
diversion) of global excess supply through the non-VRA countries will 

26/ Gene Grossman, "Imports as a Cause of Injury: The Case of the U.S. Steel 
Industry," JIE, 1986, and Douglas Webbink, "Factors Affecting Steel Employment 
Besides Imports," Bureau of Economics Working Paper No. 128, FTC, 1985. 

27/ Chandler Letter at 3, point 4. 

28/ Respondents' Posthearing Brief at 6-8. 
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make the VRAs, in the absence of 201 relief, ineffective. Thus, the full 
effects of the VRAs and 201 protection combined should be attributed to 
the 201 relief alone. ~ ECS's response makes sense, although the 
truth may well lie somewhere in between. 

6) The FTC observed, in partial response to a question from Commissioner 
~ekes, that ECS did not consider-the effect of the falling dollar on 
probable import prices over the next 3 years. lQ/ Rather, ECS assumed 
import prices absent extended relief would remain at their 1986 levels 
during the forecas·t period. Since the effect of past dollar depreciation 
shows up in import prices with a lag, the.FTC believes it might be more 
reasonable to assume somewhat higher import prices in the future. ECS 
responds that since alloys accounting for much of the value-added are 
traded globally and sold in dollar terms, any relative exchange rate 
effect on imported product prices is offset by lower input costs. ~ 
More significantly, ECS did not use a price channel at all in making its 
forecasts, so even if import prices are higher than assumed, this 
seemingly would not alter ECS's forecasts (see discussion under section 
I, Forecasts Contrasted). 

Federal Trade Commission 

The FTC model, prepared by Dr. David Tarr, fully specifies both demand 
and supply equations for each of four markets: domestic and foreign flat 
products (sheet and strip, and plate), and domestic and foreign non-flat 
products (rod and bar, and alloy tool steel). Supply equations depend only on 
the product's own price, whereas demand equations depend on both the product's 
own price and the price of its imperfect substitute. The imperfect substitute 
of the domestic product, for example, is the same type of imported product. 
Like ECS, the FTC assumes the domestic market is competitive. They observe 
that if this is not the case, their conclusions will have understated the 
price effects of market-share quota relief and the ass9ciated consumer and 

~ Chandler Letter at 3-4, point 5. Interestingly, the FTC makes the same 
assumption as ECS since the FTC model treats import supply as perfectly 
elastic in the absence of the 201 relief. See discussion, page 17. 

lQ/ FTC Posthearing Response at 13. 

~ Chandler Letter at 6, point 6. 
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social welfare costs ~ (see section III below for a discussion of the 
conditions of competition). 

The FTC did not econometrically estimate the own-price or cross-price 
elasticities of demand, or the elasticities of supply. Rather, for demand 
elasticities, they relied on 1981 estimates by Robert Crandall for related 
products. Thus, estimates for cold-rolled carbon-steel sheet and plate were 
used for flat products (stainless steel sheet and strip, and plate), and 
estimates for carbon-steel rod were used for non-flat products {stainless 
steel bar and rod, and.alloy tpol steel). For domestic supply elasticities, 
capacity utilization was used to establish plausible short-run values. 
Specifically, a price increase of one percent was assumed to lead to a 5 

_ percent increase in domestic quantity supplied of flat products, and to a 100 
.. percent increase -- a doubling -- of quantity supplied of non-flat products. 

Import supply of flat products was treated as perfectly elastic (which implies 
a fixed import price), whereas import supply of non-flat products was treated 
as.vertical due to the existing 201 quotas. llf In the absence of the 201 
quotas, the import price of non-flat products was also treated as fixed. The 
import prices of non-flat products absent the.201 quotas were estimated using 
Japanese customs clearance data adjusted for U.S. base tariffs, and for 
apparent quality differences between Japanese exports to the United States and 
Japanese exports to the rest-of-the-world. ~ 

The model has been subjected to considerable criticism by ECS. An 
assessment of the criticisms follows: 

1) ECS argues that the FTC ought not to use an imperfect-substitutes 
model since "past experience suggests that [U.S. consumers] are unwilling 
to pay a premium for [their] preference [for the domestic 
product]."~ This criticism is odd in light of ECS's own choice of an 
imperfect-substitutes model, wherein consumers alter their relative 
consumption of imported and domestic product in response to a change in 

32/ Tarr Appendix at 7-10. 

33/ Tarr Appendix at 10-13. 

34/ Tarr Appendix at 14-16. 

35/ Petitioners' Posthearing Brief, Appendix 1 at 4-5. 
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relative price.· l§.1 In fact, the cross-price elasticities implicit in 
ECS's econometric work are smaller than those used by the FTC. 'l1J When 
staff pointed this out to Dr. Chandler, he observed that more narrowly 
defin~d.domestic and imported items produced to identical specifications 
would be perfect substitutes, but that in the broader product classes 
(such as all sheet and strip) changes in product mix might account for 
some apparent price changes and lead to lower estimated cross-price 
elasticities. 38/ 

Nonetheless, ECS relied on its estimates (using low cross-price 
elasticities) to generate forecasts it asks the Commission to accept. If 
higher levels of product aggregration lead to lower cross-price 
elasticities, then the FTC would be similarly justifi~d in using lower, 
not higher (as urged by ECS), cross-price elasticities than did ECS. 

~ Based on a theoretical method of checking the consistency of cross-price 
elasticity estimates with those of own-price elasticity estimates, the 
cross-elasticity of import demand with respect to the domestic price for 
non-flat products used by the FTC appears doubtful. The FTC did, however, try 
a more realistic value of 1.8 and reported that the conclusions were not 
substantially affected. See FTC Prehearing Brief, Appendix at 11, n. 10. For 
an explanation of the theoretical technique, see Donald Rousslang and Stephen 
Parker, "Cross-Price Elasticities of U.S. Import Demand," The Review of 
Economics and Statistics, August 1984. 

'l1J For instance., the ECS estimates imply a cross-price elasticity of 
domestic demand with respect to import price of 0.22 for bar and rod, and 0.20 
for tool steel, whereas the FTC assumed a value of 0.63 for non-flat 
products. The FTC's value should be compared to a weighted average of ECS's 
values (which must thus be between 0.20 and 0.22). See table 1, note 2, page 
13 for volume weighted averages of all of ECS's implicit elasticities. 

~ Telephone conversation with Dr. Chandler, April 24, 1987. Dr. Chandler 
also arranged for Mr. Joseph Minton, Vice President of Al Tech Specialty Steel 
Co., to speak to Commission staff on April 29, 1987 by telephone. Mr. Minton 
offered a marketing perspective on the fungibility of domestic and imported 
specialty steel products. He asserted that 80 percent of the market is 
comprised of products for which imports are fully substitutable. In the 
remaining 20 percent of the market, comprising the most sophisticated products 
such as aircraft parts, domestic producers have an advantage because consumers 
strongly prefer to be located close to the mill so as to participate in 
quality control efforts and for other reasons. 
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This is because the FTC model aggregates all products under investigation 
into two markets (flat and non-flat), whereas the ECS model is less 
aggregated, estimating demand for four markets. 

ECS also suggests that quotas (VRAs and 201 relief) make any 
econometrically estimated cross-price elasticities unreliable by 
restricting the quantity-response of imports. l2J It is not obvious to 
me why this would be so. Import prices may.still adjust so that both 
markets are in equilibrium .. The resulting data points could be 
appropriately assessed using regression techniques. 

2) ECS challenges the FTC's use of Dr. Crandall's demand elasticities, 
since these were estimated for carbon steel and not specialty steel 
products. Petitioners contend that 

the differences between conditions facing the carbon 
and specialty steel industries are so substantial that 
estimates developed primarily for the carbon steel ' 
industry are likely to have very little relevance with. 
respect to specialty steel. 40/ 

Staff verified that Dr. -Crandall agrees with the petitioners' 
contention. 41/ 

Because of persuasive doubts raised about the appropriateness of the 
FTC's choice of elasticities, staff asked the FTC to run their model 
again using the demand elasticities implicit in ECS's econometric work. 
The results of this exercise are reported in tables 1 and 2, which 
correspond to tables 1 and 2 in the appendix of the FTC's Prehearing 
Brief. Because of the lower cross-price elasticities estimated 
implicitly by ECS, the increase in domestic demand·associated with 
extended relief is less in the FTC's revised estimates than in their 
original estimates. This in turn cau~es the forecast employment effect 
of the relief to be smaller, and the consumer and social cost per job to 
be larger. 

l2J Telephone conversations with Dr. Chandler, April 21 and 24, 1987. 

~ Petitioners' Posthearing Brief, Appendix 1 at 5. 

'41/ Telephone conversation with Dr. Crandall, April 19, 1987. 
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Table 1 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

REVISED FTC ESTIMATES OF ANNUAL GAINS TO CONSUMERS 
AND THE ECONOMY FROM REMOVAL OF THE TARIFFS AND QUOTAS 

(thousands of 1986 dollars) 

COMBINED FLAT PRODUCTS NON-FLAT PRODUCTS 

Gains to Consumers 36,600 14,800 21,800 

Losses of Domestic 3,200 3,100 100 
Producers 

Recaptured Quota Rents 21,200 0 21,200 
from Foreigners 

Reduction in Tariff 11,400 11,400 0 
Surcharge Revenue 

Increase in Revenue 1,900 1,400 500 
from Base Tariffs 

Terms of Trade Loss 200 600 (400) 
(Gain) 

Gains to the Economy 23,700 1,100 22,600 

Notes: 1) See footnote to table 1, FTC Prehearing Brief, Appendix, for 
discussion of this table. 

Source: 

2) In these cal~ulations, the FTC used value weighted averages of 
the various de~and elasticities estimated by -ECS for the two flat 

. products (sheet and strip, and plate) and the two non-flat products 
(bar and rod, ~nd tool steel). Elasticities with the. wrong sign, if 
statistically insignificant, were set equal to zero. Using the 
FTC's notation (see FTC Prehearing Brief, Appendix at 9), the 
elasticities used here were: 

Flat Non-flat 
el -0.156 -0.65 
e2 0.234 0.211 
e3 0.876 0 
e4 -1.41 -0.476 

FTC calculations, using ECS's elasticity estimates, prepared at 
Commission staff request. 
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REVISED FTC ESTIMATES OF THE ANNUAL COST 
TO CONSUMERS AND THE ECONOMY FOR ·EACH JOB PROTEC.TED 

(thousands of 1986 dollars) 

COMBINED FLAT PRODUCTS NON-FLAT PRODUCTS 

Costs to Consumers 202.7 102.1 697.8 
per Job 

Costs to the Economy 128.6 10.4 717.5 
per Job 

Notes: 

Source: 

1) See footnote to table 2, FTC Prehearing Brief, Appendix, for 
discussion of this table. 

2) See note 2 to table 1, previous page, for elasticity estimates 
used to generate these forecasts. 

3) The costs per job reported in this table are based on a 
projected loss of 118 jobs in the flat products industry and 60 jobs 
in the non-flat products industry if the current relief is not 
extended. 

FTC calculations, using ECS's elasticity estimates, prepared at 
Commission 'staff request. 
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3) The FTC concluded, in its original forecasts, that a $266 reduction 
in the import price of non-flat products predicted if 201 relief lapses 
would lead to a $2 reduction in the price of the domestic product. 42/ 
The domestic price is not much.affected by even a drastic reduction in 
demand in the FTC model because the FTC assumes the domestic non-flat 
product supply price is almost fixed. Based on criticism (1), ECS 
asserts that a reduction in import price would in fact lead to an 
approximately proportional reduction in the domestic price. ~ My 
calculations u~ing ECS's model show that, in the absence of domestic 
market power, ECS's a~sertion implies a domestic supply elasticity for 
non-flat products of less than 0.35. This is an extremely steep supply 
curve given the amount of unutilized capacity. Such an inelastic 
domestic supply curve also contradicts ECS's own statement that 

past experience suggests that the presence of 
substantial excess capacity ensures that both domestic 
producers and importers can increase their shipments 
in response to very small changes in prices, and that 
therefore both domestic producers and importers have a 
very high elasticity of supply. 44/ 

It is possible that the domestic supply curve is somewhat more inelastic 
with respect to price reductions than with respect to price increases. 
This might arise if a small price reduction led many firms to close .down 
because the new price would fall short of variable average cost. 

4) ECS charges that the FTC model gives implausible results since a 
reduction in import price leads to lower total consumption of specialty 
steel. ~ The FTC result arises because an import price reduction 
causes such a large decline in quantity-demanded of the domestic product 
along the (essentially) horizontal domestic supply curve. That a 
reduction. in one. of the prices can induce a decline in "market demand" 
illustrates why the concept of "market demand" for a differentiated 

':!:11 Tarr Appendix at 14-16. 

~ Petitioners' Posthearing Brief, Appendix 1 at 7. See also Chandler 
Letter at 5. 

1:!!±./ Petitioners' Posthearing Brief, Appendix 3, at 1. 

~ Petitioners' Posthearing Brief, Appendix 1 at 5-6. 
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product might be misleading. See page 6, point 1 in the previous 
sub-section on ECS's model. 

5) ECS raises a significant question about.the FTC's calculation of 
import price. The FTC used Japanese prices of non-flat products in 1982 
as a pre-quota base year, and noted that_ exports to the United States 
were at a 19.7 percent premium over average export prices to all other 
countries. They interpreted the premium as evidence that exports to the 
United States were of higher quality than exports elsewhere. This means 
that the product mix exported to the United States favored higher unit 
value sub-products within the broader category of all non-flat products. 
The 19.7 percent premium was then applied to current Japanese export 
prices to estimate what the price to United States would be absent 
quotas. ~ ECS argues that since one effect of quotas is to increase 
the average quality of imports, the current quality premium should be in 
excess of 19~7 percent.~ This suggests that the FTC has 
overestimated the social loss attributable to the quota because, at the 
higher post-quota prices, consumers were actually receiving higher 
quality product. 

6) ECS has criticized the FTC's estimates of social cost as based on a 
static rather than a dynamic model. ~ It would be marginally better 
to have a dynamic model, but immensely more complicated to construct. 
Use of static models in applied welfare economics is standard fare.· A 
dynamic model takes into account the effects on consumer prices of 
investment and entry induced by continued relief. Over time, domestic 
supply becomes more elastic in response to an increase in demand, and the 
price falls somewhat. This is because the higher price encourages new 
entry and investment, so production increases. In the current case, 
dynamic price effects are probably negligibie if relief is extended for 
only 3 years. This is because few entrepreneurs will find short-term 
import relief a sufficient incentive to acquire capital that must remain 
profitable over its entire useful life, which is far in excess of 3 
years. ECS argues that production costs have fallen significantly during 
the current period of 201 relief, particularly for non-flat products, and 
that this suggests substantial dynamic price reductions attributable to 

46/ Tarr Appendix at 14-15. 

47/ Petitioners' Posthearing Brief, Appendix l' at 8. 

48/ Petitioners' Posthearing Brief, Appendix 1 at 1-4. 
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investment and modernization. !±1/ Although the reported cost reductions 
take into account reductions in the cost of raw materials, they do not 
adjust for lower wage costs as contracts have been renegotatiated. More 
seriously, petitioners fail to show that the 201 relief caused higher 
rates of investment than otherwise would have occurred. Most of the 
investments over this period responsible for cost reductions may have 
taken place anyway as old, worn-out equipment was replaced and modernized. 

One other important comment about the FTC's work should be added to the 
above list of ECS's criticisms. As with ECS's model, the FTC model does not 
attribute any effect to the separately negotiated VRAs (see page 8, point 5). 
The adjustments to world price reflected in the FTC's import supply equations 
do not include any premium for the effect of the VRAs. Thus, the FTC's 
concept of permitting the quotas on non-flat products to expire is to allow 
the U.S. price to fall to the world price (adjusted for base tariffs and 
quality premiums).~ Since 80 percent of flat products, and between 20 and 
45 percent of non-flat products under investigation are covered by VRAs, the 
supply curve representing all U.S. imports might be upward sloping. On the 
other hand, the import supply curve would be horizontal, as in the FTC model, 
if supplies from non-VRA countries are extremely elastic. This might be 
reasonable in view of excess capacity in the non-VRA countries (as claimed by 
ECS). Alternatively, trade diversion caused by selective U.S. protection 
would also result in a highly elastic U.S. import supply. For instance, if a 
non-VRA country (say, Sweden) increased her imports from·VRA countries (say, 
the European Community), Sweden could maintain her domestic consumption while 
simultaneously increasing her exports of Swedish steel to the United States. 
Import restrictions that apply to some but not all countries are of 
notoriously limited effectiveness because of such induced changes in the 
pattern of global trade. The FTC apparently has assumed implicitly some such 
reason. 2!f 

III. MARKET POWER AND MARKET-SHARE QUOTAS 

As mentioned in the introduction, petitioners have proposed converting 
the tariffs on flat products and the quotas on non-flat products into 

49/ Petitioners' Posthearing Brief, Appendix 1 at 1-4. 

50/ Tarr Appendix at 13-16. 

2!J Cf. to discussion of point 5 on page 8 under previous section on ECS's 
model. 
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market-share (MS) quotas selected so as to result in the same volume of 
imports as the current 201 relief. ~ MS quotas, however, allow domestic 
firms to exploit any market power more than under either tariffs or straight 
quantity quotas. The exercise of market power will mean higher domestic 
prices to consumers, less domestic production, and a greater net social cost 
of the relief. Although the domestic market clearly would not be monopolized 
under MS quotas (in every case, there is more than one producer), 
barriers-to-entry and market concentration nonetheless might permit ·the 
exercise of some market power. The FTC has urged the ITC to use its internal 
information to assess potential market power and determine if the MS quotas 
proposed by petitioners are consequently more restrictive (from the consumer 
perspective) than the existing tariffs . .21J 

Capital costs alone do not constitute entry barriers, if any firm willing 
to pay the costs can enter production on equal terms. On: the other hand, it 
is possible in heavily capitalized industries such as specialty steel that 
efficient new entry into the industry also takes considerable time. If so, 
temporary relief extended over the next 3 years would confer short-term market 
power on existing domestic producers until new entry could occur. 
Furthermore, prospective entrants must acquire capital anticipated to be 
profitable over its useful life, of which the relief period is only a small 
part. Thus, temporary relief is unlikely to make many new investments 
profitable that would be otherwise unprofitable. Since so much excess 
capacity currently exists, exit appears more probable than new entry. 

A highly concentrated industry is necessary for the exercise 'of market 
power. Industry concentration is de~ermined by the number and relative size 
of producers. The most common measure of concentration is the Herfindahl 
index. W This index is widely used, for instance, by bo~:h the FTC and the 
Justice Department in enforcing antitrust laws. The Herfindahl ·score is the 
sum of the squares of the market share of each firm. Higher values· of the 
index correspond to greater concentration. A perfectly competitive industry 
would score zero whereas a fully monopolized industry would score 10,000. The 
following table reports minimum values of this index using ·imP.ort market share 

52/ Petitioners' Prehearing B·rief at 34-36 .· 

53/ FTC Prehe·aring'Brie·f at 10-13. 

W For a more detailed discussion of the Herfindahl index, see for instance, 
G. Stigler, The Organization of Industry, Chicago: Univ. of Chicago Press 
(1968), Chapter 4. 
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HERFINDAHL INDICES 
(minimum values) 

Sheet and strip 
Without imp9rt relief: 
With reliefs 

Plate 
Without relief: 
With relief: 

Bar 
Actual, 1986: 

Wire rod 
Actual, 1986: 

Alloy tool.steel 
Without relief: 
With relief: 

1700 
2000 

1140 
1250 

1230 

4820 

430 
600 

1) The Herfindahl index is the sum of the squares of the market 
shares of each producer. 

2)'1;l\e reported scores should be· interpreted as minimum values, so 
the domestic indus_tries are at least as concentrated as is indicated 
here. This is true for two reasons. 

First, to arrive at the reported scores, the import share of 
the market, and the share accounted for by producers not identified 
by the Commission staff, add zero to the index. This is equivalent 
to assuming that there are numerous foreign firms, and numerous 
domestic firms comprising the uninvestigated domestic producers' 
share (see Report at A-20 - 21). If, in fact, imports or 
unaccounted domestic shipments are from relatively few firms, then 
the reported index will understate the true level of concentration. 

Second, to .the extent the domestic and· imported products are 
not perfect substitutes, the reported scores will understate the 
degree of concentration in the market for the domestic product, 
since the size of the ma~ket is, in effect, smaller than assumed 
here. 

Calculated from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 
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ratios projected by Ecs· (for the bar and rod industries, 1986 import. 
penetration was used, since petitioners did not disaggregate their projections 

-"·into two products). 

The indices show that the sheet and strip, and wire rod industries are 
most highly concentrated, and thu~ most susceptible to exercise of market 
power. 

To better understand the significance of these numbers, consider the 
Justice Department's 1984 Merger Guidelines which reflect how the Justice 
Department views the relationship between industry concentratio~ and market 
power. The Guidelines treat industries with Herfindahl scores of less than 
1000 as sufficiently competitive that a suit to stop a merger WO}lld be 
extraordinary. From 1000 to 1800, the Guidelines assert that suits are likely 
if the merger increases the score in excess of 100 points, and above 1800, a 
suit is likely if the merger increases the score in excess of SQ·, points. 

Richard Boltuck 

cc: The Secretary 
Director of Operations 
Director of Investigations 
General Counsel 
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Attachment 1 

THE SHAPE OF THE SUPPLY CURVE IS IRRELEVANT 
IN DETERMINING QUANTITY IF THE DEMAND CURVE IS VERTICAL 

. . 
Pri c.e. 

D 

1 •• ·.··' 



EE ECONOMIC CONSULTING SERVICES INC. 

Mr. Richard Boltuck 
Economist 
Off ice of Economics, 

Research Division 
·U.S. International Trade 

Room 314 
701 E Street, N.W. 
Washington, D.C. 20436 

Dear·Mr.-Boltuck: 

April 23, 1987 

• Commission 

As WE discussEd in our recent telephone conversation, I 
have prepared a brief written response to the mos.t important 
issues that iou raised. These points ar& as follows. 

1. Aggregatior. of imports and domestic shipments in a 
single aggregate demand function: You noted that I aggre­
gated imports and do~estic shipments into a single aggregate 
demand !unction, with a single elasticity with respect to 
growth; rather than estimating separate import and domestic 
demand functions. As I noted in our telephone conversation 
and my testimony, while certain customers may have a slight 
preference for domestically produced products rather than 
imports, in practice U.S. consumers are unwilling to pay a 
premium for domestically produced products. Domestically 
produced and imported stainless steel products made to the 
same product specifications can be and are used 
interchangeably. Therefore, if a customer has c~rtain 
volume requirements, that customer will ultimately have to 
secure those volume requirements from either imported or 
domestically produced material. Finally, the aggregation of 
domestic and import shipments, and the treatment of the pro-

. ducts as fungible, is clearly consistent with prior 
ColMlission practice and prior ColMlission decisions in every 
case covering specialty steel products. (See p. A-11 of the 
May 1983 ITC 201 report.) 

1· would also like to note that allowing domestically 
produced and imported products to respond differently to 
economic growth imp-lies that economic growth, per ~, can 
lead to a shift in import market share. This can be 
illustrated using the elasticities of import demand with 
respect to production obtained by Robert Crandall, the source 
relied upon by the FTC. Crandall estimates that import 
elasticities of demand with respect to industrial production 
range from 2.01 for structural carbon steel to 7.16 for hot 
rolled carbon steel sheet, while the elasticity of domestic 

1320 NINETEENTH STREET. N.W.,'NASHINGTON. D. C. 20036 C202> 466-7720 
TELECOPIFR l~f'l?l ~;:-i::.'l7'1" ,.,..,v ................... --~-
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demand with respect to industrial production ranges from 
0.63 for carbon steel bars to 1.24 for hot rolled carbon 
steel sheet. I cannot endorse these estimates, since they 
apply to carbon steel products. But, if imports do respond 
more sharply to economic growth than do domestic shipments, 
import market share would tend to increase over time as the 
economy grows. This would imply eyen higher import market 
shares than those contained in our projections, thereby wor­
sening the economic effects on the domestic industry of ter­
minating import relief. 

2. Impact of Dummy Variables on R-Square Values: We 
re-ran the regressions for industrial demand excluding the 
dummy variables for 1974/1975 and 1985 onward. The R-square 
values fell as follows: 

R-Square Values 

with dummy without dummy 
variables variables 

El1eet and strip 0.69 0.61 

plate 0.64 0.61 

bar and rod 0.65 0.62 

alloy tool steel 0.74 0.71 

I do not believe that these changes in R-square values are 
sufficient to cause concern. If you wish, we can provide 
alternative forecasts based on equations that exclude the 
two dummy variables in question. 

3. The possibility that estimating several different 
model specifications could change the interpretation of the 
t-statistics: In addressing this point, 1 would like to 
stress that (1) the results are generally consistent across 
different model specifications and (2) many of the t­
statistics are much greater than 2, thus suggesting that the 
coefficients are significantly different from ze~o, even if 
there is a small bias in the t-statistics. On balance, I 
would argue that exploring several different specifications 
as a consistency check is a sensible procedure for examining 
the robustness of the estimation results. By this measure, 
our results stand up quite well. 

4. Treatment of Supply Side Effects: As I noted in our 
telephone conversation, we estimated two-stage least squares 
coefficients for each of the apparent consumption functions 
that incorporated the most important supply-side variables. 
These equations included domestic prices, and used the 
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average unit value of imports, the price of ferrochrome and 
the price of nickel as instruments. The response to changes 
in industrial production obtained using the two-stage least 
squares procedures were broadly consistent with those 
obtained excluding the price variable, and would have 
yielded similar forecasts of industrial deQand. 

Finally, I would like to note that the variables 
that we included as instruments explain most of the 
variation in specialty steel production costs. Labor, for 
example, while an important cost factor for carbon steel, 
accounts for less than 10 percent of the total cost of pro­
ducing the most important specialty steel products, and 
labor costs per unit have been declining over time due to 
major improvements in productivity. Similarly, iron ore 
prices (which were used by Dr. Tarr in developing his pro­
jected impacts from exchange rate effects) play little if 
any role, since (1) no iron ore is used in the production of 
specialty steel and (2) the alloying metals are a much 
larger component of total production costs than iron. 

5. Treatment of VRAs: There are two key issues with 
respect to VRAs: (1) their treatment in the estimation pro­
cess and (2) their treatment in generating forecast import 
market shares. With respect to the first of these issues, 
you correctly pointed out that we did not differentiate bet­
ween the effects of the 201 relief and the supplemental 
effects of the VRAs. This is largely due to the fact that 
the VRAs did not have a significant net impact during the 
period used to estimate the model: any reductions in imports 
due t:o the VRAs in the last part of 1986 were offset by the 
increase in imports in anticipation of the VRAs during late 
1985 and early 1986. I would also like to note that the 
VRAs are a much less significant factor for _the long pro­
ducts than the flat products. 

With respect to the second issue, the treatment of VRAs 
during the forecast period, our forecasts are based expli­
citly upon our belief that the effectiveness of the VRAs 
will be largely neutralized by a failure to extend the 201 
relief in the manner requested by the Petitioners. There 
are at least four reasons for this: (1) there are a number 
of key foreign suppliers that are not covered by VRAs: (2) 
the existence of global excess capacity, particularly on the 
part of countries that currently export specialty steel to 
the United States: (3) the likely entrance of countries that 
do not yet export to the United States, but which have the 
capability .of producing more specialty steel than their 
domestic markets can absorb; and (4) the fact that certain 
of the restraint prov.isions included in the VR.~s are suscep­
tible to "leakage" (for example, imports in sor:ie cases have 
to exceed the VRA levels by 10 percent over an annual period 
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.before triggering undefined action on the part of the United 
States). These four factors, coupled with past experience 
that clearly indicates that imports can surge rapidly in the 
absence of import restraints, imply that the failure to 
close the gaps in the country coverage of the existing VRAs 
would allow substantial and growing imports from uncovered 
countries, would encourage evasion of VRA restraint levels, 
and would therefore largely undermine the ef f~cts of the 
VRAs. • · 

6. Exchange Rates: You indicated some concern that we 
used 1986 as the base year for the relationship between 
import and domestic prices, and that therefore we did not 
allow for the fact that the strengthening of the dollar may 
push up import prices. First, the value of the dollar had 
already fallen by ~ substantial amount by 1986. Second, we. 
made the decision to use 1986 prices as the basis for our 
forecasts because of an explicit desire to avoid the uncer­
tainties associated with forecasting either domestic or 
import prices into the future. Alternative approaches are 
not likely to have affected our results significantly for 
the following reasons: 

most of the inputs that go into the productioP- of 
specialty steel (including ferrochrome, nick~l. 
molybdenum, stainless steel scrap) are traded in 
world markets and in dollar-denominated terms, and 
are not affected to a significant degree by changes 
in the value of the dollar. Therefore, the depre­
ciation in the value of the dollar is not likely to 
have a significant impact on relative production 
costs in fhe United States and other countries. 

many of the key foreign suppliers, particularly 
countries .not covered by the VRAs, are countries 
whose currencies have not depreciated significantly 
with respect to the dollar. These countries include 
Canada and most of the Pacific Rim countries. 

despite the recent fall in the value of the dollar, 
the trade-weighted value of the dollar is at or 
about the same level that existed during the 
1980-1982 period, a period in which the Commission 
found that increasing imJ>orts were seriously 
injuring the domestic specialty steel industry: and 

even if the depreciation of the dollar does have an 
effect on import prices, the key question is the 
difference between import levels with restraints and 
without restraints. Since the value of the dollar 
will be the same under both alternatives, the value 
of the dollar is not likely.to affect the difference 
between import levels with and without restraints. 
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Finally, I have a couple of closing comments with 
respect to the competitiveness issue. First, I was not 
surprised that Dr. Tarr's model did not yield plausible 
results when the specialty steel industry is treated as a 
monopoly, and obviously agree with his conclusion that 
• •.• the industry does not act as a perfectly collusive 
oligopoly ••• a (FTC response to Chairman Leibeler's 
Questions, p. 1.) In fact, I woui~ go further and state 
that the entire notion of the specialty steel industry 
acting in an oligopolistic fashion \s a classic red herring. 

On the other hand, I have to disagree stro~gly with 
another conclusion put forth by Dr. Tarr. In response to my 
statement that a $260 decrease in import prices for long 
products would force a comparable decrease in domestic 
prices, rather than the $2 decrease predicted by his model, 
Dr. Tarr contended •it ... the industry is capable of . 

. lowering its prices by $260 per ton, then there is ~ome evi­
dence of non-competitive pr:. cing." (FTC Response to 
Chairman Leibeler's Q~estions, pp. 3-4). A~ the data 
collected by the Collllllission show, operating profit rates in 
the long products are marginal at best (averaging only 3.3% 
on sales in 1986 based on the ITC questionnaire responses of 
the Petitioners), pro?ijing no evidence of super-normal 
monopoly profits. Therefore, while the domestic industry 
would be forced to lower its prices sharply in rc3ponse to a 
$260 drop in import prices, the price decline would lead to 
persistent economic losses rather than to the mere reduction 
in the profits of collusive producers. The optio~s of the 
domestic industry would be, quite simply, to.either lower 
their prices by approximately the same amount as the 
decrease in import prices or to suffer substantial and 
growing losses in market share. Either option would lead to 
operating losses. 

I hope that these comments are helpful. Please call me 
if you have any questions or if I can be of any further 
assistance. 

Sincerely ~ 

f§! Ller- /{"(_ 

Vice President 
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INFORMATION OBTAINED IN THE Il\!VESTIGATION 

Introduction 

On January 14, 1987, the Specialty Ste~l Industry of the United States 
(SSIUS) and the United Steelworkers of America (AFL-CIO) filed a petition with 
the Commission, pursuant to section 203(i)(3) of the Trade Act of 1974, 
requesting that the Commission institute an investigation in order that it 
might advise the President of its judgment as to the probable economic effect 
on the domestic specialty steel industry of the termination of the import 
relief program provid~d to the specialty steel industry by Presidential 
Proclamation 5074. !/ The petitioners asked that the Commission recommend to 
the President that such relief be extended for 3 years for all products 
currently covered by the program at a level no less than the level currently 
in effect. The import relief presently in effect is scheduled to end on July 
19, 1987. 

This relief was proclaimed following an inve~tigation completed by the 
Commission in May 1983 (investigation No. TA-201·-48) '!:./ under section 201 of 
the Trade Act of 1974. In that investigation, the Commission determined that 
bars; wire rods; and plates, sheets, and strips, not cut, not pressed and not 
stamped of stainless steel or certain alloy tool steel, provided for in items 
606.90, 606.93, 606.94, 606.95, 607.26, 607.28, 607.34, 607.43, 607.46, 
607.54, 607.72, 607.76, 607.88, 607.90, 608.26, 608.29, 608.34, 608.43,. 
608.49, 608.57, 608.64, and 609.45 of the Tariff Schedules of the United 
States (TSUS), were being imported into the United States in such increased 
quantities as to be a substantial cause of serious injury to the domestic 
industries producing articles like or directly competitive with the imported 
articles. 

Public notice of the investigation and hearing was given by posting 
copies of the notice in the Office of the Secretary, U.S. International Trade 
Commission, Washington, DC, and by publishing the notice in the Federal 
E..fillister of February 4, 1987 (52 F.R. 3501). "l./ 

The Commission's hearing was held in Washington, DC on April 2, 1987. 1/· 
The Commission held a public briefing on the investigation May 7, 1987, and 
reported its advice to the President on May 15, 1987. 

Description and Uses 

The products 

For tariff purposes stainless steel is an alloy steel containing, by 
weight, less than 1 percent of carbon and over 11.5 percent of chromium 

11 A copy of Proclamation No. 5074 is presented in app. A. 
~/ Stainless Steel and Alloy Tool Steel: Report to the President on 
Investigation No. TA-201-48 Under Section 201 of the Trade Act of 1974, USITC 
Publication 1377, May 1983. 
11 A copy of the Commission's notices are presented in app. B. 
Y A list of the witnesses appearing at the public hearing is presented in 
app. C. 
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(headnote 2(h)(iv), part 28, schedule 6). Generally manufactured from scrap 
by means of electric furnaces, stainless steel may include such alloying 
elements as nickel, molybdenum, and manganese, all of which are either {1) 
added to the melt when the furnace is being charged, (2) added during melting, 
or (3) added after tapping but before pouring from ladle to ingot mold or 
continuous caster. The alloying ingredients can improve performance under 
chemtcal or temperature stress and impart corrosion resistance to the product. 

Stainless steel can be readily fabricated or welded and c~n be tempered 
to exceed the strength of ordinary carbon steel. It can be produced in an 
attractive silvery color in dull, brushed, or polished finishes. It is used 
extensively in the food, chemical, textile, pollution control, and electric 
power industries in applications that require exceptional resistance to 
oxidation and/or corrosion. 

The stainless steel and alloy tool steel products 1/ that are the subject 
of this investigation include the following: (f) stainless steel sheet and 
strip, and stainless steel plate; (2) stainless steel bar and stainless steel 
wire rod; and (3) ·tool steel products. 

~tainless steel sheet and strip, and stainless steel plate.~Stainless 
steel sheets and strip are flat-rolled steel products produced by passing 
slabs or sheet bars through a series of reducing rolls on continuous or hand 
mills. They are generally considered to be finished products and are 
distinguished from other flat-rolled products by their 'dimensions. The TSUS 
defines sheets as "flat-rolled products whether or not corrugated or crimped, 
in coils or cut to length, under 0.1875 inch in thickness and over 12 inches 
in width" and strip as "a flat-rolled product whether or not corrugated or 
crimped, in coils or cut to length, under 0.1875 inch in thickness, and, if 
cold-rolled, over 0.50 inch but not over 12 inches in width, or if not 
cold-rolled, not over 12 inches in width" (headnote 3(g) and (h), part 28, 
schedule 6). 

Stainless steel sheets and strip are produced primarily on continuous 
mills. In this production process, slabs are conditioned and rolled into coil 
form on a continuous hot strip mill. The coil then is annealed, through 
either the continuous or the batch anneal process, descaled, and cold-reduced 
to a specified thickness. The product is subsequently further annealed, and 
descaled, and may be cut to length. To obtain improved surface and mechanical 
properties and lighter gages, the material is cold-rolled. Cut lengths then 
can be flattened by roller leveling or stretcher leveling. 

ll A sheet product for use in catalytic converters was developed in 1974 to 
provide a low-cost material which was heat- and corrosion-resistant. The 
material is classified as grade 409 stainless steel by the American Iron & 
Steel Institute. However, the product contains less than 11.5 percent 
chromium and, therefore, is within neither the TSUS definition of stainless 
steel, the products covered by the import relief, nor the scope of this 
investigation. 
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Stainless steel sheets and str;ip produced on hand mills are rolled from 
sheet bars. This process, although it has been almost totally replaced by the 
continuous method, is important in producing certain grades of stainless steel 
that are difficult to roll on the continuous mill and certain widths exceeding 
the limits of the continuous mills. In this process, the product is rolled in 
lengths, annealed, and descaled. It may then be subjected·to further 
oper~tions, in~luding cold-reduction, annealing, descaling, and light 
cold-rolling . 

The TSUS defines plates (headnote 3(g), part 28, schedule 6) as 
"fiat-rolled products· whether or not corrugated or crimped, in coils or cut to 
length, 0 .1875 inch or more in thickness and . . . over 12 inches in width. 11 

The manufacturing process for stainless steel plates is similar to that for 
stainless steel sheets and strii:r-hot-rolling from slabs~after which the 
plate is usually annealed and pickred. In contrast to stainless steel sheets 
and strip, which are usually cold-rolled, stainless steel plates are generally 
shipped in hot-rolled, pickled form. 

Important ap~lications for stainless steel sheets are in food-processing 
equipment, chemical fertilizer tanks, liquid gas storage tanks, hospital 
equipment, and defense material. Stainless steel strip is used in 
automobiles, appliances; industrial equipment, and defense applications. 
Stainless steel plates are sold in various grades and finishes, and are most 
often used in construction and in industrial equipment for the chemical, oil 
and gas, and rubber-producing and rubber-processing ind'ustries. 

Stainless steel bar and stainless steel wire rod.~Stainless steel bars 
are stainless steel products of solid section, having cross sections in the 
shape of circles, segments of circles, ovals, triangles, rectangles, hexagons, 
or octagons, pursuant to headnote 3 (d), part 28, schedule 6 of the TSUS. 
Hot-rolled stainless steel bars are produced by passing stainless steel 
billets through a series of heating, annealing, and reducing operations, until 
the billets have been reduced to a specific diameter and shape. The product 
may be sold in the hot-rolled form or further worked to produce cold-formed 
stainless steel bar. Such operations as cold-turning, rolling, and grinding 
enhance the bars' performance and appearance. Most bars range in size from 
about 0.25 inch to 1.5 inches in diame~e~ and are semifinished products used 
in such diverse applications as the production of fasteners, fittings, valves, 
welding electrodes, medical and dental instruments, automotive parts, and 
flatware. 

Stainless steel wire rods are defined (relying on the general wire rod 
definition of headnote 3(f), part 28, schedule 6 of the TSUS) as a stainless 
steel, coiled, semifinished, hot-rolled product of solid cross section, 
approximately round in cross section, not under 0.20 inch nor over 0.74 inch 
in diameter. The manufacturing process for stainless steel wire rods is very 
similar to that of stainless steel ba~s, except that the hot-rolled billets 
are coiled after they are reduced to the specific diameter required. The coil 
may then be dipped in a combination of acid baths and coated with a lubricant 
containing copper, lime, or oxalate. This coating facilitates further 
lubrication when the rod is later cold-drawn into wire, the largest end use 
for wire rod. Other major end uses of stainless steel wire rods include 
industrial fasteners, medical and dental instruments; and orthodontic devices. 
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Tool steel product~.~The tool steel products 11 which are subject to 
this investigation are in the form of sheets and strip, plate, bars, wire 
rods, and round wire (high-speed~/ tool steel only). However, the large 
majority (75 percent) of all tool steel shipments for 1986, as reported by the 
American Iron and Steel Institute (AISI), were in the form of bars. Certain 
·types of tool steel, including chipper knife steel, band saw steel, and 
bearing steel, are excluded from the scope of this investigation. 

The production process for tool steel products is similar to that for 
other steel products once the product has reached the billet stage, except 
that the relatively small quantities of tool steel produced make continuous 
rolling operations uneconomical. Tool steel may therefore be rolled on hand 
mills, which requires that billets be light enough to be lifted manually. 
Tool steel is typically subjected to numerous grinding, turning, and 
straightening operations before it is shipped, ta insure more exact 
specifications and performance. 

All tool steels have three properties in common in varying degrees: 

(1) The ability to resist softening at elevated temperatures. This 
is referred to as hot hardness. 

(2) Resistance to wear of the tool area when it is in contact with 
the workpiece. This is referred to as wear resistance. 

(3) A combination of strength and ductility, often referred to as 
toughness. 

The American Iron & Steel Institute divides tool steels into four principal 
groupings, which are determined by the properties .of the steels: 

High-speed tool steels 
Hot-work tool steels 
Cold-work tool steels 
Mold steels 

-~~~~~~~~~~~~"'-~~~~~-~~~~~~~~~~ 

11 Tool steel (defined in headnote 2(h)(v), PT. 28, schedule 6 of the TSUS) 
refers to alloy steel that contains the following combinations of elements in 
the quantity, by weight, as indicated: 

(A) not less than 1,0 percent carbon and over 11.0 percent chromium; or 
(B) not less than 0.3 percent carbon and 1. 25 percent to 11. 0 percent 

inclusive chromium; or 
(C) not less than 0.85 percent carbon and 1.0 percent to 1.8 percent 

inclusive manganese; or 
(D) 0.9 percent to 1.2 percent inclusive chromium and 0.9 percent to 1.4 

percent inclusive molybdenum; or 
(E) not less than 0.5 percent carbon and not less than 3.5 percent 

molybdenum; or 
(F) not less than 0.5 percent carbon and not less than 5.5 percent 

tungsten. 
~/ High-speed tool steel (headnote 2(h)(vi), PT. 28, schedule 6 of the TSUS) 
refers to all tool steel that contains, by weight, not less than 0.5 percent 
carbon and not less than 3.5 percent molybdenum, or not less than 0.5 percent 
carbon and not less than 5.5 percent tungsten. 
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High-speed tool steels are characterized by their ability to retain their 
hardness at elevated temperatures (hot hardness). For this reason, their 
principal use is in metal-cutting applications, such as broaches, drills, end 
mills, lathes, milling machines, reamers, routers, and saws. High-speed tool 
steels can be subdivided into two categories: (1) M-type (molybdenum and 
tungsten bearing) and (2) T-type (tungsten-bearing only). High-speed tool 
steels first used tungsten as the principal hardening alloy, but molybdenum 
grades were subsequently developed because of that material's greater 
availability in the United States. Each type provides varying degrees of hot 
hardness, wear resistance, and toughness; and some may be interchangeable for 
a specific application. 

Hot-work tool steels have superior ductility and toughness. They are;. 
designed for use on hot metal; as a result, they are rarely used in. 
metal-cutting applications, but frequently used in metal-forming applications. 

Cold--work s.teels are designed for the forming of cold metal and, as such; 
require greater hardness than the hot-work steels. The higher levels of 
carbon in these steels account for the improved hardness. These steels do not 
have acceptable hot-hardness properties and are therefore inappropriate for~ 
metal-cutting applications. Typical cold-forming applications for these 
steels include use in blanking, drawing, and forming dies. 

Mold steels are low-alloy tool steels, which are high in toughness,· low 
in wear resistance, and moderate in hot hardness. Mold steels are used in. 
plastic molds, zinc die-casting dies, and holder blocks. 

Principal industries that use tool steel in their products include the · 
automotive, aerospace, machine tool, and household appliance industrie~. · 
However, because the applications for tool steel are so specialized, it is not 
possible to state the end uses for these products ·by any particular industry; 
furthermore, any one industry may use a number of different types and grades 
of tool steels . 

. Although quality differences between imported and domestically produced 
stainless steel and tool steel products are sometimes alleged, these products 
are usually considered fungible when produced in the same grades and to the 
same specifications. 

The production processes for carbon and specialty steel (the latter term 
encompassing both stainless steel and alloy tool steel) products follow the 
same general scheme but differ in important details, dictated by the more 
exact chemistry and performance characteristics demanded from specialty 
steels. Specialty steel is generally produced from scrap by means of electric 
furnaces. After the liquid steel has reached the desired chemistry, it is 
cast into a relatively few semifinished shapes, after which it is forged, 
rolled, cut, extruded, and so forth, into a wide variety of forms and fi~ishes. 

Important production cost differences between making carbon steel and 
specialty steel occur in the first stage of the production process~the 
conversion of raw materials into liquid steel. In a typical process, 
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specialty steel production begins with the melting of the raw material 
(usually selected scrap) in an electric furnace. 11 The resultant liquid 
steel is transferred to an argon-oxygen decarburization (AOD) vessel, where 
alloying elements such as chromium, nickel, and molybdenum are added. The 
liquid is refined by blowing it with argon or other inert gases, and alloying 
elements are added until the desired chemistry is reached. The molten liquid 
is then poured into preheated ladles, which transfer it to slab, bloom, or 
billet casters for solidification into semifinished shapes. 

Depending on the desired chemistry of the finished product, additional 
refining techniques may be employed by specialty steel producers. One process 
used in the manufacture of tool steel involves the casting of an ingot in the 
first melt, which is then used as a consumable electrode in a second "remelt" 
furnace. The electrode is remelted, further impurities are removed, and the 
ingot is recast and ready"for roughing down to the semifinished shape. Such 
techniques as.electroslag remelting, vacuum arc remelting, and vacuum 
induction remelting are used to achieve higher purity and uniformity·levels. 

U.S. tariff treatment. 

Imports of stainless steel sheet and strip and stainless steel plates are 
reported for statistical purposes under items 607.7610, 607.9010, 607.9020, 
608.2900, 608.4300, 608~5700, 607.7603, 607.7606, and 607.9005 of the Tariff 
Schedules of the United States Annota~ed (TSUSA). Imports of stainless steel 
bars are reported under items 606.9005, 606.9015, and 606.9020 of the TSUSA, 
and imports of stainless steel wire rods under items 607.2600 and 607.4300 of 
the I.SUSA. The alloy tool steel products subject to investigation are 
reported under items 606.9505, 606.9512, 606.9514, 606.9535, 606.9542, 
606.9544, 606.9546, 606.9548, 607.2800, 607.3420, 607.4600, 607.5420, 
607.7210, 607.7220, 607.7225, 607.8820, 608.3420, 608.4920, 608.6420, 
609.4520, and 609.4550 of the TSUSA. 

The current most-favored-nation (MFN) (col. 1) rates of duty, ~/which 
are identical to the final staged duty reductions negotiated in the Tokyo 
Round of the Multilateral Trade Negotiations (MTN), 11 and the column 2 rates 
of duty 1_/ applicable to imports from non-MFN countries under these tariff 
items are· shown in appendix D. In general, column 1 duties for stainless 
steel flat-rolled products range from 8 percent to 11.5 percent ad valorem 
plus additional duties on alloy content. Stainless steel flat-rolled products 
are also subject to increased duties as a result of import relief granted on 
July 19, 1983. Imports of stainless steel bars, stainless steel wire rods, 
and alloy tool steel products are subject to quotas as a result of the import 

!/ Virtually all specialty steel in the United States is produced in electric 
furnaces, whereas about 30 percent of carbon steel is produced by this method. 
~/The col. 1 rate is applicable to imported products from all countries 
except those Communist countries and areas enumerated in general headnote 3{d) 
of the TSUS, unless preferential tariff treatment is 'sought and granted. 
11 Rate effective Jan. 1, 1987. 
ii The rate of duty in col. 2 applies to imported products from those 
Communist countries and areas enumerated in general headnote 3{d) of the TSUS. 
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relief, ·which is explained in greater detail in the section entitled "Impo~t 
Relief· P'rogram." .. 

No preferential tariff treatment is afforded to products of countries 
other than Israel (duty·-free or reduced-duty entry under the U.S. -Israel Free 
Trade: Area Imple.mentation Act} and .beneficiaries of the Caribbean Basin . 
Economic Recovery Act (see TSUS general headnote 3(e)(vii)), whose products 
~nt~r free of duty. · 

' . ~. Previous Secti~n 201 and 203 Investigations 

. The. Coinmission· has con.ducted .five prior investigations on stainless steel 
ahd alloy tool ~t~els (specialty steels) und~r sections 201 and 203 of the 
T~ade Act of 1974. !/ 

·; ':,. ;. 

In the first of these investigations, No. TA-201-5, the Commission 
determined in Jan~ary 1976 that certain stainless stee.1 and alloy tool steel 
produ~ts (bars, ~ire rods~ plates, sheets and strip). were being imported into 
the United Sta.tes in 'such increased quantities as to be a substantia.l cause of 
serious ihjury, .or threat thereof, to the domestic industry producing .articles 

~-ifke 6~ ~irectly ~6m~etitive ~ith the imported articles. The Commission also 
...:cietermined that ce:rtain stainless steel and alloy tool steel products (ingots, 
bloom~. billets, slabs and sheet bars) were not being imported in such 

" increased quant'ities as to be a 'substantial cause of se.rious ·injury to the 
domestic.·industry. · · 

!. ·: ·. . ··,. ' 

ihe Pre~ident determined that import relief should be provided on the. 
cfrticles ·for which the ·commission had made an affirmative determination and on 
June 11, 1976, issued Proclama.ti'on 4445·, which set quotas on these articles 

-, for a'. 3~year .. period. The reiief was to be phased down during the 3-year 
period (i.e., th~ quotas were to be increased by 3 percent annu~lly). The · 
quotas were on a trad ing'-area or couritry.:...by-country basis with respect to the 
larger suppliers. ?:,_/' 

Prior to proclai~ing ~uch relief, the President sought to negotiate 
orderly· marketing agre.ements with the leading sources of the products in 
question. Only Jap~n e~pressed a w~ilingness to negotiate such an agreement. . . . : . 

;.!/ Stainless Steel and Alloy Tool Steel: Report to the President on 
Investigation No. TA-201-5 .. ·., USiTC Publication 756, January 1976; Certain 
Alloy·Tool Steel: Report to the President on Invest{gation No. TA-203-2 ... , 
USI1C Publication 805, February 1977; Stainless Steel and Alloy Tool Steel: 
·Report ~o the: President on Investigation No. TA-203-3 ... ,· USITC Publication 
5~~.' October 1977; Stainless Steel and Alloy Tool Steel: Report to the 
Presi~ent dn Investigation No. TA-203~5 ... , USITC Publication 968, April 
1979; Stainless Steel and Alloy Tool Steel: Report to the Presi?ent on 
Investigation No. TA-201-48 ... , USITC Publica~ion 1377, May 1981. 
2/ There were .six basic source categories: (1) Japan, (2) the European . 
·community, '(3) Canada, (4) Sweden, (5) all other countries entitled to cor:' 1 
rates of duty, and (6) all other countries. 
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The quantitative restrictions proclaimed with respect to imports from Japan 
reflected the terms of an agreement signed with the Governnierit of Japan on 
June 11, 1976, .!/ providing for the limitation of imports from Japan for a 
3-year period beginning June 14, 1976. 

On October 14, 1976, the Commission received a request from the Special 
Representative for Trade Negotiations (STR) (now the United States Trade 
Representative) that an investigation be conducted for the purpose of advising 
the President as to the probable economic effect on the domestic industry of 
terminating in part the relief imposed by Proclamation 4445 (as modified by 
Proclamation 4477) by excluding bearing steel, covered by ite~ 923.25 of the 
appendix to the TSUS, from the .quantitative restrictions. On February 14, 
1977, the Commission advised the President, following completion of. 
investigation No. TA-203-2, Certain Alloy To~l Ste~J, that the effect of such 
termination would be negligible. The President, on June 15, 1977, issued 
Proclamation 4509, terminating the quantitative restrictions on certain alloy 
tool steel (bearing steel). 

On May 25, 1977, the STR requested advice from the Commission under 
section 203(i)(2) concerning the probable economic effect on the industry 
concerned if the relief provided by Proclamation 4445, as modified by 
Proclamations 4477 and 4509, were to be terminated or reduced. In response to 
this request, the Commission instituted investigation No. TA-203-3, Stainless 
S~eel and Alloy Tool Steel, on June 19, 1977. As a result of the 
investigation, Commissioners Moore and Bed~ll advised the President on 6ctober 
14, 1977, that termination or reduction of the relief could have a serious 
adverse economic effect. Chairman Minchew advised that chipper knife or band 
saw steel could be removed from the quota on alloy tool steel without an 
adverse economic impact and that the quotas on the remaining articles should 
be increased by 6.7 percent but should not be further increased or 
terminated. Commissioner Ablondi advised that the termination or reduction of 
the relief would haye no substantial adverse impact. Following receipt of 
thii advice, the Pr~sident issued Proclamation 4559 on April 5, 1978, 
modifying the import relief so as to exclude so-called chipper knife steel and 
band saw steel from the quota on alloy tool steel under item 923.26 of the 
appendix to the TSUS. The quotas applicable to the remaining articles under 
TSUS item 923.26 for the European Community (EC) and Sweden, the primary 
sources of such alloy tool steel, were reduced to take into account this 
change in quota coverage. This modification became effective April 8, 1978. 

On December 11, 1978, following receipt of a petition on November 30, 
1978, filed by the Tool and Stainless Steel Industry Committee and the United 
Steelworkers of America; AFL-CIO, the Commission instituted investigation No. 
TA-203-5 under sections 203(i)(2) and (i)(3) of the Trade Act -0f 1974 for the 
purpose of gathering information in order that it might advise the President · 
of its judgment as to the probable economic effect on the domestic industry of 
the termination of the import relief still in effect as a result of the 1976 
action and Proclamation 4445. Such import relief was scheduled to terminate 
on July 13, 1979 . 

.!/ See agreement on specialty steel imports, June 1976, United States-Japan, 
TIAS No. 8442. 



A-9 

On April 24; 1979, Commissioners Alberger and Stern advised the President 
that the termination of the quantitative restrictions imposed on imports of 
stainless steel and alloy tool steel would have little, if any, adverse impact· 
on the domestic industry. Commissioners Moore and Bedell advised the 
President that termination of the quantitative import restrictions would have 
a serious adverse economic effect on the domestic industry. Commissioner 
Parker did not participate in the investigation. 

On June 12, 1979, the President issued Proclamation 4665, which extended 
the temporary quantitative limitations imposed by Proclamation 4445, as 
amended, for the period of June 14, 1979, through February 13, 1980. Import 
relief was terminated on February 14, 1980. 

On November 23, 1982, the Commission received a request from the United 
States Trade Representative {USTR) that an expedited investigation be 
conducted under section 201 concerning certain stainless steel and alloy tool 
steel products. The USTR's request was in accordance with a determination of 
the President on November 17, 1982, under section 301(a)(2)(A) of the Trade 
Act of 1974. The President's action followed the completion of investigations 
under section 301 of the act initiated by the USTR on February 26, 1982, and 
on August 9, 1982. These investigations were instituted on the basis of 
petitions, filed by the Tool and Stainless Steel Industry Committee and the 
United Steelworkers of America, alleging that the European Community, Belgium, 
France, Italy, the United Kingdom, Austria, and Sweden had subsidized the 
production of stainless and alloy tool steel (specialty steel) in a manner 
inconsistent with their obligations under articles 8 and 11 of the Agreement 
on the Interpretation and Application of Articles VI, XVI, and XXIII of the 
General Agreement on Tariffs and Trade (Subsidies Code). 

On December 9, 1982, the Commission instituted investigation No. 
TA-201-48, and in May of 1983 determined that certain bars; wire rods; and 
plates, sheets and strips, not cut, not pressed, and not stamped to 
nonrectangular shape; all the forgoing of stainless steel or certain alloy 
tool steel; and round wire of high speed tool steel, were being imported into 
the United States in such increased quantities as to be a substantial cause of 
serious injury to the domestic industries producing articles like or directly 
competitive with the imported article. 

The President determined that import relief should be provided on certain 
stainless steel and alloy tool steel products (sheets, strips, plates, bars, 
and wire rods) with exemptions for certain articles that are not produced in 
the United States or are produced in such small quantities that their 
exemption would not have an adverse impact on the domestic industry. This 
relief is discussed in the following section. 

Import Relief Program 

On July 19, 1983, the President by Proclamation'5074, imposed temporary 
duty increases on stainless steel sheet and strip and stainless steel plate, 
and quantitative restrictions on stainless steel bar and wire rod, and alloy 
tool steel. The imposition of these measures followed an affirmative finding 
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by the Commission in investigation No. TA-201-48. The section 201 relief is 
scheduled to remain in effect until July 19, 1987. Currently, the additional 
duty assessed on stainless steel flat-rolled products is 4 percent ad 
valorem. The duty has been reduced annually since relief was instituted in 
1983 from 10 percent ad valorem for stainless steel plates and 8 percent ad 
valorem for stainless steel sheets and strip. The quota levels currently in 
effect for stainless steel bars, wire rods, and alloy tool steel are presented 
in appendix D. These levels have been increased by 3 percent each year since 
their institution in mid-1983. 

On September 18, ·1984, the President established a national policy for 
the steel industry and directed the United States Trade Representative to 
coordinate and direct the implementation of that policy, including the 
negotiation of new arrangements and the reaffirmation of existing measures 
limiting steel exports into the United States, such as those applicable to 
specialty steel. Pursuant to this, the United States Trade Representative 
concluded agreements (Voluntary Restraint Agreements, VRAs) with 18 countries 
and the European Community (EC) (excluding Portugal and Spain, which 
negotiated separate agreements). !/ Designed primarily to limit foreign 
countries' exports of carbon steel to the United States, all but the Finni.sh­
VRA (which was one of the first ones negotiated) cover stainless steel 
flat-rolled products (sheets, strip, and plates) as well. In addition, alloy 
tool steel is currently included in the VRAs for the EC and Austria. Only the 
EC arrangement covers stainless steel bars and stainless steel wire rods. 

The existence of VRAs primarily affects the analysis of imports of 
stainless steel flat-rolled products because 83 percent, by volume, of total 
1986 imports of stainless steel sheet, strip, and plate were imported from 
countries that have negotiated steel agreements with the United States. VRA 
coverage is the next highest for alloy tool steel; in 1986, imports of alloy 
tool steel from VRA countries accounted for 39 percent of imports. VRA 
coverage for stainless steel wire rod and stainless steel bars under the EC 
agreement was 25 and 20 percent, respectively, of imports in 1986. 

The 19 VRAs share many common features. First, they were all conditional 
upon the termination of existing countervailing and antidumping duty orders, 
and withdrawal of pending import relief petitions. As a result, the domestic 
steel industry was consulted on the final agreements, although at a final 
stage of negotiations. It is stated in the VRAs that subsequent petitions for 
import relief can jeopardize the agreements. Second, all of the VRAs 
negotiated for steel products are scheduled to remain in effect through 

!/ Countries that have negotiated voluntary restraint agreements (VRAs) are 
Australia, Austria, Brazil, Czechoslovakia, the European Communities (Belgium, 
Denmark, Federal Republic of Germany, France, Greece, Ireland, Italy, 
Luxembourg, the Netherlands, and the United Kingdom of Great Britain and· 
Northern Ireland), German Democratic Republic, Finland, Hungary, Japan, 
Mexico, the People's Republic of China, Poland, Portugal, the Republic of 
Korea, Romania, South Africa, Spain, Venezuela, and y·ugoslavia. When Spain 
and Portugal joined the EC, they elected to maintain their separate steel 
agreements. 
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September 30, 1989. 1/ ~s distussed in detail below, the VRAs share the same 
basic·operating meth~ds and provisions. 

VRAs are· different from quotas and tariffs unilaterally administered by'_'.' 
the U.S. tusto~s Service (Customs) in that they are jointl9 administered by 
the United States and the exporting cou~tr~. Under the VRAs, none of the 
co~ered produtts from a signatory country can enter the United States without 
an export certificate. To get an export certificate, an exporter must have an 
export license issued by the foreign government. The export certificates are 

·good for shipment within 3 months of being issued. Customs then collects the 
export· certificates to be used by the Department of Commerce (Commerce) to 
mo~itor the program. Com~erce can· instruct Customs to stop entries of the 
subject products if an agreement is being violated. ll 

Export restraint levels are generally expressed in the steel agreements 
as a percentage of annual U.S. consumption of a particular product category-· 
stainless flat-rolled, for example, as projected by an independent 
forecaster. ~/ Thus, they operate similar to a market share quota. VRAs 

·using a ·market share method do not vary the percentage of allotted import 
sh~re during the period of the agreement. Accordingl~, unlike the import 
~eli~f i~plemented in July 1983, most VRAs do not become' less restrictive over 
time, except to the extent that absolute volumes increase as a result of an 
expanding market. In steel agreements·for smaller sources of U.S. steel 
il)lpOrts, p.iitrticular~y those for nonmarket economies, export restraint levels 
~re exp~essed as fixed ton~ages for particular product ~ategories for 
simplicity. Some of these VRAs vary the allowable fixed tonnages over time; 
others' do not . 

. · ~11 the steel ag~eements contain a similar degree of flexibility, 
fncl~dlng flexibility with respect to product categories and export periods, 
sh6~t s~pply'provisions·, and· provisions to prevent product shifting which is 
inconsistent with the purposes of the agreement. For example, the agreements 
commonly include provisions and limitations for applying unused quantity in 
one product category to another category, and for applying unused quantity in 
one period tci another. The agreements include short supply provisions 
designed to prevent or mitigate the development of a shortage of a particular 
product not produced cir not produced in large enough volume in the United .: 
State~. Finally, the VRA~ include provisions to prevent shifting to highe~, 
valued products within an agreement product category that could impair the 
objectives· of the agreement. These·provisions define product shifting as a 
significant ·increase in the U.S. market share of a product within an agreement 
category ·from a base period level. If, after consultations with the relevant 
country, it is determined that this has indeed occurred, new product 
categories may be dev~loped. 

-----11 Export restraint periods were generally defined as the initial period Oct. 
1, 1984-Dec. 31, 1985, calendar years 1986-88, and an end period Jan. l, 
1989-Sept. 30, .1989.· .;·:. 
ll The emphasis on restraining another country's exports to the United States 
within a perio'd. ·rather than restraining entry of imports, combined with a .. 
'c'ertain lag in the reporting of Census import data, complicates the analysis 
of VRAs·usi~~ Census impo~t data -0n an annual; or even on a quarterly, basis. 
~/ Currently, the independent forecaster is Data Resources, Inc. (ORI). 
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The various ·countries' agreements are differentiated chiefly by degree of 
specificity of product categories in which stainless steel and alloy tool 
steel products are included. For example, the EC agreement has over 30 
product categories, including separate categories for staihless sheet and 
strip, stainless plate, stainless wire rod, stainless bar, and alloy tool 
steel. In contrast, the agreement with Japan has just nine major product 
categories; it includes stainless steel flat-rolled products in categories 
called "Sheet and Strip" and "Plate" that also include carbon and other 
steels. While there are certain subcategories for sheet and strip in the 
agreement with Japan, there are none as specific as stainless steel sheet and 
strip. With only two product categories, "Nails" and "All other", the 
agreement with the People's Republic of China is an example of extremely broad 
product coverage. !/ 

While it is true that the majority of steel VRAs covet stainless steel 
flat-rolled products under broad product categories, it is also true currently 
that the majority of stainless flat-rolled imports originate in countries 
whose VRAs do not have broad categories. As shown in table E-1, the EC, 
Spain, Mexico, and thP. Republic of Korea (Korea) have stainless steel specific 
product categories for flat-rolled products. In 1986, imports of stainless 
sheet, strip, and plate from these countries accounted for 68 percent of all 
stainless steel flat-rolled imports. 

The other major difference between the various countries' agreements is 
the date of actual implementation. Most of the agreements, including those 
with such major exporting countries as Brazil, Spain, and Mexico, were 
implemented immediately following both countries' signatures and effective 
retroactively to October 1, 1984. ?./ However, for the two largest sources of 
stainless steel flat-rolled products, the EC and Japan, and also for Korea, 
the VRA programs were not actually implemented until March l, 1986, after USTR 
formally exempted VRA signatories from the original import relief for the 
stainless flat-rolled products covered in the VRAs. 1/ 

Potential for product shi_fting. 

Petitioners have argued that the effectiveness of the VRA regime is 
limited because certain agreements do not have separate restraint levels for 
specialty steel products. This argument applies only to st~inless steel 
sheet, strip, and plate because, in the few agreements covering stainless 
steel bar and wire rod and alloy tool steel, the product categories are 
specialty-steel specific. lhe domestic industry has expressed the fear that 
inclusion of stainless steel sheet, strip, and plate in broad product 
categories induces foreign countries to shift their exports to the 
higher-valued stainless steel products, thereby maximizing revenue per 

!/ Imports from the People's Republic of China of stainless steel flat-rolled 
products during 1983-86 were 1 ton (imported in 1985). 
'!:_/ The period covered by these VRAs is generally October l_, 1984 through 
September 30, 1989. In all but one of the 19 written agreements, exports are 
restrained retroactively to October l, 1984. Thus, if a VRA country which 
signed an agreement in 1985 was found to have exceeded its negotiated export 
restraint level prior to the actual implementation of the program, an 
appropriate reduction would be made to export restraint levels in the 
following period. The most recent agreement, signed in February 1987 with the 
PRC, covers exports to the United States retroactively from January 1, 1986. 
11 Federal Register Notice, Feb. 27, 1986. 
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tonnage exported: The domestic industry believes that it is therefore 
vulnerable to increased import quantities under _the VRA ·regime. 

Japan, which accounted for 14 percent of total U.S imports of stainless 
steel sheet, strip, and plate in 1986, is the only current major exporting 

·country that might be able to engage in shifting from exports of carbon.steel 
to stainless steel products. Japanese exports of stainless steel sheet, 
strip, and plate to the United States appear to account for a small share of 
total tonnage ~116wed in the appropriate VRA product categories. !/ thus, 
while it appears that the agreement provides Japan with an opportunity to 
increase exports of higher v~lued s~ainless steel flat-rolled products to t~e 
United States, an examination of trends in Japanese import share and market' 
share for flat-rolled products suggests that product shifting did not occur in 
the recent period of import relief~ The following ·tabulation presents 
Japanese imports of stainless steel sheet, strip, and plate, and shares of 
total imports and apparent U.S~ consumption· in 1983-86: 

Product 

Stain!ess steel 
sheet anc!___§_trip: 

1983 

Imports (net tbns) .. ·:·~ .. . 22,392 

Ratios: 
market share (percent) .. . 
import share ........ do .. . 

~.tailil£~1>tetl 
plate: 

2.8 
26.9 

Imports (net tons) .......... 1, 491 

Ratios: 
market share (percent) .. . 
import share ........ do .. . 

1. 4 
28.4 

31,177 

3.6 
22.8 

2,672 

2.1 
35.6 

1985 

27,933 

3.1 
20.7 

2, 339 

1. 5 
19.9 

1986 

21, 690 

2.6 
14.4 

860 

0.6 
5.2 

As shown above, U.S. imports of stainless flat-rolled products from Japan 
declined during the period of import relief. Moreover, in 1986, the first 
year in which Japanese stainless steel flat-rolled products were covered under 
the VRA regime, imports from Japan of stainless steel sheet and strip declined 
by 22 percent, and imports of stainless steel plate declined by 63 percent. 
The share of total U.S. apparent consumption accounted for by imports from 
Japan was fairly steady during 1983-86 at 3-4 per~ent for sheet and strip and 
at 1-2 percent for plate. Japanese market share for flat-rolled products was 
highest in 1984, an increase of 0.8 percentage points from 1983 levels for 
sheet and strip and 0.7 percentage points for plate. In 1986, Japanese market 

!/ For sheet and strip and for plate separately, the ratio of 1986 imports 
from Japan.was compared with the 1987 forecasted export ~eiling for the 
Japanese VRA product categories "sheet and strip" and "plate." For stainless 
sheet and strip, the ratio was less than 1 percent; for stainless plate the 
ratio was 3 percent. 
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share declined to its lowest levels during the period of import relief, or by 
0.5 percentage points for sheet and strip and 0.9 percentage points for plate 
from 1985 levels. The low 1986 market share suggests that Japan did not 
engage in product shifting in the first year of its VRA. 

U.S. Market 

Demand for stainless steel and alloy tool steel is derived from the 
demand for the end product in which it is used, such as automobiles, 
machinery, industrial· equipment, appliances, electrical equipment, food 
processing equipment, utensils, cutlery, liquid nitrogen gas tankers, tools, 
dies, and other durable goods. The durability of many articles made from 
stainless steel is a factor that permits discretion in the timing of purchases 
of replacement articles; consequently fluctuations in the overall U.S. economy 
usually result in changes in demand for specialty steel articles which are 
much sharper than the changes that are applicable to nondurable goods and to 
most other types of durable goods. 

Channels of distribution 

In the U.S. market, sales of specialty steel products which are the 
subject of this investigation are made directly to end users or to steel 
service center/distributors, which in turn sell to end users. Service 
center/distributors are essentially middlemen that buy large quantities of 
steel from producers, warehouse the steel, and sell smaller quantities to end 
users. The service center may also have some simple finishing equipment, such 
as equipment to slit strip from sheet, or cut bars from plate, to satisfy 
customer specifications. Some products, notably sheet and strip, rod, and 
tool steel, are mainly sold directly to end users by producers. In 1986, 
approximately 48.4 percent of the stainless steel products and 24.2 percent of 
alloy tool steel products were sold through distributors. A breakdown of 
channels of distribution, as reported in questionnaire responses, by product, 
in 1986 is shown in the following tabulation (in percent): 

Share of shipments made to: 
End-users Distributors 

Stainless steel: 
Sheet and strip .................... . 
Plate .............................. . 
Bar ................................ . 
Wire rod ........................... . 

51.0 
35.8 
57.2 
93.3 

Average. . . . . . . . . . . . . . . . . . . . . . . . . . . 51. 6 
Alloy tool steel, all forms ............ 75.8 

Total.......................... 53 .1 

49.0 
64.2 
42.8 
6.7 

48.4 
24.2 
46.9 
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~rent consumption 

Consumption of the stainless steel and ai10; to~i'~te~l ~roducis ~o~~~ed 
by this investigation increased from 1.2 million short tons in 1983 to 1.4 
million.short tons in.1985, an increase ·df ·16.percent, then dropped by 7 
percent to 1.3 million short tons in 1986 (table 1). 

Consumption of all stainless steel products increased fro~.1.1.~Jllion 
short tons in 1983 to 1.3 million short tons in 1985, then d,t1ihed b~ 8. 
percent to 1.2 million short tons in 1986. Consumption 6f ~llby fbol st~el 
:products increased from 80, 566 short :t_ons. in 1983 to 99, 110 "ihort ton~ .in 
·1984, an increas~ of 23 percent, the~·de~~ined by 4 ~e~cent to 94,74? short 
tons in 1985:before iricr~asin~ by 3 p~~c~~t to 97,558 short tons.·in l98~" 

.. Consumption···of sta:lniess steel sheet ·and strip arid plate• prod_ucts.· -~·· 
.followed the'same trend as ~onsumption'of all stainless steel, increa~ing from 

. · 1983 .. to 1985 ·.then declining in 1986. · ·consumption of stainle!!s •steel' 'b'ar and 
wire rod increased from 1983 to 1984, th~n began declining in 1985. · · 

~ t' '.'. . I • 

Information on consumption ba.seci on value is shown in table 2. 

·-·condition of'·the'u.s. Industry 

· The information in 'this section of'"the report was.-compileci' 'fr~m .·· 
Commission questionnaires as part of its ongoing monitoring of the 'stainless 

· •stee-1 and alloy· too'l ste'el industries in· investigation No. 3·32..:...157 a,nd from 
questionnaire's sent out •fr1 cohnection w_ith. ;this investigatio'n .. Dat;a on 
production,· capacity, capacity· uti lizatiori, shipme~t's_, _and empJ_oynient, were 
received f°rom al 1 of the known U.S. pro~focers du~i'ng the 'time ,period.• JI · · 

. ... : ; ... • • ' ' •••• ~ I.. ' • 

; t:L s·.' producers·' . 

·~Producers of· stainl'es's· steel and allo'y tool· steel prod~c't•s ·are often .· 
·referred to' as specialty steel producirs.: The bulk of thelr pi;_-od~ct'ion.is 
· represented by stainless and· a'lloy tool' st'eel products; however, they · 

frequen,tly are capable of producing and do produce other specialty,., steel. 
products,· ·such as silicon ·electric steel's,· magnet fr' ma"terials·,_ ·high-:- . 
temperature and high_;_strength ·aHo'y steelS, and· bearing st~els a·s. well ~s 
carbon steel. Some firms produce stainless steel product's· not s'ubject to this 
investigation, such as stainless steel pipe and tube, and stainless steel wire 
products. 

Currently, about 23 firms produce the stainless steel and/or alloy tool 
steel products subject to investigation; 8 of the firms produce only stainless 
steel, 10 produce only alloy tool steel, and 5 produce both. Among these 
firms, there are two companies that also produce substantial quantities of 
carbon steel products. Producers are located primarily in the northeast and 
north-central regions of the United States, with a large concentration of 
producers in western Pennsylvania. 

!/ Additional tables on the condition of the U.S. industry are presented in 
app. E. 



A-16 

Table 1 
Stainless steel and alloy tool steel: U.S. shipments, imports, and apparent 
consumption, by quantity, 1983-86 

Item 

Stainless steel: 
Sheet and strip--

U.S. shipments ......... . 
Imports ............... · .. 
Consumption ............ . 

Plate-
U. S. shipments ........ ~. 
Imports ................ . 
Consumption., .......... , . 

Bar-· 
U.S. shipments ......... . 
Imports .............. , .. 
Consumption .......... , .. 

Wire rod-
U.S. shipments ......... . 
Imports ................ . 
Consumption ............ . 

Subtotal-
U. S. shipments ......... . 
Imports ................ . 
Consumption ............ . 

Alloy tool steel, all forms: 
U.S. shipments ......... . 
Imports ................ . 
Consumption ............ . 

Total: 
U.S. shipments ......... . 
Imports .............. ; .. 
Consumptton ............ . 

(In short tons) 

1983 

711,121 
83,358 

794,480 

101,074 
5,251 

106,325 

111,478 
39,209 

150,687 

31,548 
26,504 
58,052 

955,221 
154, 322 

1,109,543 

53,253 
27,313 
.80, 566 

1,008,474 
181,635 

1, 190, 109 

1984 

738,986 
136,891 
875,877 

116, 380 
7,502 

123,882 

144,220 
25,888 

170, 108 

48, 737 
18,835 
67,572 

1,048, 323 
189, 116 

1,237,439 

74,146 
24,964 
99, 110 

1,122,469 
214,080 

1,336,549 

1985 

176,547 
ig4,931 
911,479 

i.46,738 
11, 766 

i58,504 

138, 379 
28,198 

166,577 

30, 323 
20,067 
50,390 

1,091,987 
194,962 

1, 286, 949 

68,399 
26,348 
94,747 

1, 160, 386 
221, 309 

1,381,696 

1986 

688,452" 
150,937 
839,389 

118,271 
16,528 

134,799 

127,196 
27,233 

154,429 

36,931 
18,496 
55,427 

970, 850 
213,194 

1,184,044 

68,459 
29,099 
97,558 

1,039,309 
242,294 

1,281,603 

Source: Producers' shipments compiled from questionnaire'.s ·of the U.S. 
International Trade Commission; imports compiled from offici.~l statistics of 
the U.S. Department of Commerce. · 
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Table 2 
Stainless steel a.nd alloy tool l)teel: U.S. shipments, imports, and apparent,. 
consumption, by value, 11 1983-86 

·--~-~<-I_n thou san_9 __ .£!o 11~.r.-~) _____ _ 

Item ----· 
Stainless steel: 

Sheet and strip--
U.S. shipments .. h• ••••• : 

Imports ................ . 
Consumption ............ . 

Plate-
U. S. shipments ......... . 
Imports ................. . 
Consumption ............ . 

Bar--
U.S. shipments ......... . 
Imports ................ . 
Consumption ...... ~ ..... . 

Wire rod--· 
U.S. shipments ......... . 
Imports ........... '. .... . 
Consumption .......... ; .. 

Subtotal---·· 
U.S. shipments ......... . 
Imports .......... _ ...... . 
Consumption ............ . 

Alloy tool steel, all forms: 
U.S. shipments ......... . 
Imports ................ . 
Consumption ............ . 

Total: 
U.S. shipments ......... . 
Imports ................ . 
Consumption ............ . 

1983 

1,233,535 
139,646 

1,373,181 

205,692 
10,826 

216,518 

357,561 
73,766 

431,327 

59;850 
45, 739 

105, 589. 

1,856,638 
269 I 977 

2,126,615 

253,154 
68,949 

322,103 

2,109,792 
338,925 

2,448,717 

1984 

1,409,580 
218,306 

1,627,886 

250,988 
14,804 

265,, 793 

508,565 
56,127 

564,692 

101,594 
33,593 

135,187 

2,270,727 
322,831 

2,593,558 

360,825 
72,766 

433,591 

2,631,552 
395,597 

3,027,149 

_ _!.ill__ .. 

1,340,966 
205,779 

1, 556. 745 

308,319 
21,866 

330, 185 

476,263 
65,050 

541,313 

66,355 
37,734 

104,089 

2,191,903 
330,429 

2,522,332 

329,475 
74,420 

403,895 

2,521,338 
404,848 

2,926,186 

11 Import values are c.i.f. plus calculated duties paid. 

1986 ---

1,193,236 
238,001 

1,431,23'7 

245,973 
28,280 

274,253 

418,948 
61,229 

480, 177 

75,702 
33,360 

109,062 

1,933,859 
360,870 

2,294,729 

323. 774 
74,967 

398,741 

2,257,633 
435,837 

2,693,470 

Source: Producers' shipments compiled from questionnaires of the U.S. 
International Trade Gommission; imports compiled from official statistics of 
the U.S. Department of Commerce. 
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The specialty steel industry is highly concentrated, with a few producers 
accounting for the bulk of shipments in each product line. The major 
producers of the products subject to the investigation and their share of U.S. 
producers' shipments in 1986 are presented in the following tabulation: 

Share of U.S. 
Item and pr~9ucers producer's shipments 

Stainless steel sheet and strip: 
Allegheny Ludlum.................... *** 
Armco 1./ . . . . . . . . . . . . . . . . . . . . . . . . . . . . *'** 
J&L Specialty Products Corp. . . . . . . . . *** 
Washington Steel .................... *** 

Total............................. *** 
Stainless steel plate: 

Allegheny Ludlum.................... *** 
Eastern Stainless. . . . . . . . . . . . . . . . . . . M-M* 

Jessop............................... *** 
Washingtpn. . . . . . . . . . . . . . . . . . . . . . . . . . *** 

Total............................. *** 
Stainless steel bar: 

Al Tech Specialty Steel ............. *** 
Armco .!/.. . . . . . . . . . . . . . . . . . . . . . . . . . . ·M** 
Carpenter Technology Corp ........... *** 
Crucible............................ *** 
Slater Steels ....................... *** 

Total............................. *** 
Stainless steel wire rod: 

Al Tech Spe,cial ty Steel. . . . . . . . . . . . . *** 
Armco !/ .... '. . . . . . . . . . . . . . . . . . . . . . . . *** 
Carpenter Technology Corp..... . . . . . . *** 

Total............................. *** 
Alloy tool steel: 

Carpenter Technology Corp........... *** 
Crucible. . . . . . . . . . . . . . . . . . . . . . . . . . . . *** 
A. Finkl ............................ *** 
Jessop. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ·><-** 
Latrobe. . . . . . . . . . . . . . . . . . . . . . . . . . . . . *** 

Total............................. *** 
1/ Carbon steel producer. 

(Percent) 

In recent years, a number of efforts to restructure the domestic 
specialty steel industry have been implemented. These efforts have included 
company divestitures, management buyouts, and curtailed operations. Other 
companies (USX and Bethlehem Steel) have left the specialty steel business to 
concentrate on carbon and other alloy steel products. Significant changes 
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that have occurred in the structure of the specialty steel industry since 1983 
are !ilS .follows: 

· (1) Jones and Laughlin Steel Corp. and Republic Steel Corp. merged in 
December 1984 and formed LTV Steel. A condition for the merger, imposed b·y 
the U.S. Department of Justice, required LTV to dispose of Republic's 
Massillon, OH, stainless steel flat-rolled division, which was sold to a 

.private investor and became Enduro Stainless. 

(2) Enduro Stainless ceased its stainless re-rollihg oper~tions at the 
end of 1985 as a result of a dispute with its former owner over sup~lies of 
stainless ·hot band for the works.· · The company· entered bankruptcy proceedings 
in February 1986 and wa~ subsequently sold to Mercury ~tainless, a Wheeling, 
IL~ stainless processor and distributor, which resumed r~~rolling operations 
in 1987. · 

. (3) LTV Specialty Steel ·was sold by LTV Corp. to a management group led 
by the division president in ~id-1986 and wai renamed J~L Specialty Producfs 
Corp. 

(4) Al Tech Spe~ialty Steel Corp. was sold in mid-19.86 by its· parent 
company, GATX Corp., to Rio Algom, Ltd., a Toronto, Canada-based company with 
interests in mining, specialty and stainless steel manufacture and sales. 

(5).Allegheny Ludlum Steel~Corp; acquired the melting facil·itie~-~f 
specialty producer Guterl Steel in 1984. Iri March 1987; Allegheny Ludlum 
announced its decision to go public by offering to sell initially almost 6.3 

-million shares of common stock. The company's filing with the Sec~rities and 
Exchange Commission stated the planned stock offering is to be mainly for U.S. 
investors, but 1.1 million shares will be offered outside the U.~. !/ 

i. 

(6) Crucible Specialty Metals was sold in 1985 by its parent company, 
Colt Industries, which left the metals industry. The sale was a leveraged 
buyout by a management-employee group led by two Colt executives. 

(7) Universal Cyclops Specialty Steel. Division of Cyclops Corp. was 
reorganized into two divisions effective September l, 1984: the Coshocton 
Stainless Division, which produces and markets stainless steel· sheets and 
strip; and the Cytemp Specialty Steel Division, which produces and markets 
Cyclops' other specialty steels, principally in bar and billet forms. 

(8) Eastern Stainless filed for protection from creditors under Chapter 
11 of the U.S. bankruptcy code· i~ January 1986. The action occurred shortly 
after the company suspended production of stainless sheet and strip to 
concentrate on stainless plate. 

(9) USX (formerly U.S. Steel Corp.) left the specialty steel business in 
1984. The tompany had been ~arketing stainless plate, sheet and strip. 

( 10) Bethlehem Steel Corp. left the specialty steel business, 
specifically· alloy tool steel, in 1984. 

--------
j/ American Metal Mark~t, Mar. 30, 1987. 
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As a result.of restructuring, the specialty steel industry is 
increasingly privately held. Nine of the twenty-three co~panies, which 
together accounted for approximately 27 percent of melt capacity in 1986 11 
and 27 percent of finishing capacity in 1986, £/ are currently owned by 
private concerns. 

Three U.S. specialty steel producers are owned by foreign concerns, 
Avesta Inc'., Al Tech Specialty Steel Corp., and Fort Wayne Specialty Alloys. 
Avesta, which is owned by Avesta AB, a Swedish group, is a plate roller that 
imports slabs from Sweden. lhe company does not operate any domestic steel 
melting operations. Al Tech was recently acquired by Rio Algom, a Canadian 
firm whose intent in acquiring the company is to complement and enhance the 
operation of its Atlas Specialty Steels Division by lowering manufacturing 
costs through the consolidation of all primary steelmaking for both plants at 
the Atlas plant in Ontario. ~./ Rio Algom also owns Atlas ~lloys Inc., a U.S. 
service center that distributes the parent company's products in Ohio, 
Michigan, Illinois, and New York. Fort Wayne Specialty Alloys, which produces 
stainless steel bar, is owned by Slater Steels, a Canadian company. 

U.S. production 

Total U.S. production of all stainless steel and alloy tool steel 
increased from 1.0 million short tons in 1983 to 1.2 million short tons. in 
1984, an increase of 12.6 percent, before declining by 1.1 percent in 1985 and 
8.9 percent in 1986, to a level slightly above that in 1983 (table 3). 

Stainless steel_.-During 1983-86 the stainless steel products covered by 
this investigation accounted for between 92 percent and 95 percent of the 
total of all stainless and alloy tool steel products covered by this 
investigation. Production of the stainless steel products increased by 11.2 
percent from 1983 to 1985, then declined by 9.6 percent in 1986. 

Sheet and strip. -·-The largest product group covered by this 
investigation is stainless steel sheet and strip, accounting for 66 percent of 
production of all products covered in 1986. Production of sheet and strip 
dropped by less than 1 percent from 1983 to 1984, then increased by 4.3 
percent in 1985 before declining by 8.1 percent in 1986. 

Plate .-··In 1986; stainless steel plate accounted for 12 percent of 
the stainless steel and alloy tool steel products covered by this 
investigation. Production increased steadily by 42.5 percent from 1983 to 
1985, then declined by 14.6 percent in 1986. 

Bar.-·Stainless steel bar accounted for 12 percent of production of 
all the stainless and alloy tool steel products covered by this investigation 
in 1986. Production of stainless steel bar increased by 52.7 percent from 
1983 to 1984, then declined steadily by 28.7 percent from .1984 to 1986. 

ll Melt capacity is for all operations producing stainless steel and/or alloy 
tool steel products. 
£/ Finishing capacity is for products subject to investigation. 
11 33 Metal Producing, Aug. 1986, p. 11. 
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Table 3 
Stainless steel and alloy tool steel: U.S. ~roduction, by types, 1983-86 

Stainless steel: 
Sheet and strip ........... . 
Plate .......... · ........... . 
Bar .............. · ........ · .. . 
Rod .................... ··.· 

Subtotal ................ . 
Alloy tool steel, all forms,. 

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

Stainless steel: 
Sheet and strip ............ · 
Plate ...................... . 
Bar ....................... . 
Rod ....................... . 

Subtotal ................ . 
Alloy tool steel, all forms .. 

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

736,386 
101,375 
116, 529 
33,751 

'988,041 
57,707 

1,045,748 

70.4 
9.7 

11. 1 
---~_:.1 __ _ 

94.5 
5.5 

100.0 

1984 1985 1986 

In short tons 

734,736 766,247 704,283 
128,294 144,504 123,458 
177,948 157,481 126,952 

·- 4 7, 1~._1 ____ 3_0, 77.9 __ ,. .. 3 8..1 . .:!il_ 
1,088,099 1,099,002 ·993,534 

89,902 66,110 68,26• 
1.J.?..~,001 __ .. 1,165,112 1,061,798 

__ !.!:!__Ee re en t ···----

62.4 65.8 66.3 
10.9 12.4 11.6 
15.1 13.5 12;0 

4.0 2.6 .. ..... _._ ... _hl_ 
92.4 94.3 93.6 

7.6 5.7 6.4 
100.0 100.0 100.0 

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

R_od .-.. ·Production of stainless steel wire rod increased by 39. 6 percent 
from 1983 to 1984, declined by 34.7 percent in 1985, then increased by 26.2 
percent in 1986. Production of stainless steel wire rod accounted for 4 
percent of all the stainless.and alloy tool steel products covered by this 
investigation in 1986. 

~lloy tool steel .-.. Alloy tool steel production accounted for 6 percent of 
1986 production of stainless and alloy tool steel products covered by this 
investigation. Production of this product increased by 55.8 percent from 1983 
to 1984, then decreased by 26.5 percent from 1984 to 1985 before increa~ing by 
3.3 percent from 1985 to 1986. 

U.S. capacity and capacity utili~ation 

U.S. producers' capacity to produce stainless steel and alloy tool steel 
and the utilization of that capacity during 1983-86 are shown in table 4. 

Capacity to produce the stainless steel and alloy tool steel products 
subject to this investigation declined from 1.6 million short tons in 1983 to 
1.5 million short tons in 1984, a drop of 7 percent, then increased slightly 
by less than 1 percent in 1985. Capacity then increased by 6 percent in 
1986. Production increased irregularly from 1983 to 1985; therefore, capacity 
utilization increased from 63.6 percent in 1983 to 77.4 percent in 1984, then 
dropped to 65.1 percent in 1986. 
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Table 4 
Stainless steel and alloy tool steel: U.S. producers' practical capacity and 
capacity utilization, 1983-86 

Item 

Stainless steel: 
Sheet and strip ........... . 
Plate .............. '. ...... . 
Bar ....................... . 
Wire rod .................. . 

Subtotal ............. , .. . 
Alloy tool steel, all forms .. 

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

Stainless steel: 
Sheet and strip ............ 

1983 

9.74 I 700 
225,139 
234,600 

46,600 
1,481,039 

162,413 
1,643,452 

75.6 

1984 1985 

Capacity (short tons) 

879I100 
185,900 
201,500 

63,800 
1,330,300 

192,207 
1,522,507 

897,600 
182,900 
205,600 

59 200 
1,345,300 

191,988 
1,537,288 

1986 

986,400 
188,000 
219,600 

59,400 
1,453,400 

177,762 
1,631,162 

Capacity utilization (percent) 

83.6 85.4 
Plate ...................... 45.0 69.0 79.0 

71.4 
65.7 
57.8 
65.4 

Bar ........................ 49.7 88.3 76.6 
Wire rod ................... 72.4 73.9 52.0 

Subtotal ................. 66.7 81. 8 81. 7 
Alloy tool steel, all forms .. 35.5 46.8 34.4 

Tot~l .................... 63.6 77.4 75.8 

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

68.4 
38.4 
65.1 

The capacity utilization rates for stainless steel sheet.and strip and 
wire rod were lower in 1986 than they had been in 1983, whereas the 
utilization rates for plate and bar were higher than they had been in 1983 but 
lower than they had been in 1984 and 1985. The average utilization rate for 
the stainless steel products increased from 66.7 percent in 1983 to 81.8 
percent in 1984 and 81.7 percent in 1985, then dropped to 68.4 percent in 1986. 

The utilization rate for alloy tool steel in all forms was higher in 1986 
than it had been in 1983. The utilization rates for the alloy tool steel 
products covered by this investigation increased from 35.5 percent in 1983 to 
46.8 percent in 1984, then dropped to 34.4 percent in 1985 before rising to 
38.4 percent in 1986. 

·u.s. producers' domestic shipments 

Total domestic shipments of stainless steel and -alloy tool steel 
increased from 1.0 million short tons in 1983 to 1.2 million short tons in 
1985, an increase of 15 percent (table 5). These shipments then declined by 
10 percent to 1.0 million short tons in 1986. 



Table· 5' · 
Stainless steel· ·and· alloy tool ste·e1: ··U.S. producer's d.o~estic shipments, '§y 
types; '1983-86 

1983 ; "1984' 1985 1986 

-· "' '· · ·9~anti~(j_hort t<:'n"""s ..... )_" _______ _ 
Stainless steel: 

Sheet and strip ........... . 711,121 738,986 776,547 688,452 
.. ·Plate .... : . : .... '. . · ... :· . . : : ·.·. 101:074 116,3~0 146,738' 118,271 

Bar: ... ; . ·: .. : ... ' .. · .. : . ~ . : ... . iil,478 144,220 i38,i79 127,196 
Wire · rod . ·: .. .' . · .... .' . . : ·: .. : . 

Subtotal .. ;·. : : .. : . .' .' ... :-. . 
_· · _31"'"'·,.__5_4""""8~----· _'4_8_,,,_7_3_7 ___ 3o, 3 23 3 6, 931 · 

955,221 1,048;323 1,091,987 970,850 
Alloy tool steel, all forms .. -~5~3~,2~5:...:3;__ __ -'-74-'-'-,1~4~6;;...._ ___ 68~,3~9-9 ____ 6_,_8,459 

Total ................... . 1,008,474 1,122,469 1,160,386 1,039,309 

Value (thousand dollars) 
Stainless steel: , .. 

Sheet·and strip:·.': ......... ·1,233;535 1,409,580 l,3~0.966 1,193,2.36 
Plate; .... ' ... .'.· .. : . .': .. :.: .. 205,692 250,988. 308,319 245,·973· 
Bar .... ;.·: .. :.:.": .. :.': . .'.... ·357;561' ·~ _598,5:65 4']6,.263 418,,948 

. Wire· rod .. · .. ~ .. : ; ..... ; . . . . . . _· ~59=-<-, 8;;_;;5:...:0;__ __ .:;:.iO~l ,_, 5:...:9,_· 4;__ __ .. _6.-,..6"'-'-, 3'"".5""'5'------"'""75 ..... ·._, 7_0_2,--
Subtotal. ....... , ........ 1,856,638. ·2,270,727 2,191,903 1,933,859 

A 11 o y too 1 s tee 1 , all forms . . 2:..::5:.:3~·-=1:..:5:...!4 __ __:3::...:6:.:0~,-=8:.::2:..:5 __ __:3:.:2:.:9'-','-'4""'"7_;::;5 __ .....;3"-'2;;,;;3'-',c..;.'7-"'7--'4-
To ta l. ................... 2,109,792 2,631,552 2,521,378 2,257,633 

Stainless steel: 
Sheet and strip ........... . 
Plate ..................... . 

. Bar.;·.-.: .......... ·.• .. · ...... . 
Wire rod .................. . 

Subtotal ................ . 
Alloy tool steel, cfll forms .. 

Total ......... · .: · .. · ....... . 

$1 ',735 
2,035 
3,207 
l, 897. 
1,944 
4,754 
2,092 

Unit value (~er ton) 

$1,907 
• 2, 157 

3,526 
2,085 
2, 166 
4,866 
2,344 

. ·$1,727 
2, 101 
3,442 
2,188 
2;007 
4,816 
2, 173 

$1,733 
2,080 
3,294 
2,050 
L992 
4, 729 
2,'172 

Source: Compiled from data submitted in response to questionnaires of th~·· 
U.S. ;Tnb~rnational Trade Commission. 

Stainless steel .-·Domestic shipments of all the. stainless sJeel products 
covered by this in~e~tigati~n i~creased by 14-pe~c~nt frci~ 1983 to 1985, then 
declined by 11 percent from 1985 to 1986. 

She~t and strip. -Domestic shipments of sheet and strip in.creased 
steadily from 711,121 short tons in 1983.to 776,547 short tons in 1985, an 
inc·rease .. o'f 9 percent; before declining by 11 p'ercent. to 688,-452 short tons in 
1986. 

Plate. --·Domestic shipments of stainless steel plate increased from' 
101,074 short tons .. in 1983.to 146~·738 short ·tons in' 1985, an increase· of 45 
percent. Domestic shipments of this produ~t then d~clined by 19 pe~cent to 
118,271 short tons in 1986. 
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Bar.~Stainless steel bar shipments increased from 1983 to 1984, 
from 111,478 short tons to 144,220 short tons, respectively, an increase of 29 
percent. These shipments then declined by 4 percent in 1985 and by 8 percent 
in 1986. 

Wire rod.~Domestic shipments of wire rod increased from 31,548 
short tons in 1983 to 48,731 short tons in 1984, an increase of 54 percent, 
then dropped by 38 percent ih 1985 before lncreasing by 22 p~~cent to 36,931 
short tons in 1986. 

Alloy tool steel, all forms .-·Domestic shipments of alioy tool steel, all 
forms, increased from 53,253 short tons in 1983 to 74,146 short tons in 1984, 
an increase of 39 percent. Shipments of these products th~~_declined by 8 
percent in 1985 before increasing by less than 1 percent in 1986 to 68,459 
short tons. 

U.S. exports 

U.S. producers' exports (table 6) of stainless steel and alloy tool steel 
products dropped from 37,262 short tons in 1983 to 30,996 short tons in 1984, 
a decline of 17 percent, increased by 43 percent to 44,381 short tons in 1985, 
then declined by 6 percent in 1986 to 41,832 short tons. Principal export 
markets are Mexico, Taiwan, Canada and Israel. 

Table 6 
Stainless steel and alloy tool steel: U.S. exports, by types, 1983-86 

(In short tons) 

Item 1983 1984 1985 1986 

Stainless steel: 
Sheet and strip ............ 23,818 20,081 25,776 29,617 
Plate ...................... 4,393 3,370 8,031 3,523 
Bar ........................ 4,787 4,490 7,456 5,720 
Rod ........................ 698 728 1 024 828 

Subtotal ................. 33,696 28,669 42,287 39,688 
Alloy tool steel, all forms .. 3,566 2,326 2,094 ' 2, 144 

Total .................... 37,262 30,996 44,381 41,832 

Source: Compiled from official statistics of the U.S. Dep~r-t!Rent of Commerce. 

U.S. producers' inventories 

End users and service center/distributors perform much of the inventory 
function in the domestic market for stainless steel and ailoy tool steel 
products. However, end-of-period inventories were large, particularly for 
alloy tool steel products, because the economies of scale found in the melting 
operations require the melting of a significant amount of steel, even though 
tool steel is ordered in small lots (table 7). 
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Table 7 
Stainless steel and al1oy tooi steel: U.S. producers' end-of-period 
inventories, and as a share of shipments, 1983-86 

Item 1983 1984 1985 

In short tons 

1986 

-----.. ··--- --·----------
Stainless steel: . 

Sheet and strip ........... . 
Plate ................... ., .. 
Bar ....................... . 
Wire rod .................. . 

Subtotal ................ . 
Alloy tool steel, all forms .. 

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

Stainless steel: 
Sheet and strip ........... . 
Plate ..................... . 
Bar ....................... . 
Wire rod ... : .............. . 

Subtotal ................ . 
Alloy to.ol steel, all forms .. 

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

139,813 
20, 118 

. 42,931. 
4,892 

. 207,754 
37, 107. 

244,861 

19.6 
19.7 
38.2 
15.2 
22.3 
70.8 
24.8 

134,878 
23,429 
47,141 

7,334 
212,782 

41, 2Q.~ 
253,988 

In 

18.0 
20.1 
32.4 
14.9 
20.0 
49.4 
22.2 

140,852 141, 260 
20,052 27,148 
51,498 44,039 

4,628 6,871 
217 ,0,30 219,318 

39,073 36,417 
256, 103 255,735 

p~rcent ------
l '7. 9 19.8 
13.5 22.2 
36.8 34.2 
14.9 18.2 
.~~.6 21.9 
58. 7. 48.3 
21. 9 23.8 

Source: Compiled from data ~ubmitted in respons~ to que~tionnairei of the 
U.S. Internati6nal Trade Commiss~on. · 

" 
Average inventories of stainless steel products in this investigation 

were between 19 and 23 percent of shipments with.the highest inventories being 
of stainless steel bar, which were between 32 and 39 percent of shipments .. 
Inventories of alloy tool steel as a percent of shipments were much higher, 
ranging from 71 percent in 1983 to 48 percent in 1986. 

U.S. producers' unfilled orders 

. Unfilled orders of stainless steel held by U.S. producers declined by 31 
percent from 1983 to 1984, then increased by 14 percent from 1984 to 1986. 
Unfilled orders of alloy tool steel increased by 16 percent from 1983 to 1984, 
then declined by 10 percent from 1984 to 1~86 (table 8). 
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Table 8 
Stainless steel and alloy tool steel: U.S. producers' end-of-period unfilled 
orders, 1983-86 

(In short tons) 

Ite.m 1983 1984 1985 1986 

Stainless steel: 
Sheet and strip ............ 189,249 120 I 157 142,093 140,290 
Plate ........................ 10,008 17,987 8,257 13,820 
Bar ........................ 20,730 15,495 15,180 17 I 136 
Wire rod .............. , .... , 16,262 io,022 12,830 15,658 

Subtotal ................. 236,249 163,661 178,360 186,904 
Alloy tool steel, all forms .. 51827 6,746 6,338 61404 

Total .................... 242,076 1701407 184,698 193,308 

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

U.S. employment 

The average number of production and related workers employed in 
establishments producing stainless steel and alloy tool steel, and the hours 
worked by these workers, are shown in tables 9 and 10. The total number of 
production and related workers producing stainless steel and alloy tool steel 
increased from 12,897 in 1983 to 13,624 in 1984, an increase of 6 percent. 
The number of production and related workers in these industries then declined 
steadily to 10,967 workers in 1986, representing a drop of 20 percent. The 
largest declines in employment occurred in the stainless steel sheet and strip 
sector, where employment fell by 30 percent. 

Table 9 
Stainless steel and alloy tool steel: Average number of production and 
related workers, 1983-86 

Item 1983 1984 1985 1986 

Stainless steel: 
Sheet and strip ............. 5,580 5,405 4,654 4,012 
Plate ............... '. ....... 1,208 1,196 1,230 1,139 
Bar ........................ 4,180 4,497 4,205 3 I 717 
Rod ........................ 623 805 542 66Q __ 

Subtotal ................. ll, 591 11, 906 10, 631 9,528 
Alloy tool steel, all forms .. 1,829 2,250 2,065 1,951 

Total .................... 13,420 14,156 12,696 ll, 479 

Source: Compiled from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 
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Table 10 
Stainless• steel and alloy tool steel: Number of hou~s ~orked by producti6~ 
and related workers in U.S. establishments fo which products are produced: ... 
1983-86 

(1,000 hours) 

Item 1983 1984 1985 1986 

Stainless steel: 
She'et and strip ............. ll, 535 10,886 9,615 8,447 
Plate ...................... 2,423 2,504 2,623 2,174 
Bar.: ...................... 7,024 9,067 8,025 6,946 
Rod .. , ........ · ... · .......... 1,253 l,681 1,084 1,287 
.·Subtotal ................. 22,235 24,138 21,347 18,85~ 

Alloy tool steel, all forms .. 3,24~·--- 4,235 4,134 3,830 
:: Total .................... . 25,477 28,373 25,481 22,684 

·~~~~·~~~~~~·-~~-

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

Employees of most specialty steel producers are represented by the United 
Steelworkers of America, AFL-CIO, a copetitioner in.this investigation. Data 
on the average hourly wage and hours worked per ton produced by the production 
and related workers in thi~ industry.are present~d in tables 11 and ~2., 

The number of hours worked by production and related workers in th~ 
stainless ·steel and· alloy tool steel industries increased by 11 percent from 
1983 to 1984, then declined steadily by 20 perce.nt from 1984 to 1986. 

-Table 11 
Stainless steel and alloy tool steel: Average hourly wage. of production and 
related workers, 1983-86 

Item 1983 1984 1985 1986 

Stainless steel:· 
Sheet and strip ............ $15.75 $16.15 $16.29 $16.99 

·Plate ........................ 15.29 16.14 15."34 15.78 
Bar ................ · ........ 13. 61 14.64 14.82 15.50 
Rod.· ... ; : .................. 16.41 15.64 16.23 16.36 

Subtotal; ...... : ......... 15.06 15.58 15.88 16.29 
Alloy tool steel, all forms .. 15.25 14.82 14.34 14.71 

Total .................... 15.08 15.46 15.44 16.04 ... 
Source: Compiled from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 

,., 

I 
v 
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Table 12 
Stainless steel and alloy tool steel: Hours worked per toh of output of 
production and related workers in U.S. establishments in which products are 
produced, 1983-86 

(hours per ton) 
,. 

Item _____ ------·--·----'-19"--8-~----------' 198'!._ ___ ·---···--l-~~-

Stainless steel: 
Sheet and strip ........... . 
Plate ..................... . 

15.7 
23.9 

14.8 
19.5 

Bar. . . . . . . . . . . . . . . . . . . . . . . . 60. 3 50. 6 
Rod. . . . . . . . . . . . . . . . . . . . . . . . -~L-· 1 ____ , __ 3 ?2---"-· 

Subtotal ....... ;......... 22.5 22.2 
Alloy too 1 s tee L all forms . . _.?..9-:_L_·----~Z..:.l._.---·-·· 

. Total. . . . . . . .. . . . . . . . . . . . . 24. 4 24. 1 

-------.. -----·---· 

12.5 
18.2 
51.6 
3_?. 2 
19,4 
62.5 
21.6 

1986 

12.0 
17.6 
54.2 
33.1. __ _ 

19.0 
56.1 
21.4 

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

Overall stainless steel and/or alloy tool steel .·-Income-and-loss data 
were received from 19 U.S. producers on their operations producing all 
stainless steel ~nd alloy tool steel. These data are presented in table 13. 
The reporting 19 producers together accounted for 98 percent of U.S. 
producers' shipments in i986. Total net sales of all stainless steel and 
alloy tool steel increased by 24 percent from $2.3 billion in 1983 to $2.9 
billion in 1984 and then declined by 8 percent to $2.6 billion in 1986. 

The responding firms' aggregate operating income peaked at $262 million, 
or 9.1 percent of net sales, in 1984 from $98 million, or 4.2 percent of net 
sales, in 1983. Aggregate operating income declined to $92 million, or 3.3 
percent of net sales in 1985, below the level of that of 1983 but rose to $221 
million, or 8.3 percent of net sales in 1986. The pretax net income margin 
followed the same trend as the operating income margin. 

* * * * * * * 
Cash flow from operations rose from $126 million in 1983 to $282 million 

in 1984; declined to $104 million in 1985 and then increased to $227 million 
in 1986. Operating losses were sustained by 9 of the 19 reporting firms in 
1983 and 1985 whereas such losses were reported by 5 firms in 1984 and 7 firms 
in 1986. 

Stainless steel sheet and strip.--Income-and-loss data were received from 
10 U.S. producers on their stainless steel sheet and strip operations. These 
data are presented in table 14. The reporting producers.together accounted 
for 100 percent of U.S. producers' shipments in 1986. Total net sales of 



A-29 

Table 13 
Stainless steel and alloy to~l steel: Income-and-loss data of 19 U.S. 
producers on their operations, 11 1983-86 

Item 1983 1984 1985 

Net sales: 
'/ ' 

Trade .............. '.million dollars .. 2,306 2,854 2, 710 
Intra-Intercompany 

transfe.rs .................... do ... . ' 19 25 38 
Total net sales ............ : do ... . 2,325 2,879 2,7~8 

Cost of goods sold .............. : .~o ... . 21050 2!420 2,453 
Gross profit or (loss) .......... '.do ... . 275 459 .295 
General, sel~ing, and. . 

administrative expenses .. ~ ..... do ... . 177 197 203 
Operating income or (loss) ....... do ... . '98 262 92 
Irterest expense£/ .............. do ... . 30 41 40 

1986 

2,617 

52 
2,669 
2,252. 

.417, 

196. 
221 

43 ' 
Other income or (expense), net 2/do ... . ___JJ) (6) ( 18J__~fil_ 
Net income or (loss) before 

income taxes ................... do ... . 66 215 34 156 
Depreciation and amortization 

expense included above '!.:/ . "do .... 60 67' 70 71 
Cash flow or (deficit) from 

operations ~/ .................. do ... . 12,6 282 104 227 
As a share of net sales: 

Gross prof.it or (loss); ..... percent .. 11. 8 15.9 10.7 15.6 
Operating income or (loss) ..... do .... 4.2 9 .1 3.3 .8 .3 
Net income or (loss) 

'before income tax,s .•........ do ... . 2.8 7.5 1. 5 6.0 
Cost of goods sold ............. do ... . 88.2 84.1 89.3 84.4 
General, selling, and 

administrative expenses ...... do ... . 7.6 6.8 7.4 7.3· 
Number of firms reporting: 

Operating losses .................... . 9 5 9 7 
Net losses ......... :" ............... . 8 5 10 9 

perc·ent of U.S. shipments in 1986. 11 The reportin.g. firms accounted· for 100 
£/ * * * . \..... . ' ' ' 
~/ Defined as pretax net income or loss plus depreciation and amortization 
expense. 

Source: Compiled from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 
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Table 14 
Stainless steel sheet and strip: Income-and-loss data of 10 U.S. producers on 
their operations, 11 1983-86 

Item 

Net sales: 
Trade ............... million dollars .. 
Intra-Intercompany 

transfers ..................... do ... . 
Total net sales ............ do ... . 

Cost of goods sold ............... do ... . 
Gross profit or (loss) ........... do ... . 
General, selling, and 

administrative expense~ ........ do ... . 
Operating income or (lq~s) ....... do ... . 
Interest expense ................. do ... . 
Other income or (expense), net ... do ... . 
Net income or (loss) before 

income taxes ................... do ... . 
Depreciation and amortization 

expense included above ......... do ... . 
Cash flow or (deficit) from 

operations '!:_/ ••• ...•.••••••••.• do .... 
As a share of net sales: 

Gross profit or (loss); ..... percent .. 
Operating income or (loss) ..... do .... · 
Net income or (loss) 

before income taxes .......... do ... . 
Cost of goods sold ............. do ... . 
General, selling, and 

administrative expenses ...... do ... . 
Number of firms reporting: 

Operating losses .................... . 
Net losses .................. : ....... . 

1983 

1,224 

10 
1,234 
1,088 

146 

42 
104 

16 

88 

21 

109 

11. 8 
8.4 

7 .1 
88.2 

3.4 

2 
3 

1984 

1,403 

13 
1,416 
1,190 

226 

47 
179 
15 
(5) 

159 

21 

180 

16.0 
12.6 

11.2 
84.0 

3.3 

1 
1 

1985 

1,328 

19 
l,347 
1,201 

146 

57 
89 
16 
(9) 

64 

24 

88 

10.8 
6.6 

4.8 
89.2 

4.2 

2 
2 

11 Reporting firms accounted for 100 percent of U.S. shipments in 1986. 

1986 

1,204 

13 
1,217 
1,017 

200 

45 
155 
15 
(8) 

132 

22 

154 

16.4 
12.7 

10.8 
83.6 

3.7 

1 
0 

'!:_/ Defined as pretax net income or loss plus depreciation and amortization 
expense. 

Source: Compiled from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 
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stainless steel sheet and strip inGreased by 15 percent fro~ $1.2 billion· in 
1983 to $1.~ bil)ion.in 1984 and t~~n d~clined ~tea~ily to $1:3 billio~ in 
1985 and $1.2 billion in 1986, a drop of 14 percent from the 1984 l~vei of 
sales. 

U.S. producers' operations on stainless steel sheet and strip were 
profitable throughout the period of investigation. Aggregate operating income 
.increased by 72 percent, from $104 million in 1983 to $179 million in 1984; 
and then decl.ined by 50 perceri·t to $89 million. in :i985. In 1986, .such income 

.rose to $155 million despite decreasing sales. The ratio of operating income 
·to net sales rose from 8.4 percer:it .in 1983 to 12.6 percent in 1984, .d.ropped to 
6.6 percent in 1985 and then.increased to 12.7 percent in 1986. t~e pretax 
net incom'e margin followed a .t.rend similar. to that of the operating income 
margin. 

* * * * * 
Casb flow from operatioris increased from $109 million in 1983 to $180 

~illion in 1984 arid th~n declined to $88 million in 19.5. ·such cash flo~ rose 
to $154 million in 1986. Two of the ten reporting firms sustained operating 
losses in 1983 and 1985 whereas only one firm reported such losses in ·1984 and 
1986. 

... ., 

Stainless steel plate .-·Income-and-loss data were received from 7 U.S. 
producers on their stainless steel plate operations .. These data are.presented 
in table 15. These reporting producers .accounted for virtually all of .U.S. 
producers' shipments .in 1986 .. Total net sales of stainless steel plate rose 
by 44 percent from $~13.0 milli~n in 1~83 to $306.3 miliion.in.l9i5 and then 
fell by 20 percent to $244.6 million in 19~6. · 

An aggregate operating loss of $6.7 million, or 3.2 p~rcent of net .sales, 
~n 1983 turned into an operating income of $12.7 millioo, o~.4.~ pe~cent of 
net sales, in 1984: Operating income then declined to $4.6 million,. or 1.5 
percent of net sales, in 1985, despite increasing sales. * * * 

* * * * * 
Cash-flow f~om operations improved from a negative $7.3 ~illion in 1983 

to a·positive $9.2 ~illion'(n i984 and then declined to $1.5 million in 1985. 
In 1986, such cash-flow jumped to $15.6 million. Operating and net losses 
were sustained by four and three of the seyen reporting firms, respectively, 
in 1983 and 1985, whereas only on~ firm report~d iuch l~sses iri 1984 and 1986. 

Stainless steel bar.~-Income-and-loss data were received from eight U.S. 
producers on their stainless steel bar operations. These data are presented 
in table 16. These producers together accounted for all of U.S. producers' 
shipments in 1986. Total net sales of stainless steel bar increased by 41 
percent from $363.4 million in 1981 to $511.3 million in 1984 and then 
declined steadily to $423.8 million in 1986. 

The reporting firms suffered an aggregate operating loss of $9.9 million 
in 1983 but earned an operating income of $18.9 million in 1984. Such income 
declined to .$5.7 million in 1983 and $4.5 million in 1986. The operating loss 
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Table 15 
Stainless steel plate~ Income-and-loss data of 7 U.S. producers on their 
operations, 11 1983-86 

Item 

Net sales: 
Trade ................. 1, 000 dollars .. 
Intra-Intercompany 

transfers ............... : .... do ... . 
Total ................... _ .. do ... . 

Cost of goods sold ............... do ... . 
Gross profit or (loss) ..... ,, .... do ... . 
General, selling, and 

administrative expenses ........ do ... . 
Operating income or (loss) ....... do ... . 
Interest expens~ ................. do ... . 
Other income or (expense), net ... do ... . 
Net income or (loss) before 

income taxes ................... do ... . 
Depreciation and amortization 

expense included above ......... do ... . 
Cash flow or (deficit) from 

operations ~/ .................. do ... . 
As a share of net sales: 

Gross profit or (loss) ...... percent .. 
Operating income or (loss) ..... do .... 
Net income or (loss) 

before income taxes .......... do ... . 
Cost of goods sold ............. do ... . 
General, selling, and 

administrative expenses ...... do ... ·. 
Number of firms reporting: 

Operating and net losses ............ . 

1983 

2i3,025 

213,025 
. 205, 716 

7' 309 

1984 

265,520 

265,520 
239,664 

25,856 

1985 

298,818 

7,450 
306,268 
286,036 

20,232 

1986 2/ 

223' 120 

21 491 
244,611 
213,678 

30,933 

14,042 13,167 15,666 14,198 
(6,733) 12,689 4,566 16,735 
4,046 5,772 7,891 3,899 

~< 2::..i•c.::3.:.,60;:...)'--_L2' 6 79j_ _ __._( =-1 '<...::2:..::9.=..0.L.) _.....,(?I 586) 

(13,139) 

5,808 

(7 I 33.l) 

3.4 
(3.2) 

(6.2) 
96.6 

6.6 

4 

4,238 (4,615) 

4,976 ,_._6_J15 _, .... 

9,214 

9.7 
4.8 

1.6 
90.3 

4.9 

1 

1,500 

6.6 
1. 5 

( 1. 5) 
93.4 

5.1 

3 

10,250 

5,306 

15,556 

12.6 
6.8 

4.2 
87.4 

5.8 

1 

!/ The reporting firms accounted for 100 percent cf U.S. shipments in 1986. 

!,/ * * * 
~/ Defined as pretax net income or loss plus depreciation and amortization · 
expense. 

Source: Compiled from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 
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Table 16 
Stainless steel bar: ·Income-and-loss data of 8 U.S. producers on their 
operations, ll 1983-86 

Item 

Net sales: 
Trade ................. l, 000 dollars .. 
Intra-Intercompany 

transfers .................... do ... . 
Total net sales ............ do ... . 

Cost of goods sold ............... do ... . 
Gross profit or (loss) ........... do ... . 
General,. selling, and 
, administrative expens~s ........ do ... . 
Operating income. or (loss) ....... do ... , 
Interest expense '?:_/ • ••••••••.•••.• do .. '. . 
Other income or (expense), net 1/do .... 
Net income or (loss) before 

income taxes ................... do ... . 
Depreciation and amortization 

expense included above .......... do ... . 
Cash flow or (deficit) from 

operations '!/ .................. do ... . 
As a share of net sales: 

Gross profit or (loss) ...... percent .. 
Operating income or (loss) ..... do .... 
Net income or (loss) . · 

before income taxes .......... do ... . 
Cost of goods sold ............. do ... . 
General, selling, and 

administrative expenses ...... do ... . 
Number of firms reporting: 

Operati.ng losses .................... . 
Net losses .......................... . 

1983 

363,291 

59 
363,350 
329,766 

33 t 584 

43,526 
. (9,942) 

6, 352 
_l_,~85 

(14,909)/ 

13,556 

(l,353) 

9.2 
(2.7) 

( 4. 1) 
90.8 

12.0 

5 
5 

1984 

507,464 

3 808 
511, 272 
440,035 

71,237 

1985 

478,932 

296 
479,228 
421,864 

57,364 

1986 

423,755 

4 
423,759 
374,933 

48,826 

52,303 51,623 44,372 
18,934 5,741. 4,454 
9,482 10,958 11,748 

,_..;;;.l_,_1 6.;;..;5;..;;;1'-___.(,.;;:;2..:-1 0;;;...;;3;-::6-L.) _ _.(..;;;.l, I 7 6 8) 

11, 103 

15,885 

26,988 

13.9 
3.7 

2.2 
86.1 

10.2 

5 
5 

(7,253) (9,062) 

16,594 

9,341 

12.0 
1. 2 

( 1. 5) 
88.0 

10.8 

6 
6 

15,057 

5,995 

11.5 
1. 1 

(2.1) 
88.5 

10.5 

5 
6 

ll The reporting 8 firms accounted for 100 percent of U.S. shipments in 1986. 

'?:_/ * * * 
~/ Defined as pretax net income or loss plus depreci~tion and amortization 
expense. 

Source: Compiled from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 
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margin of 2.7 percent in 1985 turned into an operating income margin of 3.7 
percent in 1984, the highest level durini the period of investigation. The 
operating income margin dropped to 1.2 percent in 1985 and 1.1 percent in 
1986. The reporting firms sustained net losses before income taxes in each 
period except 1984, but pretax income or loss margins showed a trend similar 
to that of the operating income or loss margin. 

* * * * * * * 
Cash flow from operations rose to a positive $27.0 million in 1984 

compared with a negative $1.4 million in 1983. Such cash-flow then declined 
to $9.3 million in 1985 and $6.0 million in 1986. Five of the eight 
responding firms sustained operating losses during 1983-86, except in 1985 
when six firms reported such losses. 

Stainless steel wire rod.--Income-and-loss data were received from five 
U.S. producers on their stainless steel wire rod operations. These data are 
presented in table 17. The reporting producers together accounted for _100 
percent of U.S. shipments in 1986. Total net sales of stainless steel wire 
rod rose by 79 percent, from $61.5 million in 1983 to $109.9 million in 1984, 
declined by 37 percent to $69.0 million in 1985, and then increased by 14 
percent to $78.7 million in 1986. 

U.S. producers' operations on stainless steel wire rod were unprofitable 
for each year covered by the investigation. However, aggregate operating 
losses declined in each period, from $11.1 million in 1983 to $3.1 million in 
1986. The operating loss margin dropped steeply, from 18.1 percent in 1983 to 
6.6 percent in 1984, increased slightly to 6.9 percent in 1985, and then fell 
to 4.0 percent in 1986. Pretax net loss margins followed a trend similar to 
the operating loss margins. 

* * * * * * * 
Cash flow from operations dropped from a negative $10. 5 million in 1983 

to a negative $1.6 million in 1986. Three of the responding five firms 
sustained operating losses during 1984-86, whereas four firms sustained such 
losses in 1983. 

Alloy tool steel products.--Income-and-loss data were received from 12 
U.S. producers on their operations producing alloy tool steel products. These 
data are presented in table 18. The reporting producers together accounted 
for 96 percent of U.S. producers shipments in 1986. Total net sales of alloy 
tool steel products increased by 36 percent, from $244.7 million in 1983 to 
$333.3 million in 1984 and then declined by 14 percent to $286.5 million in 
1986. 

Aggregate operating income was reported for all years covered by the 
investigation. Such income jumped from $4.5 million, or 1.8 percent of net 
sales, in 1983 to $34.8 million, or 10.4 percent of net sales, in 1984 and 
then dropped to $16.3 million, or 5.3 percent of net ~ales, in 1985 and $15.4 
million, or 5.4 percent of net sales, in 1986. Pretax net income margins 
generally followed a trend similar to those of the operating income margins. 
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Table 17 
·Stainless steel wire rod: Income-and-'loss data of· 5 U.S. producers on their 
operations, !/ 1983-86 

Item 1983 

Net sales: 
Trade .............. ~ .. 1, 000 dollars. . · 61, 454 
Intra-Intercompany 

transfers ................. · ... do ... . 
. . Total net sales .......... : .do ... . 

Cost of goods sold ............... do ... . 
G~oss p~ofit or (loss): .... :: .... do ... . 
General, selling, and 

.administrative expenses ........ do ... . 
Operating income or (loss) ....... do ... . 
Interest expense ~I: ............ . do ... . 
Other income or (expense), net £/do ... . 
Net income or (loss) before 

. 61,454 
64,968 
(3,514) 

7,594 
. (ll, 108)· 

1,967 
49 

income taxes ....... ;; .......... do .... · (13,026} 
Depreciation and amortization 

expense included above.,., .... ~.do .... 2,509 
Cash flow or (deficit) from 

operations 11 .............. ; ... do.... (10,517} 
As a share of net sales: 

Gross profit or (loss) ...... percent .. 
Operating income or (loss) ..... do .... 
Net income or (loss) 

before income taxes .... : ..... do ... . 
Cost of goods sold .......... ~ .. do ... . 
General, selling, and 

administrative expenses ...... do ... . 
Number of firms reporting: 

Operating losses ........... ; ........ ; 
Net losses .......................... ', 

(5. 7) 
{18.1) 

{21. 2) 
105.7 

12.4 

4 
4 

1984 

109,896 

109,896 
107,369 

2,527 

9 ,741' 
•(7,214) 

2,958 
1,416 

{8,756) 

3,'310· 

(5,446~ 

2.3 
(6.6) 

. (8~0) 
97.7 

8.9 

3 
3 

1985 

69,019 

. 69,019 
66,692 

2,327 

7,078-
(4,751) 

l,·718 . 
. (216) 

{6,685) 

3·; 229 

(3~456) 

3.4 
(6.9)" 

(9.7) 
"96. 6 

10. 3' 

3 
3 

1986 

78,654 

78,654 
74 ,·154 

4,500 

7,635 
·(3,135) 

1,865 
(146) 

(5,146) 

3,546 

(1,600) 
' 

5.7 
(4.0) 

(6.5) 
94.3 

9.7 

3 
4 

]j The reporting 5 firms accounted for 100 percent of U.S. shipments in 1986. 
'!:./*** 
11 Defined as pretax net income or loss plus ·depreciation and amortization 
expense. 

Source: Compiled from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 
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Table 18 
Alloy tool s.teel: Income-and-loss data of 12 U.S. producers on their 
operations, 11 1983-86 

·Item 

Net sales: 
Trade ................. l,000 dollars .. 
Intra-Intercompany 

transfers .................... do ... . 
Total net sales ... ,, .... , .. do ... . 

Cost of goods sold ............... do ... . 
Gross profit or (loss) ........... do ... . 
General, selling, and 

~dministrative expenses ........ do ... . 
Operating income or (loss) ........ do ... . 
+nterest expense£/ .............. do ... . 
Other income or (expense), net Z/do ... . 
Net income or (loss) befqre 

income taxes ................. ,.do ... . 
Depreciation and amortization 

expense included above£/ ...... do ... . 
Cash flow ·or (deficit) from 

operations ~/ .................. do ... . 
As a share of net sales: 

Gross profit or (loss) ...... percent .. 
Operating income or (loss) ..... do .... 
Net income or (loss) 

before income taxes .......... do ... . 
Cost of goods sold ......... ~· .. do ... . 
General, selling, and 

administrative expenses ...... do ... . 
Number of firms reporting: 

Operating losses .................... . 
Net losses .......................... . 

1984 1985 1986 2/ 

242,429 330,866 305,785 282,756 

2,237 2,391 2,034 3,703 
244,666 333,257 307,819 286,459 
202,l.~1~5~~2~5~5~·~5~3~4~-~2~4~7~·~6~7~1~~2=3~0~·~52~6=-

42,551 77,72j 60,148 55,933 

38,060 
4,491 
1,762 

.... _il_?.!). 

1,931 

9,377 

11, 308 

17.4 
i.8 

0.8 
82.6 

15.6 

8 
7 

42,948 43,846 40,529 
34,775 16,302. 15,404 
2,355 1,297 4,021 

·-~(1=-<'=0-=-80;:;...)L..-..._{>..::l'-<., ..:..."13:::..:1:....<) _ _.._( ~.1.nJ.2 

31,340 

9,285 

40,625 

23.3 
10.4 

9.4 
76.7 

12.9 

4 
4 

13,274 

10,085 

23,359 

19.5 
5.3 

4 .. 3 
80.5 

14.2 

6 
7 

7I172 

8,955 

16,127 

19.5 
5.4 

2.5 
80.5 

14.1 

5 
5 

11 The reporting 12 firms accounted for 96 percent of U.S. shipments in 1986. 

£/ * * * 
~/ Defined as pretax net income or loss plus depreciation and amortization 
expense. 

Source: Compiled from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 
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* * * * * * 
Cash-flow from operations rose from $11.3 million in 1983 to $40.6 

million in 1984 and then declined steadily to $23.4 million in 1985 and $16.1 
million in 1986. Operating losses were sustained by 8 of the 12 reporting 

·firms in 1983. ·Such losses were reported by four firms in 1984, six firms ih' 
1985, and five firms in 1986. 

Overal 1 o'perations .-·Seventeen U.S. producers of stainless .steel and/or . · · 
alloy tool steel products supplied financial data on their companies' overall. 
or divisional oper-tions. These data are presented in table 19. 'Ne~ s~les 
increased by 22 percent, from $2.6 ,billion in 1983 to $_3.2 billion in 1984 a11d 
then declined to $2.9 billion in 1~85 and $2.8 billion in i986. 

Aggregate operating income, which increased faster than net sales.. rose 
by 90 percent, from $161 million in 1983 (6.2 percent of net sales) tci $~06 
million in 1984 (9.7 percent of n~t sales); operating income declined to $132 
million (4.5 pe~cent of net sales) in 1985 and then increased to $222 milli~h 
(7.8 percent of net sales) in 1986. Aggregate ·pretax net income.margins 
followed a trend similar to that of the operating .income margins:. 

Cash-flow from operations increased from $209 million in 19~3 to $344 
million in 1~84, fell to $156 million in 1985, and then rose to $246 million 
in 1986. Operating losses were sustained by 6 of the 17 reporting firm~ in, 
1983. Such losses were reported by three firms in 1984, four firms in 1985, 
and five fir~s in 1986. . . . 

Financial condition of U.S. producers.-.. Key balance-s_heet information and 
selected financial ratios of the 17 U.S. producers of stainless steel and/or 
alloy tool steel products that provided income-and-loss dat~·on thei~ overail 
or divisional operations are presented in table 20. 

The current _ratio fpr the reporting prod~cers increased from 2.32 in 1983 
to 2.54 in 1985 and then declined to 2.21 in i986. A current ratio of .m6re 
than 2.0 is normally considered to be strong. ~ggregate working capital rose. 
by 9 percent, from $619 million in 1983 to' $672 million in 1984, arid then fell 
to $544 million in 1986, a drop of 19 percent. 

The net value of property, plant, and equipment increased from $890 
million in 1983 to $986 million in 1985 and then declined to $966 million in 
1986. * * * 

The minority shareholders of Allegheny Ludlum bought the shares of 
majority shareholders in a leveraged buyout 2 days before the end of the year 
in 1986. * * * 

Total assets increased by 6 percent, from $2.1 billion in 1983 to $2.2 
billion in 1984, and then declined to $2.0 billion in 1986. Long-term debt 
and total liabilities increased by 25 percent and 13 percent, respectively, 
during 1983-85 but declined by 18 percent and 6 percent, respectively, in 
1986. The· ratio of d~bt to equity for the 17 firms rose from 80.8 percent in 
1983 to 99.4 percent in 1986. 
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Table 19 
Stainless steel and alloy tool steel: Income-and-loss data of 17 U.S. 
producers on their overall or divisional operations, 11 1983-86 

Item 

Net Sales ............. million dollars .. 
Cost of goods sold ............... do ... . 
Gross profit or (loss) ........... do ... . 
General, selling, and. 

administrative expenses ........ do ... . 
Operating income or (los~) ....... do ... . 
Interest expense£/ .............. do ... . 
Other income or (expense), net ... do ... . 
Net income or (loss) before 

income taxes ................... do ... . 
Depreciation and amortiza~ion 

expense included above ......... do ... . 
Cash flow or (deficit) frQ~ 

operations ~/ .................. do ... . 
As a share of net sales: 

Gross profit or (loss) ...... percent .. 
Operating income or (loss) ..... do .... 
Net income or (loss) 

before income taxes .......... do ... . 
Cost of goods sold ............. do ... . 
General, selling, and 

administrative expenses ...... do ... . 
Number of firms reporting: 

Operating losses .................... . 
Net losses .......................... . 

1983 

2,595 
2, 231 

364 

203 
161 
22 
(1) 

138 

71 

209 

14.0 
6.2 

5.3 
86.0 

7.8 

6 
6 

1984 

3,163 
2,632 

531 

225 
306 

33 
(7) 

266 

78 

344 

16.8 
9.7 

8.4 
83.2 

7.1 

3 
3 

1985 

2,923 
2,560 

363 

231 
132 
31 

(24) 

77 

79 

156 

12.4 
4.5 

2.6 
87.6 

7.9 

4 
5 

1986 

2,830 
2,383 

447 

225 
222 

34 
(23) 

165 

81 

246 

15.8 
7.8 

5.8 
84.2· 

8.0 

5 
7 

11 The 17 reporting firms accounted for 95 percent of U.S. shipments in 1986. 

£/ * * *· 
~/ Defined as pretax net income or loss plus depreciation and amortization 
expense. 

Source: Compiled from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 
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Table 20 
Stai~less st~el'and alloy tool steel: Select~d balance sheet data and. 
financial ratios of 17 U.S. producers on their overall or divisional 
operations, as of the end of accounting years 1983-86 

---·-----····----------· 

Item 

Total current assets .. million dollars .. 
Property, plant and equipment, 

net ................ ~million dollars .. 
Total assets ..... · ................ do ... . 
Total current liabilities ........ do ... . 
Long-te.rm debt due after 

1 year ......................... do ... . 
Total liabilities ................ do ... . 
Equity ........................... do ... . 
Working c~pital ............... , .. do ... . 
Curren·t ratio ................... times .. 
Total debt·to equity .......... percent., 
Return on investment ratios: 

Pretax income or (loss) to--
Equity ..... , ............ percent .. 
Total assets ................. ~o ... . 
Invested capital 11 ......... . do ... . 

1983 

1,086 

890 
2,075: 

467 

281 
<;J27 

1,147 
619 

2.32 
80.8 

12.0 
6.7 
9 .1 

1984 

1,161 

. 948 
2,-194 

489 

320 
1,013 
1,181. 

. 672 
2 .37 . 
85.8 

22.5 
12.l 
16.'4 

1985 

.1, 093 

' 986 
2,146 

430 

352 
11049 
l,097 

663 
2.54 
95.6 

7.0 
3.6 
4.7 

1986 

995 

966 
1,988 

451 

288 
991 
997 
54·4 

2. 21 · 
99.4 

16.5 
8.3 

10.9 

11 Invested capital is defined as working cap~tal plus net property, plant, 
and equipment. 

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

All of the different measures of return. on in~iestment showed a generally 
similar trend, peaking in 1984, declining in 1985 below t_he l_evel of 1983, and 
then rt'sing in 1986. ' 

Summary of operating income-and-loss data.-The ratios of operating 
income or loss to net sales reported by U.S. producers on their overall or 
divisional operations, all stainless steel and alloy tool. steel operations, 
and operations specifically on the stainless steel products and alloy tool 
steel products subject to this investigation are summarized in table 21. Data 
are also presented for the comparable profitability ratios compiled by the 
Bureau of the Census for all manufacturing companies and for all durable goods 
producers. 

Profitability in the overall operations as well as all stainless steel 
and/or alloy tool steel operations was higher in 1984 and 1986 and lower in 
1985 compared with the operating income margins in all manufacturing firms or 
all durable goods pfoducers; the profitability trend ·was the same during 
1983-85 but the stainless steel and alloy tool steel industry showed rising 
operating income ma~~ins in.1986. ·operations for all stainless st~el products 
and alloy tool steel products covered by this investigation followed.generally 
a similar trend in profitability except for stainless steel bar operatioMs, 
which reflected a decrease in operating income margins in 1986. 
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Table 21 
Ratios of operating income or (loss) to net sales for all manuf,acturing firms, 
all producers of durable goods, and producers of the stainless steel and alloy 
tool steel products subject to this investigation, 1983-86 

Item 

All manufacturing firms 1/ ...... . 
Manufacturers of durable 

goods !/ ...................... . 
Overall or divisional operations 
All stainless steel and/or alloy 

tool steel operations ......... . 
Stainless steel ~heet and strip .. 
Stainless steel plate ........... . 
Stainless steel ~ar ............. . 
Stainless steel ~ire rod ........ . 
Alloy tool steel, all forms ..... . 

1983 

5.9 

5.0 
6.2 

4.2 
8.4 

(3.2) 
(2.7) 

(18.1) 
1. 8 

1984 

6.8 

6.6 
9.7 

9.1 
12.6 
4.8 
3.7 

(6.6) 
10.4 

1985 

5.9 

5.3 
4.5 

3 ._3 
6.6 
l. 5 
1. 2 

(6.9) 
5.3 

1986 

5.6 

4.8 
7.8 

8.3 
12.7 
6.8 
1. 1 

(4.0) 
5.4 

J/ Derived from data published in the U.S. Department of Commerce, Bureau of 
the Census's Quarterly Financial Report. 

Source: Compil~d from data submitted in response to questionnaires of the 
U.S. International Trade Commission, except as noted. 

Impact of volume, pri_ce; and_ costs of production _on gros~ profit.--An 
analysis of the increase in the gross profit of the stainless steel and alloy 
tool steel industry between 1983 and 1986 ;is presented in table 22. An 
increase or decrease in U.S. producers' key items between 1983 and 1986 is 
also shown in table 22. The data presented in this table represent an 
analysis of the variation in gross profit. Each factor affecting gross 
profit, changes in volume, price, and cost of production, wa.s viewed in 
isolation from the other factors and its impact on the change in gross profit 
calculated. Volume variance was computed by measuring the change in volume of 
shipments between 1983 and 1986 while assuming that average gro.ss profit 
remained at the 1983 level. Price and cost of production variances were 
calculated by measuring the change between 1983 and 1986 in those factors 
while assuming that the volume remained at the 1983 le~el. j/ The assumptions 

j/ Producers' unit values were used to measure changes in prices between 1983 
and 1986. 
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Table 22 
Stainless steel and alloy tool steel: Effect of volume of shipments, price,· and 
cost of production increases or (decreases) on gross profit between 1983 and 1986 

Stainless steel 
Sheet 
and 

Alloy Total 
tool stainless 
steel, steel and 
all alloy tool 

Item ----· str!p Bar 
Wire 
rod Tot.~a~l __ ~f~o~r~m~s-~s~t~e~e~l-=-1~/~ 

Increase or (decrease) in 
U.S. producer's-

Net sales 
million dollars .. (17.0) 

Costs of goods sold 
31. 6 

do .... 
Gross profit ........ do ... . 
Shipments 

1,000 short tons .. 
Average unit revenue per 

(71. O) 
54.0 

(5.0) 

8.0 
23.6 

17.0 

short ton............... (11.8) (21.0) 
Average cost per short 

ton .................... . 
Average gross profit per 

short ton .............. . 
Increase or (decrease) in 

gross profit attribut­
able to-

Volume ... million dollars .. 
Price ............... do ... . 
Cost of production .. do ... . 
Combined ............ do ... . 

Total increase or 
(decrease) in gross 
profit ........... do ... . 

(88.8) (203.5) 

77.1 182.5 

(1.0) 1.2 
(8. 5) (2. 2) 
63.9 21.5 

_(.Q__. 4 ..... ) __ 3_._1 __ . 

54.0 23.6 

60.4 

45.2 
15.2 

16.0 

17.2 92.2 

9.2 (8.6) 
8.0 100.8 

6.0 34.0 

69.5 149.4 

( 11. 8) ( 78. 8) 

81.3 228.2 

4.8 
7.8 
1. 3 
1. 3 

15.2 

(0. 7) 4.3 
4.8 1.9 
2.5 89.2 
1.4 5.4 

8.0 100.8 

41. 8 

28.4 
13. 4 

14.0 

(340.8) 

(372.8) 

32.0 

11. 2 
(18.1) 
19.8 
0.5 

13.4 

134.0 

19.8 
114. 2 

48.0 

15.5 
(16.2) 
109.0 

.5.9 

114 .2 

!/Data do not equal those presented in table 13. That table included stainless· 
steel products other than those subject to this investigation. 

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

used to compute these variances were necessary to single out causes for change. To 
complete the computation, the combined variance caused by the interaction of all 
three factors was calculated by measuring the change in volume times the change in 
gross profit. GeneraUy, the combined variance is allocated to the three pure 
variances-··volume, price, and cost of production-in proportion to their 
relationship to each other: Oat~ on the three pure variances computed after the·· 
combined variances had been allocated as mentioned above, are presented in table.23. 
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Table 23 
Stainless steel and alloy tool steel: Increases or (decreases) in gross profit between 
1983 and 1986 due to volume, price, and cost of production changes 

Cost of 
Volume Price Production Total 

Per- Per- Per- Per-
cen- cen- cen- cen-
tage tage tage tage 
re la- re la- re la- re la-

Gross ti on Gross ti on Gross ti on Gross ti on 
Item ~rofit shi~ ·~rofi t shi~ ~rofit shi~ ~rofit shi~ 

Million Per- Million Per- Million Per- ~!Jlion Per-
dollars cent dollars cent dollars cent dollars cent 

Stainless steel: 
Sheet and 

strip ...... ( 1. O) ( 1. 8) (8.4) (15.6) 63.4 117 .4 54.0 100.0 
Plate ........ 1. 3 5.5 (2.5) (10.6) 24.8 105.1 23.6 100.0 
Bar .......... 5.2 34.2 8.6 56.6 1. 4 9.2 15.2 100.0 
Wire rod ..... {0.8} {10.0} 5.8 72.5 3;0 37.5 8.0 100.0 

Subtotal 4.7 4.6 3.5 3.5 92.6 91. 9 100.8 100.0 
Alloy tool 

steel, all 
forms ........ 11. 6 86.6 {18.6} {138.8} 20.4 152.2 13.4 100.Q. 

Total 16.3 14.3 (15.1) (13.2) 113 .0 98.9 114. 2 100.0 

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

The major factor contributing to the total increase of $114.2 million in the gross 
profit of the stainless steel and alloy tool steel industry is the reduction in the cost 
of production. Out of the total increase of $100.8 million in the gross profit for 
total stainless steel, $92.6 million (91.9 percent of the total increase) can be 
attributed to the reduction in the cost of production and $4.7 million (4.6 percent of 
the total increase) can be accounted for by the rise in sales volume of about 34,000 
short tons for the stainless steel products subject to this investigation; the 
fluctuation in unit values of these products accounted for the remaining $3.5 million 
(3.5 percent of the total increase). For alloy tool steel, all forms, the decrease in 
the cost of production was also the major factor, contributing $20.4 million (152.2 
percent of the total increase) to the total increase of $13.4 million in gross profit, 
whereas the increase in sales volume of about 14,000 short tons accounted for $11.6 
million (86.6 percent of the total increase) of the total increase in gross pr.ofit. The 
declining unit value accounted for a decline of $18.6 million ((138.8) percent of this 
total increase) in gross profit. 

The impact of declining ·costs of production was the major factor in the increase in 
gross profit for stainless steel sheet and strip and plate. For these products, average 
declining prices reduced the gross profit. The increase in average selling unit values 
was the major contributor to the increase in gross profit of stainless steel bar and 
wire rod. The increase in shipments in terms of short tons was the second major factor 
causing the increase in gross profit of stainless steel bars. For stainless steel wire 
rod, the second major contributor was the decrease in the cost of production. Even 
though there was an increase in sales volume of stainless steel wire rod, the volume 



A-43 

variance indic'ates a decrease in the gross profit, because in 1983, U.S. 
producers sustained aggregate gross losses on their stainless steel wire rod 
operations. 

Capital ~endi tures .·-·Data relative to domestic producers' ·capital 
expenditures to comply with Government regulations for l~nd and land 
impr0vements, building or leasehold improvements, and machinery, equipment, 
and fixtures used in the production of all stainless steel and ·alloy tool 
steel productr·in the producing e~tablishments, and for the four stainless 
steel products and all forms of alioy tool· steel products subject to 
investigation ,are presented in table. 24. 

All stainless steel and. alloy tool steel products .-Eighteen U.S. 
producers provided data for capital ~xpenditures for all stainless.steel and 
alloy tool steel products. Total capital expenditures declined. irregularly 
from $150.2 million in 1983 to $92.0 million in 1986. The majority of capital"· 
expenditures were for machinery, equipment, and fixtures. 

Stainless steel sheet and stri'p.-· Six dom.estic producers· reported 
data for capital expenditures for stainless steel she~t and strip. These 
expenditures d'ropped by. almost two..:..thfrds, from $71. 1 mi 11 ion in 1983 to $23. 7 
million in 1984 and rose by 30 percent to $30.8 milliori in 1986. 

Stainless steel plate.-Four U.S. producers supplied data for 
capital expenditures for. stainless steel plate. Total ·expenditures declined 
from $4.8 million in 1983 to $2.5 million in 1984, rose to $5.5 million in 
1985, and then fell to $1. 7 million in 1986. 

Stainless steel bar.- Four domestic producers provided data for 
capital expenditures for: stainless steel bar. Capital expenditures for this 
product incre.ased from $* * * million in 1983 to $* * * million in 1985 and 
then declined to $* * * million in 1986; 

Stainless steel wire rod.- Only two producers supplied data 
relative to ~apital expenditures for stainless steel wire rod. * * * 

Alloy tool steel products.-Eight U.S. producers provided capital 
expenditures for the alloy tool steel products subject to in~estigation. 
Total expenditures almost doubled, from $6.4 million in 1983 to $12.7 million 
in 1985 and ~hen fell to~$6.8 million in 1986. 

Research and development expenses.-U.S. producers' research and 
development e~penses for stainless steel and alloy tool steel produ~ts of 
their establishments subject to investigation, the four stainless .steel 
products and.all forms of alloy tool ~teel, are presented in table 25. 

Thirte~n:U.S. producers provided resea~ch and development expenses in 
connection with all stainless steel and alloy tool steel products of their 
establishments. These expenses totaled·approximately $37.0 million in each 
period during 1983-86. Such expenses for stainless steel sheet and strip, as· 
supplied by six domestic producers, rose in each year, from $19.8 million in 
1983 to $22.7 million in 1986. Research and development expenses for 
stainless steel plate provided by five U.S. producers increased irregularly, 
from $2. 0 mi 11 ion in 1983 to $2. 5 mi 11 ion in 1986.' Such expenses for 
stainless steel bar supplied by. six domestic pr.oducers. rose from $7. 8 mi Ilion 
in 1983 to $8.4 million in 1985 and then declined to $7.2 million in 1986. 
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Table 24 
Stainless steel and· alloy tool steel: Capital expenditures by U.S. ~roducers, 
by products, 1983-86 

(In thousands of dollars) 

Item 1983 

P.1! stainl_ss steel and alloy 
t:>ol steel products of 
est~~1~,hments: j/ 

Government regulation ......... . 
Land and land improvements .... . 
Building or leasehold 

3,257 
2,469 

improvements ................ . 12,072 
Machinery, equipment, and 

fixtures .................... . 132,429 
Total ................. ; ...... . 150,227 

Stainless steel sheet 
and strip ~/ 

Government regulation .......... . 
Land and land improvements .... . 
Building or leasehold 

improvements ................ . 
Machinery, equipment, and 

fixtures .................... . 
Total ....................... . 

Stainless steel plate: !/ 
Government regulation ......... . 
Land and land improvements .... . 
Building or leasehold 

improvements ................ . 
Machinery, equipment, and 

fixtures .................... . 
Total ....................... . 

Stainless steel bar: i/ 
Government regulation 
Land and land improvements ..... 
Building or leasehold 

improvements ................ . 
Machinery, equipment, and 

fixtures .................... . 
Total .... : .................. . 

Stainless steel wire rod: 5/ ..... . 
Government regulation ... ~ ..... . 
Land and land improvement" .... . 
Building or leasehold 

improvement ................ . 
Machinery, equipment, and 

fixtures .................... . 
Total ....................... . 

Alloy tool steel, all forms: ~/ 
Government regulation ......... . 
Land and land improvements ..... · 
Building or leasehold 

improvements ................ . 
·Machinery •. equipment, and 

fixtures .................... . 
Total ....................... . 

101 
l, 113 

2,152 

67,718 
71,084 

1 

171 

4,632 
4,804 

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

170 
81 

668 

5,530 
6,449 

j/ Data provided by 18 U.S. producers. 
?/ Data provided by 6 U.S. producers. 
]./ Data provided by 4 U.S. producers. 
y Data provided by 4 U.S. producers. 
~I Data provided by 2 U.S. producers. 
~I Data provided by 8 U.S. producers. 

1984 

4,606 
1.105 

15,.406 

111,163 
132,280 

735 
9 

608 

22, 330 
23,682 

45 

211 

2, 198· 
2,454 

*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 
170 
53 

1,000 

6,071 
7,294 

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

1985 

4,744 
1.145 

16;·797 

115,534 
138,220' 

2.426 
12 

969 

25,271 
28,678 

132 

172 

5,158 
5,462 

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

*** 

*** 
*** 
153 
85 

1.636 

10,850 
.12, 724 

questionnaires 

1986 

815 
753 

5,440 

84,966 
91,974 

296 
52 

2;529 

27,965 

of 

30,842 

6 

1,704 
1,710 

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

20 
28 

232 

6,498 
6,778 

the 
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Table 25 
Stainless steel and alloy tool' steel': Research and development expenses by · 
U.S. producers, by products, 1983~86 

(In thousands of dollar~--------------

Item 

All stainless steel and alloy 
tool steel products of 
establishments: l/ 

Stainless steel sheet and strip ?:.I .. .'. 
Stainless steel plate 3/. ,; .......... . 
Stainless steel bar i/ ............... . 
Stainless steel wire rod 5/ .......... . 
Alloy tool steel, all for;;;;,· ~/ .. ." .... . 

36,580 
19,832 

l,991 
7, 770 
2,844 
2,935 

37, 101 
20,744 

2,458 
7,937 
3,878 
3,214 

36,988 
21;593 

2, 157 
8,371 
2,031 
3,747 

36,639 
22,719 

2,533 
7' 162 
2,251 
3,988 

---·-··--· -'---------··---·---·----·-----···---
!/ Data provided by 13 U.S. producers. 
],_/ Data provided by 6 U.S. producers·. 
~/ Data provided by 5 U.S. producers. 
1./ Data provided by 6 U.S. producers. 
~/ Data provided by 5 U.S. producers. 
§./ Data provided by 10 U.S. producers. 

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

Research and development expenses in relation to stainless steel wire rod 
were provided by five U.S. producers, and increased from $2.8 million in 1983 
to $3.9 million in 1984 and then declined to $2.0 million in 1985 and $2.3 
million in 1986. For alloy tool steel, all forms, such expenses, supplied by 
10 domestic producers, rose in each period, from $2.9 million in 1983 to $4.0 
million in 1986. 

Investment in productive facilities.--Sixteen U.S. producers supplied 
data in connection with their investment in productive facilities employed in 
the production of all stainless and/or alloy tool steel products of their 
establishments. Some of the producers also provided such data on the product 
lines subject to investigation. These data are presented in table 26. 

Aggregate investment in property, plant, and equipment, valued.at 
original cost, increased from $1.3 billion in 1983 to $1.5 billion in 1985 and 
then declined to $1.4 billion in 1986. The decline in 1986 represents the 
revaluation, resulting from changes in ownership, of some companies' fixed 
assets. The book value of such facilities generally followed the same trend 
as the original cost of investment, but the decline in 1986 was not as great 
as that in the original cost. 

Invest~ent in productive facilities for stainless steel sheet and strip, 
in terms of its book value, showed an increasing'trend during 1983-86. Such 
investment for stainless steel plate, in terms of its net value, fluctuated 
between $21.0 million and $25.0 million during 1983-86. Investment in fixed 
assets used for stainless steel bar increased from 1983 to 1985 and then went 
down in 1986. * * * 
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Table 26 
Stainless steel and alloy tool steel~ Investment in productive facilities by 
U.S. producers, by products, 1983-86 

(In thousands of dollars) 

Item 1983 

All stainless steel and/or alloy 
tool steel products of 
establishments: JI 

Original cost ...... , .......... . 
Book value .................... . 

1,268,273 
745,465 

Stainless steel sheet and 
strip: 2/ 

Original cost ................. . 
Book value .................... . 

Stainless steel plate: ~/ 

Original cost ................. . 
Book value .................... . 

Stainless steel bar: 1/ 
Original cost ................. . 
Book value .......... · .......... . 

Stainless steel wire rod: ~/ 
Original cost .... , ............ . 
Book value .................... . 

Alloy tool steel, all forms: §/ 
Original cost ................. . 
Book value .................... . 

360,331 
207,633 

42,220 
23,765 

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

83,436 
40,830 

J/ Data provided by 16 U.S. producers. 
~/ Data provided by 5 U.S. producers. 
~/ Data provided by 3 U.S. producers. 
~./ Data provided by 3 U.S. producers. 
~/ Data provided by 2 U.S. producers. 
§/ Data provided by 7 U.S. producers. 

1984 

1,374,765 
806,943 

390,903 
223,900 

40,818 
21,181 

*** '*** 

90,544 
43,596 

1985 

1,458,904 
854,129 

411, 963 
230, 302 

46,666 
24,530 

*** 
*** 
·>HI* 

*** 
106,294 

53,095 

1986 

1,380,744 
851,856 

409,698 
255,755 

43,640 
22,496 

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

109,064 
51, 866 

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

U.S. producers' efforts to compete 

U. S. produiers of stainless steel and alloy tool steel reported a number 
of capital expenditures, research and development expenditures, and other 
actions that were intended to enable these companies to compete more 
effectively with both domestic and foreign competiti~n. Producers also 
provided information on what adjustments they planned to undertake over the 
next few years, if the relief period were to be extended, to make them more 
competitive with imports. Details on how ~ach type o~ expenditure or action 
will allow each reporting firm to compete more effectively with imports are 
addressed below, where specified by individual firms as requested in the 
Commission questionnaire. 

* * * * * * * 
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U.S. Importers 

The specialty steel products that are subject to this i'nve·s.tigat'ion" ·a.re 
imported into the United States by fo~r types of importers: trading compani~s 
affiliated with a foreign producer, which handle that producer's export~ and 
may sometimes hand le those of other foreign producers; trading companie.s which 
are not affiliated with a foreign producer but import from a number of 
sources; distributors; and end-users wt:iich import directly _from foreign 
sources. The majority of imports of specialty steel products enter the United 
States through.the first two.types of companies. The Commission sent . 
questionnaires to.26 companies known to have imported the subject products 
during the time period and received resp~nses from 23 importers accounting 
for 40 percent of imports in 1986. 

Importers' end-of-period inventories . i 

U.S. importers of stainless steel and.ailoy topl steel products reported 
end-of-period inventories as shown in table 27. 

Table 27 
Stainless steel and alloy t~ol steel: U.S. importers' end~of-period 
inventories, 1983-86 

(In short tons) 

Item 
,, 

1983 1984 1985 

Stainless steel: 
Sheet and strip.: .......... 2,283 5,395 3,980 
Plate ...................... *** *** *** Bar ........................ 2,469 6,252 6,344 
Wire rod.;· ............... :. *** *** *** Subtotal: ................ 9,649 15,136 13; 532 

Alloy tool steel, all forms .. 9, 130 8,413 8,478 

1986 

4,004 

*** 6, 153 

*** 12,000 
9,263 

Total .................... 18 I 779 23,549 22,010 ·21,263 

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

Importers' unfilled orders 

U.S. importers of stainless steel and alloy tool steel products reported 
end-of-period unfilled orders as shown in table 28. 
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Table 28 
Stainless steel and alloy tool steel: U.S. importers' end~of-period unfilled 
orders, 1983-86 
____ ·--------------"-"'In short tons}--------------------

'Item 1983 1984' 1985 1986 ----· 

Stainless steel: 
Sheet arid ~trip ...... : .... . 
Plate .................. : .. . 
Bar ....................... . 
Wire rod ..... : ; ....... · ; ... . 

Subtotal ........... ~ . ; .. . 
Alloy tool steel, all forms .. 

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

!/ Not available .. 

21,925 

*** 
3, 710 

*** 3i, 800 
8,744 

40,504 

13,97~ 16,672 17,361 
Xlt* . ~>4- *** 

'7,307. ~.110 4,643 
***' *** *** ·---- -----·-·"·-----

' 26~ 593 27,285 26,894 
13 ~ 603 ___ ..;;;l;.,;;O, I 24 7_ ....... --1I36.4 __ _ 
40,196 37,~32 34,258 

·-----····-·--•o••o-••• .. NO--

Source: Compiled from dat~ submitted in response to questionnaires of the 
· 4.s. International Trade c;om111; .,,:ion. 

Volume of imports 
> 

Imports of stainless steel and alloy tool steel increased steadily from 
181,635 short tons in 1983 to 242,294 short tons in 1986, an increase of 33 
percent (table 29). Imports of the ~t~inless steel products increased 
steadily, from 154,322 short.tons in 1983 to 213,194 short tons in 1986, an 
increase of 38 percent (tables 30-33). The increase in 1986 was predominantly 
in the stainless steel sheet and strip and plate categories an~ may have .been 
due in part to.the scheduled implementation of the VRA with the EC, Japan, and 
the Republic of Korea {Korea) in March.of 1986. · 

Imports of alloy tool steel declined from 27,313 short tons in 1983 to 
24,964 short tons in 1984, ~drop of 9 percent, then increased by 6 percent to 
26,348 short tons in 198~. These imports then inc~~ased by 10 percent to 
29,099.short tons in 1986 (table 34). 
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Table 29 
Stainless steel and ~lloy tool steel: U.S. imports for consumption, by 
principal sources, 1983-86 

Country~------------~-~--19_8_3_~ __ 1_9_8_4 ___ 1~9_8~5-~'--1~9-8~6'---

Japan ............................... . 
France .............................. . 
West Germany ........................ . 
Sweden ...................... : ....... . 
Spain ............................. · .. . 
Italy ............................... . 
Belgium and Luxembourg .............. . 
Republic of Korea ................... . 
Mexico !/ ........................... . 
United Kingdom: ..................... . 
All other ........................... . 

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

Japan ................................ . 
France ............................... . 
West Germany ........................ . 
Sweden ............................ ; .. 
Spain ............................... . 
Italy .............. -......... ; ....... . 
Belgium and Luxembourg ............ .- .. 
Republic of Korea ................... . 
Mexico !/ ........................... . 
United Kingdom ...................... . 
All other ........................... . 

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

Japan ............................... . 
France .............................. . 
West Germany ........................ . 
Sweden ............................... . 
Spain ........................... · .... . 
Italy ............................... . 
Belgium and Luxembourg .............. . 
Republic of Korea ................... . 
Mexico !/ ........................... . 
United Kingdom ...................... . 
All other ............................ . 

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

Quantity (short tons) 

49,141 55,120 54,324 45,197. 
31, 466 40,434 32,867 32,446 
11, 407 15,678 16,248 24,899 
16,964 22,815 22,385 .. 23, 546 
24,821 16,241 16,863 16,841 
10,047 '11,358 17, 971 15,644 

3,348 4, 951 . 8,048 15,Q41 
10,010 15,782 14,934 '13, 820 

586 3,021 3, 377 11, 514 
6,248 4,246 13, 077 10, 380 

: 
-17,597 24,433 21; 215 32,966 
181,635 214,080 221,309 242,294 

C.I.F. value (1 1 000 dollars 2 

81,147 94,927 96,808 82,940 
53,178 64,223 54,152 51,991 
20,225 25,034 27,111 38,172 
40,598 61,255 55,914 56,798_. 
36,647 25,423 25,302 25,762 . 
15,522 16,564 25,763 23-,355 
5,554 8,489 11,371 19,708 

14,314 23,434 20,641 19,957 
351 4,135 5,116 16,476 

13,210 10,056. 23,617 19,848 
_30_,_9_8_0 __ 4_0_,_8_4_0 ___ 3_7_.,...,7_6.-.,9 __ ,53 I 686 
1!..1. .• 726 37~_.380 383,565 408;694 

$1,651 
1,690 
l, 772 
2,393 
1, 476 
1,544 
l,658 
l,429 

599 
2, 114 
1,760 
1,716 

Unit value (per ton) 

$1,722 $1,782 _$1,835 
1,588 1,647 1,602 
1,596 1,668 1,533 
2,684 2,497 2,412 
1,565 l,~00 1,529 
l,458 1,433 1,492 
l,714 1,413 . 1,310 
1,484 1,382 1,444 
1,368 1,515 1,430 
2,368 1,805 1,912 
l,67=2 ____ ~1~·~7~8~0 ____ ~1~·~6=2~9-·~ 
l,748 1,733 1,686 

!/Much of the imports from Mexico are of stainless steel sheet and strip· and· 
enter under tariff classification 806.30. These imports are cold-finished in 
Mexico from hot bands produced in the Unitted States In January 1987, Mexico 
entered into an agreement with the united States to cap its exports of U.~: 
origin stainless sheet and strip at 16,000 tons a year. Mexico has a separate 
quota under its VRA allowing it to ship 1,200 tons a .year of stainless sheet 
and strip to the United States of product that is fully Mextcan in origin .. . . 

Source: Compiled ·from official statistics of the U.S. Department of Commerce. 
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Table 30 
Stainless steel sheet and strip: U.S. imports for consumption, by principal 
sources, 1983-86 

Country 

France .............................. . 
Japan ................ , .............. . 
West Germany ........................ . 
Spain ............................... . 
Italy .................. ; ............ . 
Mexico .............................. . 
Republic of Korea ................... . 
Finland ............... ; ............. . 
Sweden .................. , ........... . 
Belgium and Luxembourg .. , ........... . 
United Kingdom ......... ,, ........... . 
All other ........................... . 

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

France .................. · ............ . 
Japal'J ............................... . 
West Germany ........................ . 
Spain ................. , ............. . 
Italy ............................... . 
Mexico .............................. . 
Republic of Korea ................... . 
Finland ......................... · .... . 
Sweden ................ : ............. . 
Belgium and Luxembourg .............. . 
United Kingdom ...................... . 
All other ........ -................... . 

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

France ........................... · ... . 
Japan ............................... . 
West Germany ........................ . 
Spain ............................... . 
Italy ............................... . 
Mexico .............................. . 
Republic of Korea ................... . 
Finland ............................. . 
Sweden .............................. . 
Belgium and Luxembourg .............. . 
United Kingdom ...................... . 
All other ........................... . 

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

1983 1984 1985 1986 

Quantity (short tons) 

19,629 35,496 26,235 27,234 
22,392 31,177 27,933 21,690 

3,128 10,682 10,329 15,096 
14,522 10,438 11,026 11,887 

1,450 7,869 13,655 11,554 
508 2,738 3,370 11,240 

6,901 13,372 11,726 10,065 
2,259 5,806 5,702 9,272 
3,600 7,943 7,080 8,054 
1,519 2,716 3,406 7,318 
3,062 2,382 10,687 5,731 
4,388 6,272 3,780 11,794 

C.I.F. value (1,000 dollars) 

31, 239 
32,690 

5,327 
19,476 

2,033 
274 

9,569 
3 ,090 
9,343 
l, 713 
5,175 
5,763 

125,692 

$1, 591 
1,459 
l,702 
l, 341 
1,402 

540 
l,386 
1,367 
2,595 
1,127 
1,689 
1, 313 
l, 507 

54,224 
45,784 
15,839 
14,741 
ll, 282 
3,687 

19,-671 
10,096 
17,832 
4,543 
4,795 
8,261 

210,755 

40,325 
38,742 
16,016 
13,892 
19,146 
5,106 

15,302 
9I163 

16,490 
4,449 

16,998 
4,488 

200, 116 

Unit value (per ton) 

$1, 527 
1,468 
1,482 
l, 412 
1,433 
l, 346 
1,471 
1,738 
2~245 

1,672 
2,012 
1,317 
l, 539 

$1,537 
1,386 
1,550 
1,259 
1,402 
1,514 
1,304 
1,606 
2,329 
1,306 
1,590 
1,186 
1,483 

40,312 
35,290 
19,323 
16,814 
16,559 
15,853 
13,827 
14,765 
18,276 
9,650 
9,036 

15,820 
225,525 

$1,480 
1,627 
1,279 
1,414 
1,433 
1,410 
1,373 
1,592 
2,269 
1,318 
1,576 
1,341 
1,494 

Source: Compiled from official statistics of the U.S. Department of Commerce. 
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Table 31 
Stainles's steel plate: U.S. imports fo'r consumption, by pdncipal sources;;._· 
1983-86 

Country , _____ 1_9.~3 1984, ___ 1_98:;...;5:....·--~i 9:....8-..f?.. __ _ 

Quantity (short tons) ---
Belgium and Luxembourg .............. . 213 1,344 4,254 7;610 
West· Germany ........ ,. ; ,' ............. . 1,515 720 1,330 2;508 
Sweden .............................. . 316 1,553 949 .· i; 783 
United Kingdom ...................... . 818 19 '56 1,.464 
Finland .............. ;;.· ...... : ..... . 31 409 65 ·· 1,004 
Japan ....... ; ....... ; ....... : ....... . 1,491 2,672 2,339. '860 
France .................. : ...... ; ..... . 131 323 1,559 614 
Italy ............................... . 25 99 744 309 
Al1 nther ............................ . 711 363 470 . : 3j5 

Total ............ · ..... ; .· .... ,..: ... . 5,251 '7,502 11, 766 16,528 

C.I.F: value c 1, ooo dol!_ars > 

Belgium ·and Luxembourg ......... ·; .... . 
West Germany ........................ . 
Sweden .... : ......................... . 
United Kingdom .................... ; .. 
Finland ........................... '. .. 
Japan ................ ; .............. . 
France ............................... . 
Italy .................. : ............ . 
All other ... '. ......................... · 

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

. Belgium and Luxembourg ........ : ..... . 
West Germany ........................ . 
Sweden ............................... . 
United Kingdom ...................... . 
Finland ............................. . 
Japan ............................. ', .. 
France .............................. . 
Italy ............................... . 
All other ... " ....................... . 

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

310 
2,923 
1,006 
1,366 

51 
2,383 

244 
37 

1,482 
9,801 

$1, 453 
1,929 
3,185 
l,669 
1,636 
l,597 
1,858 
1,498 
2,085 
1,866 

1,870 
1,141 
3,811 

41 
697 

4, 166 
557 
198 
540 

13,020 

6,160 
2,296 
2,687 

105 
140 

3,, 719 
. 2~ 512· .. 

~ ·, ·, . ) 

715 
1,017 

19,412 

Unit value (per ton) 

$1,391 
1,584 
2,454 
2, 117 
1,702 
1,559 
1, 724 
1,994 
1,485 

·1,735 

$1,447 " 
1,726 
2,831 
1,881 
2,166 
1,589 
1,649 

961' 
2,165 
1,649" 

9,825 
4,376 
4,5~~ 
2,~38 

··1,557, 
1,'43~ 
i,010 

.37,2 
694 

26, ~71 

$1,291 
1,745 
2,559 
1,733 
1,551 
1,666 
1,643 
r,·204 
i.,848 
1,,595 

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

~·. 
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Table -~~ 

Stainless steel bar: ·U.S. imports for consumption, by principal sources, 
1983-86 

Country 

Japan ............................... . 
Spain ......................... ~ ..... . 
e..-azi 1 ........................ ,· ..... . 
Republic of Korea .......... , .. :, .... . 
United Kingdom ...................... . 
~est Germany .............. , ......... . 
France .............................. . 
Sl.t.!e~en .......... ,. ................... . 
;Italy ............... _ ................ . 
Canada ......................... ~ .... . 
All other ......................... -.. . 

Total ... ., ....................... . 

Japan ......... ; ..................... . 
~pain ................... ; ....... -. . .' .. 
Brazil ..... ; ........................ . 
Republic of Korea .............. : .... . 
United Kingdom ...................... . 
West Germany ........................ . 
France ............................... . 
Sweden .............................. . 
Italy ............... : ............... · 
Canada .............................. . 
All other ............................. . 

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

Japan .................... ; .......... . 
Spain ................ .' ............. _ .. 

'Brazi 1 .............................. . 
Republic of Korea ...... ~ ...... h• ••••• 

United Kingdom ...................... . 
W(!St Germany ............ ; ............. . 
France .......................... ·.: .. . 
Sweden .............................. . 
Italy ............................... . 
Canada .............................. . 
All other ........................... . 

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

1983 1986 

_____ ,, __ ,_9.!-!an_t i t.Y-..... ..C~ .. b..9.!..:.L.!:.9..r::i.~J.-----·--

15,334 
7I113 
1,943 
2;1146 
l, 112 
1,563 
4,812 
1,316 
3,061 

450 
59 

-~9,209 

11, 591 13,610 
4,098 4,036 
2, 152 2,275 
1,221 1,921 

820 1,013 
1 ~070 833 
1,332 1,010 
1,257 1,187 
1,072 1,074 
1,125 1,035 

149 204 

2-~ . .{ ... 8 8 ~----?.~.! .. 19 8 

12,396 
3,221 
2, 100 
1,607 
1,472 
1,444 
1,250 
l,226 
1,182 
1,044 

289 
27,233 

C. I . F . V!ll l ue _U.t...QQ.9_<!2J'--l-'-'a_r-'-s ..... ) __ _ 

26,284 23,757 29,759. 25,059 
11,502 7,678 8,163 6,052 

3,075 3,263 4,258 4,013 
·3,708 1,934 3,296 3,000 
2,643 2,023 2,079 3;208 
3,090 2,176 1,719 3,348 
7,335 2,424 1,837 2,378 
3,235 3,231 3,243 3,091 
6,057 1,962 2,199 2,576 

973 2,327 2,241 2,411 
__ 1::..;:3 .. ~, ______ 3_4..§ .. ___ 437, ____ 56?.., __ 

68,041 ...... !?1,120 59,231 ..... _55,702 

·---=-U'-'-n:=...;i i;:__Y..alue (per ton) 

$1, 714 
1,617 
1,583 
1,516 
2,376 
1,977 
1,524 
2,45~ 
1,978 
2,159 
2, 359 
1,735 

$2,049 
1,873 
1,515 
1,583 
2,467 
2,033 
1,820 
2,570 
1,829 
2,068 
2,319 

$2,186 
2,022 
1,871 
1,715 
2,052 
2,062 
1,819 
2,732 
2,047 
2,165 
2, 143 
2, 100 

$2,021 
1,878 
1,910 
1,866 
2, 178 
2,318 
1,901 
2,520 
2, 180 
2,310 
1,959 
2,045 

Source: Compiled from official statist-ics of the u. S. Department of Commerce. 
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Table 33 
Stainless steel wire rod: U.S. imports for consumption, by principal sources, 
1983-86 

~ountry ___ ... ·----··-·······---

Japan ............................... . 
Sweden .............................. . 
France ............................... . 
Spain .......................... · ..... . 
Italy ............................... . 
Brazil ...................... · ........ . 
Republic of Korea ................... . 
West Germany .......................... . 
Belgium and Luxembourg .............. . 
All other ............................ . 

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

Japan ......................... ··.···· 
Sweden ............ ~ .................. . 
France ................................ . 
Spain .............................. .-. 
Italy ............................... . 
Brazil .............................. . 
Republic of Korea ............ : ...... . 
West Germany ......................... . 
Belgium and Luxembourg .............. . 
All other ........................... . 

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

Japan ............................. ··· 
Sweden ........................... · ... . 
France ................... , .......... . 
Spain ................................ . 
Italy ................................ . 
Brazil .............................. . 
Republic of Korea ................... . 
West Germany ........................ . 
Belgium and Luxembourg .............. . 
All other ... · ........................ . 

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

..... _, ______ .,.,.,, .. , __ _ 
1983 1984 1985 1986 

__ . __ ............ 9uanti ty _.(~_hort '1;:_2ns) 

5,888 5,307 5,727 6;101 
4,232 3,445 3,892 3,8~4 
5,778 2,799 3,681 2,918 
2,852 1,541 1,693 1,682 
3,525 1,696 . 1,761 1,469 
l,383 1,563 1;588· 'l,348 

23 419 451 ·863 
l,227 1,145 850 201 
1,530 881 366 . 51 

66 40 --~5~9 ____ ~0::___~ 
~?Q_4.;..___Z-'18:...r, .. _8::..;3""'5;;..__..;;;;2..;;.0.; O.;:...· 6;;..;7'---_.::..l ~..!. 4 96 

C. I. F. value (1, 0.Q.9 do_l_la_r_s~>~---

9,565 8,789 9,961 · io, rn2· 
7,208 6,606 7,598 7, 158 

10,327 5,222 8,064. 6;572 
4,987 2,817 3,062 '2, 813 
4,755 2,295 2,539· 1, 974 
2,024 2,221 2,328 l', 720 

33 581 624 L 190 
1,696 1,587 1,186 . 290 
3,326 2,007 718 86 

225· 96 101 --············ .. ··-----·-··--
44, 1~.§ .... _ 32,2?..~ 36,18~ ... .• 31; 9~.5 

... Unit value ___ (~er ton) _____ 

$1,624 $1,655 $1,739 
1,703 l,917 1,952 
1,787 1,865 2,191 
1,748 1,827 1,808 
l,348 1,353 1,442 
1,463 1,421 1,466 
1,410 1~388 1,385. 
1,381 1,386 -1,396 
2,174 2,279 1,961 

. . ...;;.3_,,_, 4_1'-"'8 __ .~...! ~;...;;8..;;..9 __ J.1 709 
1,665 1,710 1,803 

$1,668 
:1,852· 
2,252 
1,672 

-1,343 
li276 
1,379 
1,.447' 
1;687 
.... __ _ 
l, 729. 

-----·--- ...... ·-·--·--
Source: Compiled from official sldtistics of the U.S. Department of Commerce: 
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Table 34 
Alloy tool steel: U.S. imports for consumption, by principal sources, 1983-86 

Coyntr .... y __ 

West Germany ........................ . 
Sweden .............................. . 
Japan ................ " , . , ........... . 
Austria ............................. . 
United Kingdom ...................... . 
Canada ................ , ............. . 
Republic of Korea ................... . 
Italy ................... , ........... . 
Brazil .............................. . 
France ...... '. ......... · ........... ,, .. . 
All other ........................... . 

Total .......................... · .. 

West Germany ........................ . 
Sweden .............................. . 
Japan ............................... . 
Austria ................ , , ........... . 
United Kingdom ...................... . 
Canada ............................... . 
Republic of Korea ........ , .......... . 
Italy ............... ', ............... . 
Brazil .............................. . 
France .............................. . 
All other ........................... . 

Total ... ; ....................... . 

West Germany ........................ . 
Sweden .............................. . 
Japan ............................... . 
Austria ............................. . 
United Kingdom ...................... . 
Canada .............................. . 
Republic of Korea ................... . 
Italy ............................... . 
Brazi 1 .................... · .......... . 
France .............................. . 
All other ........................... . 

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

1983 1984 1985 1986 

9~_anti ty { ~ .. !Jort tons) 

3,973 2,061 2,907 5,651 
7,500 8,618 9,276 8,618 
4,036 4, 373 4, 714 4, 149 
3,925 2,635 2,557 2,634 
1,222 1,025 1,321 1, 712 

795 2,704 1,580 1,590 
641 769 828 1,285 

1,986 622 738 1,129 
1,342 785 1,510 1,162 
1, 115 485. 383 430 

778 887 534 739 
27 I 3.13 24,9~4 26,348 22..t_099 

C.I.F. value (l_t_QOO dollars) 

7,188 10,834 
19,806 23,708 
10,225 10,974 
10,168 6,468 
3,894 5,066 
1,393 2,649 
1,005 1,940 
2,640 1,874 
2,550 2,492 
4,032 1,720 

-=-1._! 1;;;_4.;,.;;2;;...__~~...;;.._--_..:;~--_.;;1;...<,...;;..3 ~.§ .. __ 
64,046 69!111 

$1,809 
2,640 
2,533 
2,590 
3,185 
1,753 
1,568 
1,329 
1,901 
3,617 
1!471 
2,344 

$1,917 
2,751 
2,644 
2,455 
2,959 
1,666 
1,509 
1, 659 
2, 144 
3,998 
1,875 
2,374 

Source: Compiled from official stati;tics of tiie-U.S. Department of Commerce. 
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Imports of stainless and alloy tool steel. had a relatively stable sha~e 
of the U.S. market, increasing·slightlyfrom 15.7 percent in 1983 to 15.9 
percent in 1985 (table 35) !/. This share increased to 18.6 percent, however, 
in 1986. . ,, . 'l·.' 

This same pattern prevailed for the stainless steel products under 
investig'")tion. Imports of ._stainless steel increased their' share of the market 
from 14.i percent in 1983 to 15.0 perc~nt in 1985. This share increased ,to 
17.6 percent in 1986; 

The pattern for the alloy: tool steel products was somewhat different, 
with imports' share of the market decl>ining from 34.3 pe·rcent in· 1983 to 23.0 
percent i.r11984, then increasing to 28- .. 4:percent in.1985 and 31.9 percent in 
1986. 

. ~ . : ... 
The ·ejfect of the VRAs on i~port data 

The fact that the VRAs covering imports of specialty steel products from 
the EC, Japan, and Korea, which together accounted for 67 percent of 1986 

. s_tainless flat--rol l(~d imper.ts, were .not implemented ··ur1ti 1 March 1986 ·has 
,·'in1po~'tant impiications for the Commission's analysis of the effectiveness of 

the VRA programs for the flat-rolled products (s.ee earlier discussion in the 
section entitled "Import Relief Program"). Quarterly import data from these 
VRA-signatories suggest that the impending implementation of the VRAs itself 
encouraged a one-time increase in stainless steel sheet, strip, and plate 
imports in the first q•.fowt:er of 1986, par·ticularly from the EC and Korea, 
which together acco~nted for 54 percent of 1986 stainless flat-rolled · 
imports.. The fol lo~ing tabulation presents January-March imports of stainless 
steel sheet, strip,._and plate.as a percentage of annual imports for the EC and 
Korea, by .. country, ~uring 1983~86: 

~tern 1983 . 1984 '1985 1986 

European Communities 29.4 16.7 15.7 50.0 
Korea. 7.5 24. 7. 11: l' 48.1 
Japan 21. 1 . 21. 2 25.7 28.6 

Imports of stainless flat-rolled products from the EC and Korea during 
January-March 1986 appear to be much higher than during the first quarter of 
o~her. re.cent years, and first quarter 1986. imports from Japan are slightly 
higher'.· This sudden increase was possible .because existing import relief 
under".. sec~ion. 2oi for the. stainless..steel flat-rolled products was in 'the form 
of a ta,r'iff .. As long as. importers were. willing to pay the addi·tional tariff 
of 6 percent for she.et and strip and 5 percent. for plate; they could store 
sqrne product. in the Vni ted States pri_or to the implementation of the VRAs I 

quantitative-restrictions . 

.!/ Market pem~~r·ation based on. \falue is presented in table 36, 
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Table 35 
Stainless steel and a.l loy tool steel: Market penetration of imports, by 
quantity ~nd by product, 1983-86 

________ .. __ . _____ .... H.!L.Q.~rCe!J.t:J ___ ................ _. - .. --·-··---

Item ... ___ 198 ~---... _ .. _ll1L....... 19 8 5 ·----'-1 ?._8 ~---

Stainless steel: 
Sheet and strip .............. . 
Plate ........................ . 
Bar ...................... ; ... . 

·10. 5 
·4.9 
26.0 

Wire rod . . . . . . . . . . ....... ; .. : . 4 5 . 7 
Subtotal. . . . . . . . . . . . . . . . . . . . . 13. 9 

Alloy tool steel, all forms .. ';.. ·33.,-9 
Total ........... ·............ 15 .·3 

15.6 
6. 1 ' 

15.2 
27.9 
15.3 
25;2 

'16.0 

14.8 
7.4 

16.9 
39.8 
15.1 
27.8 
16.0 

18.0 
12.3 
17.6 
33. 4. 
18.0 
29.8 
18.9 

... ·····--- ·---·-····· ............... , ___ .. ,_. _______________________ , __ .......... ___ _ 
Source: Producers' 
International Trade 
the U.S. Department 

shipments compiled from questionnaires of the U.S. 
Commis~ion; imports compiled from official statistics of 
of Commerce. ' · ' · 

Table 36 
Stainless steel and alloy tool steel: Market pene'tration of imports, by value 
and by product, 1983-86 

---·-·-·-------· .. --- (In percent~ ............... ---·-·-.............. ___ _ 
··,. 

Item ____ .. ····-·-·--- ____ ,1 ~ji~ ____ .. JJ. .. ~_4 ___ ,_~-~IJ.?:.----· 1986 

Stainless steel: 
Sheet and strip ......... : .. '· .. 10.2 13.4 ~ 13.6 16.6 
Plate .... : ..................... 5.0 5.6 6.6 10.3 
Bar ............................ 17.1 9. 9· 12 .. 0 12.8 
Wire rod ...................... 43.3 24.8 36.3 30.6 

Subtotal .................... 12.7 12.4 13.1 15.7 
Alloy tool steel, all forms ..... 21.4 16.8 18.4 18.8 

Total ....................... 13.8 13.J 13. 8 16.2 ____ ......... ------·· ' ... ---------
Source: Producers' shipments compiled from questionna~res of the U.S. 
International Trade Commission; imports compiled from official statist:ics of 
the U.S. Department of Commerce. 

As a result of the import surge 'immediately preceding the implementation 
of the agreements with the EC, Japan, and Korea, imports from VRA cour1tries 
represented a higher share of apparent 1986 U.S. consumption than will be 
allowed in 1987, .1988, and January-September 1989. As of Febr·uary 1987, 
projected 1987 U.S. consumption figures for stainless flat-rolled products 
used by Commerce to monitor the VRA program were 911,000 tons for sheet and 
strip and 111,000 tons for plate, or 1.022 million tons total~ On the basis 
of the F1~bruary estimate of 1987 annual consumption, total 1987 i.mports of 
stainless sheet, strip, and plate from Brazil, the EC, Korea, Spain, and 
ME~xico will be 79,843 tons (including 806.30 imports from M•~xico) or 7.8 
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percent of 1987 consumption. 11 In 1986, imports from these VRA signatories 
were 101,981 tons or 10.5 percent of 1986 consumption. Thus, the 1986 market 
share of 14 .0 p~~rcent for all VRA. countries is markedly higher than the market 
share these countries will be allowed during the remainder of the VRA 
programs. For this reas~n. ·trends in imports and itn(.K>t"l: penetration for· VRA 
countries during 1983-86 should be used with caution for stainless steel 
sheet, strip, and plate. The total VRA market share for those countries that 
exported stainless steel sheet: strip, and.plate to the United States in 1986 
will be approximately 10.6 percent of consumption during the remainder of ·the 
program. '!,_/ Had imports of stainless steel sheet, strip, and plate from VRA 
countries been limited to 10.6 percent of consumption ;,: '1~Hi, and had 
consumption sti 11 been. 974, 188 tons, VRA imports would have been approximately 
103,264 tons, or almost 35,000 tons lower'than actual VRA impod:s of stainless 
flat-rolled products (138,648 tons). Alternatively, if the majority of the, 
import surge were held in inventory rather .than shipped to customers, apparent 
consumption data for stainless. flat-rolled products might overstate actual 
consumption in 1986. 

. . 
For the specialty steel products for which quotas were implemented in 

1983-stainless steel bar, stainlf~ss ~teel wire. rod, and alloy tool steel'·-the 
implementation of the EC steel agreement covering those products did not 
appear to cause an abnormal quantity of total imports in 1986. 

11 Table""--F····l P•"(~sents the product categories that cover stainless fiat-ro 1 fec;r­
products in the VRAs for.each of the major exporting countries, the type and 
level of restraint, anc;I the percentage of total 1986 import~; accounted for by 
each country and the ·effective 1987 export ceiling given the February 1987 
consumption forecast. , 
?_/ As estimated by the Commission staff, not including imports from countries 
not covered by VRAs, the countries included in this estimate are Au~tria, 
Brazil, the EC countries, Mexico, Japan, South Africa, Korea, and Spain. The 
estimate assumes l.hat the m!)lrket share of stainless steel flat-rolled impor·ts 
from Japan will remain at 2.8 percent of U.S. consumption, the average for 
1983-86. Given the recent appreciation of the yen vis-a-vis the dollar, this 
estimate seems reasonable. Staff also assumed that imports from Austria, 
which accounted for 0.02 percent of U.S. consumption in 1986 would not change 
appreciably. ·Finally, the estimate assumes that the Comprehensive 
Anti-Apartheid Act of 1986 will n~rnain in effect, thereby not permitting erilry 
to the U.S; of imports of stainless steel flat-rolled product from South 
Africa. In 1983-85, South African imports accounted for an average of 0.03 
percent of consumption. Imports from South Africa in 1986 (preceding the ban) 
increased to 0.2 percent of consumption. 
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Prices 

U.S. producers of specialty steel publish list prices on an f .o.b. basis, 
with base prices detern1ined largely by the alloy content of the steel. Extra 
charges are added to the base price for orders below a minimum weight, for 
spr:.dal packaging, and for the type of stwface finish. For stainless steel 
flat products (sheet, strip, and plate), there are extra charges for 
nonstandard widths and for special edging. * * * .. !/ As a result of the 
relatively high value of specialty steel products, transportation costs are 
reportedly not a major factdr in purchasers' decisiori~ h~tween suppliers. 

Commission staff examined average f .o.b~ price data collected for the 
quarterly surveys on the specialty steel industry. These price data consist 
of producers' and importers' sales of 17 common specialty steel products to 
the major customer type for each product, i.e., service center/distributors or 
end users. Price trends of specialty steel varied in 1983-86 by product lines 
and by whether U.S.-produced or imported. For the stainless steel products, a 
common trend was a general price increase that began in the second half of 
1983 and continued to at least the second half of 1984. For many stainless 
steel products, average producers' prices were higher in 1986 than they were 
in 1983. The trend for alloy tool steel produc: !! d lffered cons i.derably from 
these patterns. Prices of alloy tool steel products did not increase during 
1983-84. Despite a wide variation in the prices of alloy tool steel, there 
has been a clear downward trend for prices of alloy tool steel products during 
1983-86. Following are summaries of recent price trends and domestic/import 
price comparisons by product groupings. 

Stain~.ess ste~.L .. sheet and_ytrip.-Th~a .import relief program established 4 
years of declining tariffs for stainless steel sheet and strip, starting at 10 
p~~rcent ad valorem 1.m July 20, 1983, and declining each year thereafter to 8 
percent, 6 percent, and 4 percent, respectively. Countries accounting for 17 
percent of stainless steel sheet and strip imports in 1986 are currently 
subject to the 4 percent additional tariff. The remaining countries are 
subject to export restraints under the Voluntary Restraint Agr(H~ments (VRAs). 

The average price of U.S.-produced stainless steel sheet and strip sold 
to service center/distributors was higher in each quarter of 1986 than it was 
during the same quarters of 1983 (table 37). ll Producers' average prices 
increased from January-March 1983 to October-December 1986 by 4 percent, 
largely as a result of a 5-percent price increase in the highest volume 
product, grade 304 cold-rolled sheet. 11 * * * 
11 Stainless steel flat product prices are for sales to service 
center/distributors. Stainless steel wire rod and alloy tool steel prices are 
for s~les to end users. 
ll Producers' and importers' weighted-average prices by product specification 
are shown in tables F-2 through F-6. 
~/ Two smaller-volume products showed 5-6 percent price decreases over the 
same period. 
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Trends in importers' average prices for sheet and strip (app. F) were 
similar to those of U.S. producers, rising to their highest levels in 1984, 
falling irregularly dudng April-December 1985, and recovering soml•what in 
1986 to price levels generally above those during 1983 and 1984. Importers' 
average prices during October-Decomber 1986 were 3 p1;r·c~nt higher than those 
during April~June 1983. 

Table 37. 
Stainless steel and alloy tool steel: Average prices of U. S .-produced 

. products, by product· groupings, and by quarters, 1983-86 

(Per ton} 
Stainless st.~~l 
she-et and 

.Period strip 1l Plate ... !/ 

1983: 
Jan.-Mar ......... $1,605 $1,904 
Apr.-June ....... ~ 1, 604 . 1., 886 
July-Sept ........ 1,593 1,951 
Oct.-Dec ......... 1,664 1, 971 . 

1984: 
Jan .-Mar .... ; .... 1,865 1,988 
A~r.-June ........ 1,883 1,968 
July-Sept ........ 1,880 2,058 
Oct.-Dec ......... 1,666 2,010 

1985: 
Jan .-Mar ......... 1,560 1,994 
Apr.-June ........ 1,619 2,044 
July-Sept ........ 1,625 2,063 
Oct.-Dec ......... 1,622 2, 130 

1986 
Jan.-Mar ......... 1,606 2,075 
Apr.-June ........ 1,668 2,072 
July-Sept ........ 1,688 2,009 
Oct.-Dec ......... 1,669 1,927 

JJ Sales to service center/distributors. 
~I Sales to end users. 

Wire Alloy tool 
Bar 1/ rod 2/ steel bar 2/ 

$2,297 $1,553. $5,935 
. 2, 222 1,547 5,507 
2,318 1,.579 5, 189 
2, 331 1, 613 5, 213 

2,476 1, 710 4,993 
2,445 1,849 4,813 

·2,596 1,862 2,737 
2,604 1, 926 4,619 

2,592 1,941 4,202 
2,503 1,915 3,516 
2,091 1,834 4,805 
2,504 1, 776 4,869 

2,396 1,736 4.,449 
2,345 1,747 4,766 
2,231 1,748 4,262 
2,259 1, 772 3,994 

Source: Compiled from data submitted in response to questionnaires of the 
U.S. International Trade Commission. 
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Compi:lring quarterly pr-i.ces of U.S.-producc~d and imported spc,,ci6llty steel 
products separately by product specification shows that imported stainless 
stee 1 sheet was generally lower priced than the U.S. -produc(~d products for 
three of four specifications, by from less than 1 percent to 34 percent during 
1983·--86. For U.S; produ,.:,~rs' highest vol\iili<·· product (grade 304), however, 
imported sheet and strip was generally higher priced than U.S.-produced 
matc~rial by as much as 9 percent. 

Stainless ~teel -~~te.-With respect to stainless steel plate, the import 
relief program established 4 years of declining tariffs, starting at 8 percent 
ad valorem on July 20, 1983, and declining each year thereafter to 6 percent, 
5 percent, and 4 percent, respectively. Countri~~s accounting for 17 pt~rcent 
of stainless steel plate imports in 1986 are currently subject to the 4 
percent additional tariff. The remaining co• .. 1ntd.~~s are subject to E~xport 
restraints under the Voluntary Restraint Agreements (VRAs). 

The averag~ quarterly price of U.S~ producers' stainless steel plate sold 
to service cent~r/distributors was higher in three of four quarters of 1986 
than it was dudng. the same quarters of 1983, and the lowest quarterly prices 
were higher in each quarter. Producers' average prices for plate increa~ed 
from January-March 1983 to October··-Oc~cc~mber 1986 by 1 p(~rc,~nt. Except for two 
plate specifications (grade 316L and 316), producers' prices increased during 
this period, and :i.ncrnased by 7 to 12 FH~l'"C(mt for the two h.i.gh--volume grade 
304 plate specifications. In contrast to prices of stainless steel sheet and 
strip, ave1"age prices of stainless steel plate rose gradually dur'ing 1983-84 
and maintained the upward trend through late 1.985 .. ·The relative strength of 
plate prices in 1985 may ·be explained in part by the fact that annual apparent 
consumption of plate increased by more than 25 percent from 1984 to 1985~ 
whereas appa1··1!r1t consumption of s~u~et and strip incn~ased by only 'I· p1,.11 .. i:1,~nt in 
this period. * * * 

Importers' quarterly prices for stainless steel plate sold to service 
center/distributors are available for 1984-86 but are not necessarily 
available for each product in every quarter. Similar to U.S. producers' 
prices, importers' average prices for plate were higher in 1986 than those in 
1984, or by 7 percent on average. Unlike producers' prices, importers' prices 
in 1985 were generally lower than those in 1984: · 

Quarterly service center/distributor price comparisons for stainless 
st~el plate by product specification show that imported plate in each category 
is generally lower priced than U.S.-produced material, by from less than 1 
percent to 23 percent. 

Stainless steel __ bar .-With respect to stainless steel bar, the import 
relief program established 4 years of fixed quar·terly global quotas, starting· 
at 6,750 short tons on July 20, 1983, and expanding each year thereafter by 3 
p(~t"cent. 
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The av• .. ~r·age quarterly price of U.S. producer·s' stainless steel bar sold 
to service center/distributors was higher in two of four quarters of 1986 than 
it was during the same quarters of 1983, but th(~ 1111/Jl~St quarterly pr·i<;(~S were 
lower in 1986. Producers' average prices for stainless steel bar decreased 
from January-March 1983 to October-December 1906 by 2 percent. * )(· X· 

Importers' prices for stainless steel bar sold to service center/ 
distributors are primarily available from April-June 1983 through 1986. Thes(~ 

price data suggest that, similar to U.S. producers.' prices, average importers' 
prices fur bar generally i ';; '"'-'dsed from Apri 1--June 1983 to Oc t:.,b,~r-December 
1984. Unlike producers' prices; average importers' prices remained at this 
higher level through October~December 1985. Importers' ave~age stainless 
steel bar prices have fallen ·somewhat in 1986, but were still generally above 
those during 1983. For the cold-formed products, importers' prices were at 
their highest levels in 1984; fcir the hot-rolled products, {mport~rs' prices 
were at their· highest levels in 1985. · 

Quarterly service center/distributor price comparisons for stainless 
steel bar specifications show that imported bar in each category is generally 
lower priced than U.S.-produced material, by from 3 to 40 percent. The price 
advantage of imports during 1983-86 was greatest for the Grade 410, hot-rolled 
stainless steel bars: 

~tainless steel wire r<]-9,.--The import relief program imposed for 
stainless steel wire rod established 4 years of fixed quarterly global ~uotas, 
starting at 4,775 short tons on July 20, 1983, and expanding each year 
th~~n~c1fter by 3 percent. 

Price data for wire rod are available for one product, grade 302 and/or 
304 stainless steel wire rod in sizes .217-inch tu 7S-inch, round. 
Producers' average wire rod prices for sales to end users show a clear upward 
trend in 1903-86, punctuated by a period of rapidly increasing and then 
decreasing prices in the middle of this 4-year period. Quarterly prices in 
1986 were at l(!ast 10 percent stronger than prices in 1.983, despite a modest 
decline (4 percent) in apparent consumption of all stainless steel wire rod 
from 1903 to 1986. From Janu..:u·y··-March 1983 to Oc\<:!a~1·"··-December 1906, 
producers' prices for stainless steel wire rod increased 14 percent. * * * 

The pric1~ trend for importc~d wire rod sold l:o end users is rem,o11"kably 
similar to that for U.S. producers. Importers' average prices increased 21 
percent from July-September 1983 to January-March 1985, the peak quarter for 
U.S. producers. During April 1985-June 1986, importers' prices fell 
irregularly by 13 percent. Similar to U.S. producers, impo1"Lers' prices 
increased slightly during !he second half of 1986. 

As a result of simila1" price trends, the d<>11•<-~sl:ic/import price 
relationship was relatively stable during 1983-86 for stainless steel wire 
rod. Whereas importers-did not have a substantial price advantage in this 
product category, their prices were generally lower than U.S. producers by 
less than 1 percent. 
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AlloY. .. tool st~.~J.-The import relief program imposed for alloy tool steel 
established 4 years of fixed quarterly global quotas, starting at 5,600 short 
tons on July 20, 1983, and expanding each year thereafter by 3 percent. 

As previously stated, the trend for alloy tool steel products differed 
considerably from trendH for stainless steel products. As a result of 
substantial product differentiation for tool steel products, the majority of 
these products are sold directly to end users, and there is a wide range in 
observed transaction prices within product categories. Regardless of this 
price variation, there is a clear downward trend for prices of.alloy tool 
steel products in 198~~86. Producers' average prices for tool steel 
fluctuated downward by 32 percent fr·o111 January-March 1983 to October-December 
1986. In each of the four tool steel product categories, prices in 1986 were 
generally lower than pr-ices in 1983. For the hot-work tool sb~t~~- l:i~ll" (grade 
H-13) and the high-speed tool steel bar (grade ~2), producers' weighted­
average prices were 28 percent and 17 percent lower in October-December 1986 
than in January-March 1983, respectively. For the round and flat cold-work 
tool steel bars, respecti~ely, producers' prices fell 38 and 29 percent from 
October-December 1983 to October-December 1986. 

In stark contrast to the other specialty steel products, average prices 
for tool steel bar did not increase in the periods immediately following the 
imposition of import relief. * * * 

From 1983 to 1986, importers' weighted-average prices for tool steel bar 
sold to end users experienced overall price declines similar· to those of U.S. 
producers. However, importers' prices did not fall as rapidly as producers' 
prices during 1984-early 1985. From April-June 1983 to January-March 1985, 
importers' average prices for tool steel edged downward by 12 percent, 
compared with a 24 p(H'C(Jnt dee line for producers. Importers' average prices 
for tool steel then declined 16 percent during April-June 1985, as did 
producers' prices, and thereafter followed price trends n~re similar to those 
of U.S. producers. 

For sales of tool steel to end users, importers' prices were generally 
higher than those of U.S. producers in 1983-86 for three of four product 
categories by margins generally ranging from 5 to 30 percent. Only for the 
high-speed tool st(~(~ l bar specification were importers' prices generally lower 
than those of U.S. producers. 
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Probable Economic Effect of Terminating or Extending 
Impo.rt Relief .!/ ?/ 

MaiQ.~. foreig·~~uppliE!.~ .... Pf stai_r_i_l..~ss and aqoy t.ool .~.teel to tti.e United States 

T~~ effect on the U.S. stainless steel and alloy tool steel industries of 
t(!nninating import n~ l i.ef is dependent in part on the foreign industry's present and 
potential level of output of the subject products. Stainless steel and alloy tool steel 
are produc~d in ·ai lea~t io c~untries (although nqt all of the countries produce both 
kinds· ·of steel): Table 38 presents production (c>n a raw steel basis)· and capacity data 
on th(! niaJor · fore'ign suppli.··~.r·~ of such .spec:i~l ty steel to the United States. The 
industries in these countries a're discussed in ·the remainder of this section. 

Tdble 38 I 

Stainless steel and alloy tool steel producti9n I capacity I and capacity utilization for 
certa'ih 'foreign producing 'countries, 1984-86 

---------------·-------------------------------
£rodu ~.!: .. ~on Capacity Capacity ... ~ti lization 

1984 1985 1986 1984 1985 1986 1984 1985 1986 
-··········-·:-··-:-Thousancl .. short t~n:;- ... - .. --Percent----

Belgium 1_/ .. . ; .. 
Franr:e ..... : ... '. 
Japan ... : ... , .. . 
Republic of 

Korea !/ .... . 
Spain .......... . 
Sweden ......... . 
United Kingdom .. 
West Germany .... 

120 
712 

2,547 

159 
268 

y *** 282 
968 

121 
617 

2,551 

163 
257 

*** 287 
959 

. 127 i66 
661 'l:.I 

2,482 ?/ 

228 312 
274 'l:.I 

ii *** *** 
239 'l:.I 
981 1;130 

154 15·4 72.3 78.6 
'l:.I 'l:.I '!:.I 'l:.I 
?,,/ ?,,/ ?/ ?,,/ 

312 348 51.0 52.0 
'l:.I 'l:.I 'l:.I 'l:.I 

*** *** *** *** 'l:.I !:./ !:_/ !:_/ 
1,130 1, 130 85.7 86.4 

_ .... ·----.. --.. - ..... -------~---

!/ Includes stainless steel sheet, strip, plates, and wire rod. 
ZI Not available. 
I/ Includ~s sta~nless. steel sheet,. strip, bar,· and wire rod. 

82.5 
'l:.I 
?,,/ 

65.5 
'l:.I 

*** l,I 
86.8 

!J./ Includes significant tonnage consumed internally in producing products outside the 
scope of this investigation. 

Source: Data compiled from Alloy Metals and Steel Market Research, as published in 
fle.~~l Bulle.t.in, February 8, 1985, U.S. Department of State telegrci111~. Cl.nd counsel for 
certain specialty steel producers. 
_ ............... __ .... _ -- ··----
1/ Economic. analys.es based on two alternative assumptions concerning the· volume of 
imports i'n the event of termination are presented in app. G. 
:?:.! A summary of inform<iltion received on .exempted products and requests to exempt 
products is presented in app. H. 
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There were two producers of stainless steel products in Belgium in 1986; 
Al...7. :\i\1 And S. A. Fabriqu(~ 1h! Fer de Charleroi._ Both made stainless steel 
sheet, strip, and (in trial volumes) plate. The sole producer of stainless 
bar and wire rod, Henricot, ceased production dt the ~nd of 1984. There were 
no producers of alioy. tool steel. !/ 

ALZ has placed an ordc~r with a West German company for a new me 1 ting 
shop, which will include a 90-metric ton electric furnace in addition to other 
refining f!quipment. The i.n~ i:a llation is being made to increase thl~ company's 
production of continuously cast slabs, and operation is expected to begin in 
early 1988. Al.Z also recently placed an order for a new reversing cold mill, 
due on stream in June 1989, which will replace its existing mill. '?:._/ 

According to .industry sources, Fabrique d'! Fl-:'r· is_ attempting to diversify 
its product range and is heavily involved in high-grade material. The company 
is making investments designed to improve its financial results and to secure 
its market position. 1/ 

Belgium's productiori 6f stainless steel sheet, strip, and ~ire rod 
remained r·(~latively stable from 1984 to_ 1985, at «bout 120,000 shor·t tons, 
rising to.127,000 short tons in 1986. Capacity -fell from 166,000 short tons 
in 1984 to 154,000 short tons in 1985 and 1986, refl~cting the terminat~on of 
wire rod production at the·end of 1984. Capacity utilization rose from 72.3 
percent_ in 1984 to 82.5 percent in 1986. Exports to the Unit~d States of 
stainless steel sheet, strip, and wire rod totaled 11,000 short tons in 1986 
as shown in the following tabulation: 

Item .V 

Production ........... l,000 short tons .. 
Capacity ......................... do ... . 

_Capacity utilization .......... p<~r·cent .. 
Exports to the U.S .... 1,000 short tons .. 

.U 120 
166 

72.3 
·11 

12.1 
I 154 

l8.6 
11 

127 
154 

82.5 
11 

JJ Production, capacity, and export data <' .. lr'<! estimated on th<,• basis of U.S. 
Department of State telegram. · 
2/ Includes stainless steel wire rod. 
ii Not available. 

There were two producers of specialty steel products in.Canada in 1986: 
Rio Algom Ltd. (Atlas), whose Atlas Specialty Steels and Atlas Stainless 
Steels divisions produce stainl~ss steel sheet~ strip, ba~. and alloy tool 
steel; and Sle1t:er Inds., Inc., a f.woducer of certain .. 11 J.•.1y tool steel 
products. Both of the Canadian specialty steel producers have financial 
interests in U.S. companies. In June 1986, Rio Algom purchased Al Tech 

11 U.S. Department of State telegram, February 1986, March 1987. 
~/Metal Bulletin, Mar. 20, 1987. 
11 Op. cit., telegram, Feb. 1986. 
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Specialty Steel Corp. in Dunkirk, NY. According to the trade press, Rio Algom 
plans to combine 'Al Tech's operations with those of its Atlas Steel's division 
in Welland, Ontario. As a result, Al Tech will no long<~;·· produce primary 
specialty steels for its finishing operations, but instead will receive 
specialty steel semifinished products made by Atlas Steel for finishing into 
bar, rod, wire, extruded shapes, and pipe and tube products. Rio Algom also 
owns Atlas Alloys Inc., a U.S. service center that distributes the parent 
company's products in Ohio, Michigan, Illinois, and New York. Slater Steels, 
a Canadian company, owns Fort Wayne (IN) Specialty Alloys, which produces 
stainless steel bar. 

·In recent years; the Canadian industry has experienced declines in 
capacity. There have been reductions in capacity to produce stainh~ss steel 
sheet and strip and alloy tool steel, ·and elimination of all capacity to 
produce stainless steel wire rod. 11 

In 1986, there were at least five producers· of stainless and alloy tool 
steel products in France. Almost·70 percent of FrQnch product.i.>11 of these 
steel products was acc6unted for by production of stainless sheet and strip. 
The lat'<J(~st. producers of stainless and alloy tool steel products i.n 1986. 
included Sacilor, a· state-owned producer of flat-·rolled products and bars; 
Ugine-Gu~!u<3non and Ugine-,.Savoie, companies that are majority-own<-:!d by Sacilor 
and are each the second largest producer worldwide of their particular 
products, stainless shtH!l ,:1nd strip and stai.nlc~ss bar and rod, 1··1:·:;ir":l:ively; 
Usinor, a state-owned producer of sheet, plate, and bar; and Ascometal, a 
company the1t was established in 1983 to merge the~ unprofitable opcu·ations of 
Sacilor and Usinor and that produces specialty steel bars and rods. In 
September 1986 the French Government announced that a single d1<iir·man would 
head both Sacilor and Usinor. Industry sources felt that such a move would 
l~!ad to further rationalization of UH! fn:rnch steel indust:r·y through a 
coordination of investment and other policy decisions. 

In December 1984, Usinor announc~!d a reorganization or· its stainless 
sheet business. Usinor's Chatillon division was merged with its Usinor Inox 
subsidiary (formerly Peugot-Loire). The new group is called Usinor Chatillon 
and is the second largest French producer of stainless steel sheets, with 
annual production of ;buut 100,000 metric tons per year. 11 At.the same time, 
Usinor announced plans to rationalize Chatillon's operations with improvements 
in its strip mill at Pont de-Roide, to enable the plant to make a full range 
of sizes of stainless strip. 3/ In May 1985, Usinor Chatillon began efforts 
at its T:.l:.<.~1"t;Jt.1es works designed to enable the production of bett~H" quality 
steels. The move was consistent with the company's policy of becoming more of 
a specialized producer of sophisticated products such as ferritic stainless 
grades, as opposed to involvement in the high-volume, standard grade stainless· __ ,_ .. __ , ___ ....... _____ , ...... ______ , ..... ---·--· .. ---------· 
l/ Tr. at p. 262. 
?J Metal Bulletin, Dec. 28, 1984, p. 23; and May 10, 1985. 
11 Ibid., Jan. 11, 1985, p. 25. 
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flat products 111<.1r·h~t doniinated by Sad lor' s Ugine-Gueugnon. 1/ In October 
1985, Usinor announced plans for a major reorganization making all of its 
operating divisions into separate subsidiaries, leaving Usinor itself as 
strictly a holding company. The most important of these subsidiary companies 
is Usinor Aciers, which took over Usinor's flat product ar~ stainless steel 
works on January l, 1986. ~I 

Sacilor announced several improvements in its operations in 1985 
including thl~ following: inauguration of a new b<i11" and rod mill for 
Ugine--Savoie, which completed the company's modernization plans; and 
moderni.zation of casting operations at Ugine·--Gueugnon 1 s Ardoise works. 'l./ 
Sacilor also created a new holding company for its stainless steel interests. 
Th0 company, called Ugine SA, is wholly owned by Sacilor and includes 
Ugine-Gueugnon and Ugine-Savoie. The changes are designed to simplify the 
organization and management structure of Sac ilor' s stainless steel activities. 
In July 1986, Sacilor announced that total employment in its specialty steel 
operations would decline from '/,900 in 1985 to 5,900 by 1989 as a result of 
corporate restructuring. ii 

Further rationalization plans aimed at the redistribution of production 
were mapped out in 1985 and 1986 few Ascometal. HighEH' productivity is a 
priority, accompanied by reductions in employment over the next 2 years. 
After the restructuring is completed, Ascometal will be producing about 1 
million metric tons per year at four specialty steel plants. Investments 
under way at the other works include expenditures on continuous ccisting 
operations. ~I In January 1986, Sacilor assumed total control of Ascometal by 
buying from Usinor the 49 perc~nt of the company it did not already own. 

France's production of stainless steel decreased from 1984 to 1985 as a 
result of wr~akness in its domestic market for such steel and recovered in 1986 
as a result of strengthening end-user markets as illustrated in the following 
tabulation: §.I 

Production ........... 1,000 short tons .. 712 
Capacity ....... · .................. do.. . . ii 
Capacity utilization .......... percent.. 11 

1985 

J;I 617 
ii 
11 

'l.I 661 
ii 
11 

1/ Production data compiled from Al~oy Metals and Steel Market Research. 
J;I Revised. 
~/ Preliminary. 
11 Not available. 

11 Ibid., May 10, 1985. 
~/ Ibid., Oct. 8, 1985, p. 29 and Dec. 24, 1985, p. 25. 
11 Ibid., Sept. 27, 1985 and Oct. 29, 1985, p. 22. 
ii American Metal Market, July 24, 19.86, p. 7. 
~?.I Metal 8!:'.'JJ.etin, Apr. 2, 1985. 
~/Ibid., June 25, 1985. 
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There were approximately 20 producers of stainless and alloy tool steel 
products in Japan in 1986, 111<:1r1y of which produi:(! d. variety of the sp<~dal ty 
steel products subject to investigation, as follows: stainless plate, 8 
crnnpanies; stainless ~;he et and strip, 13 companies; stain l(as ') bar, 9 
companies; stainless wire rod, 11 companies; alloy tool steel and high-speed 
steel products, 14 companies . .!/ The largest producers include Nippon Metal 
Industry Co., Nippon Yakin Kogyo Co., and Nippon Stainless Co .. 

In 1985, one company, Nigata Nyodo Metal Co., coased production of 
stainless steel plate and applied for restructuring, and another company that 
produced stainless bar in 1984 did not prtiduce in 1985. Nip~on Kokan K.K. 
reopened production of alloy tool steel products in 1986. Modernization work 
was also announcl-:!d in 1985 by four of Japan's leading producers. Nippon Steel 
is implementing plans to replace a 40-metric ton electric furnace at its 
Hikari works with a new 60-metdc ton unit, which, when teamed with the 
existing 60-metric ton furnace, will lift monthly output from 24,000 metric 
tons to 28,000 metric tons. Nippon Metal Industry Co. announced plans to 
install new equipment at its Steckel mill, reducing the minimum thickness from 
4mm to 2.5mm. Present·out~ut at the mill is about 12,000 ~etric tons per 
month.· Nippon Yakin planned to redesign part of its continuous caster at the 
Kawasaki City. works, and Kawasaki Stc~(~l planned to install a new method of 
making chrome additions to the converter at its Chiba plant. 'fl 

In May 1985, 32 Japam~so specialty steelmakers and 34 trading companies 
formed an organization to monitor specialty steel exports to the United States 
as a result of the import nastraint agreement limiting Japan's steel shipments 
to the United States. The new group is called the Japan Special Steel 
Expor·ters' As~ociation and is the counterpart to an existing group which 
regu,late.s 'carbon steel shipments to the United States .. ~./ 

According to the Ministry of International Trade and Industry (MITI) in 
Japan, there were no Government assistance programs designed for the specialty 
steel industry in 1986. Japanese producers of specialty steel products with 
300 or fewer regular employees or with paid-in capital of 100 million yen or 
less an~ <~ligible for Japanese Government assistance programs for small 
business in general. MIT! also stated that there are no nontariff barriers to 
imports of specialty steel products in Japan. 1/ 

Japan's production of stainless and alloy tool steel products remained 
fairly stable at: e1bout 2. 5 million shor·t tons in 1984-86, r·eflecting the 
slower pace of activity in principal domestic markets (automotive, chemical, 
cunsumer electronics, and kitchenware) and in export markets. ~/ Japan's 
exports in 1986 totaled 777,000 short tons, of which 72,000 short tons (9 
percent) went to the United States. Southeast Asia is Japan's largest 
stainless export market. ~/ · _ ... , .... ___ , ____ ---- ______ ... ·----
.!/ U.S. Ol~partment of State te 1~~·3ram, March 1987. 
'!,_/ Metal Bulletin, July 12, 1985 .. 
3/ Ibid., May 31, 1985, p. 33. 
ii U.S. Department of State telegram, March 1987. 
~/ Amer:.!.~.':!- Metal _r'!.c,l.r:::.'5.~t, Oct. 30, 1985, and ~et_~.! .. Bulletin, June 17, 1986. 
§_/ Metal Bulletin, Aug. 8, 1986. 
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£ertain stainless and._alloy t9gl steel __ ::: .... _-I.£l~IJ _!/ 

Production ........... 1,000 short tons .. 
Capacity ......................... do ... . 
Capacity utilization .......... percent .. 
Exports: 

To the U.S ......... l,000 short tons .. 

1984 

2,547 
'f / 
.?./ 

1985 

2,551. 
?J 
.?:/ 

2,482 
21 
~/ 

'fl ~/ 72 
To all other countri~s ......... do ... . __ , .... ?..l ....... --..... _?/. .... ---· .... .!.05 

Total ........................ do ... . ?/ ~/ 777 

1/ Data compiled from U.S. Department of Statn telegrams, February 1985, 
February 1986, March 1987. 
11 Not available. 

~!Jblic of Korea _(Korea) 

There were six producers of stainless and/or alloy tool steel products in 
Korea in 1986. They included Sammi Steel Co., a producer of stainless steel 
sheet, strip, bar, rod, and alloy and tool steel products; Samyang Metal 
Co., Tong Yang Mulsan, Daiyang Metal Co., and Poongsan Specialty Steel Co., 
all producers of stainless steel sheet and strip; and Korea Heavy Machinery, a 
maker of alloy steel and tool steel products. Kor~an industry represen(atives 
indicate that in 1986 there was no significant change in Korea's capacity, 
that no firms began or terminah~d production, and no programs to nish"ucture 
the Korean specialty steel industries were announced. !./ 

There is a system of nontariff restrictions on certain of Korea's 
imports. Under the plan, the import of restricted items may be approved if 
recomm1.1nded by the relevant ministry or tracfo association. During 1985, the 
Korean government eliminated the prior import requirement of recommendation by 
the concerned association for the import of bar, rod, and hollow drill steel. 
Six items are still under this plan; however, effective July 1., 1988, the 
gov(~rnment plans to eliminate all such import n~strl.ctions f\w 11<-1dous 
specialty steel products including bar and wire rod of stairiless steel and 
heat-rc~s .i. s ti.ng stee 1, stain h!ss steel sheets and plates not more than 4. 75mm 
in thickness, and stainless steel hoop and strips. ~/ 

l<orea's production of stainless steel bar, rod, and sheet and strip 
increased 43 percent from 159,000 short tons in 1984 to 228,000 short tons in 
1985, largely reflecting an increase in she(!l: and strip production. Almost 85 
percent of production in 1985 was accounted for by sheet and strip 
pnJduction. Korea's capacity to produc~~ stainless bar, rod, sheet and strip 
rose in 1986 but the increased level of production resulted in an increase in 
capacity utilization, from 51.0 percent in 1984 to 65.5 percent in 1986. 
Korea's exports to the United States declined from 5,000 short tons in 1985 to 
2,000 short tons in 1986, a decrease of 60 percent, as shown in the following 
tabulation: 

11 U.S. Department of State telegram, March 1987. 
~/ Ibid. 
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Item 1984 1985 1986 

Production !/ ........ l ,000 short toris .. 159 ?j 163 228 
Capacity ......................... do ... . ?:.I 312 ?:.I :ll.2 348 
Capacity utilization .......... percent .. 51.0 52.0 65.5 
Exports: 

~/ 5 2 
3/ 16 20 

To the U.S ......... 1,000 short tons .. 
To all other countries ......... ~o ... . ..................... -----···············~-

Total .......... · .............. do ... . ~/ 21 22 

j/ Production, cap~city, and export data compiled from U.S. Department of 
State telegram . 
. '?:./ Revised. 
~./ Not available. 

There were at least six Spanish producers of stainless and alloy tool 
steel products in 1986. Major pr·u,l111:ers included Ac~,~r.inox SA, a produc~H" of a 
wide variety of finished stainl~ss steel products and Spain's only producer of 
stainless flat-rolled products; SA Ech<~varria, a producer of. bar and rod; 
Olarra SA, a producer of stainless ingots, billets, and bar; and Roldan.SA, a 
producer of stainless billets, bar, rod, and wire. 

In September 1985, Acerinox,· which has undertaken numerous recent 
modernizati.un efforts, began ·production of plat~~. 1"anging .in thickne:;s from 10 
to 15mm, with plans underway to progressively increase plate thickness to 60mm 
in order to SeF'lll~ more diverse markE!tS. In October 1985 a Steckel hot slr'ip 
mill came on stream, and the company planned to start up an annealing and 
pickling line in December 1985. 'the addition of this line is expected to 
raise Acerinox's capacity for cold-rolled sheet from 150,000 tons per year to 
180,000 tons per year, as well as making the company Europe's first integrated 
stainless producer. !/ 

In June 1984, the Aceriales group, which included Olarra and Echevarria, 
announced that Echevarria and two other specialty steel prod1Jcers would 
combine to form Aceros Especial.es del Norte SA (Acenor). During 1985, Acenor 
acqui.n~d additional s~H!dalty steel produc,~rs, including Olcwra (October 
1985). Acenor's goal is the rationalization and modernization of Spain's 
specialty steels sector through work force reductions, elimination of 
inefficient capacity, and plant modernization. The restructuring program is 
designed to enable Spain's specialty steelmakers to become internationally 
competitive, and is expected to be completed by 1989. 2/ As part of the 
restructur'ing efforts, Olarra rc~cently replaced much of its plant crnd 
equipment. It now operates one 30-metric ton electric arc furn&ce (which 
r0placed five electric furnaces and two induction furnaces), and an 
argon-·oxygen-decarburizatiori (AOD) converter (replacing three). In Apri 1 
1986, the company brought on stream a NKK twin-strand horizontal continuous 
caster_-. ~/ · 

·----....... _._,,, _____ ,,,. ... ___ ,. _________ . __ _ 
j/ Met~-L~~lletin, May 31, 1985 and Nov. 12, 1985. 
'?:_/Ibid., Oct. 18, 1985 and Aug. 13, 1985. 
-~/ Ibid., July 15, 1986. 
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Acenor's newest atquisitions now enable it to control 65 to 70 per·cent of 
Spain's specialty steel production. A spokesman for Acenor indicated that the 
weak demand for specialty steel in the Spanish domestic market is expecb~d to 
continue for a few years, making it necessary for Acenor to continue exporting 
at least 50 percent of its production. j/ 

According to a U.S. Department of State telegram, Spain, which entered 
the EC in 1986, is subject to the common EC policy on allc.H;ation of steel 
production. Under the terms of the agreement that admitted Spain to the EC, 
Spanish steel production and capacity are to be reduced. The ~ffect of EC 
membership on Spain's. specialty steel industry is not yet known. 

Spain's production of stainless steel decreased from an estimated 268,000 
short tons in 1984 to 257,000 short tons in 1985 as a result of increased 
production costs (e.g., the costs of scrap and electricity) and sluggish 
export demand is shown in the following tabulation: 

1984 JC}_~~ 1986 

Production!/ .... ;, .. 1,000 short tons .. '!:/ ~/ 268 '!:_/ 257 274 
Capacity ......................... do ... . 11 11 11 
Capacity utilization .......... percent .. ii ii ii 
Exports: !!,/ 

To the U.S ......... 1,000 short tons .. ii ii 20 
To all other countries ......... do ... . 4/ 4/ . ........... -194 

Total ........................ do ... . ii i/ 214 

j/ Production data compi. led from Alloy Metals and Steel .. ~arket Research, as 
published in Metal Bulletin, Feb. 8, 1985, and Metal Bulletin June 20, 1986. 
Export data compiled from U.S. Department of State telegram. 
'!:_/ Revised. 
11 Estimated by staff of the U.S. International Trade Commission. 
11 Not available. 
~/ Data include exports of stainless steel plate, sheet and strip, and bar. 

Production rose 7 percent to 274,000 short tons in 1986, partly reflecting 
growth in demand from the consumer durables market and the food processing 
industry. ~/ Exports totaled 214,000 short tons in 1986, of which 20,000 
short tons, or 9 percent, were shipped to the United States. 

Sweden 

In 1986, Sweden's stainless steel industry consisted of two major 
groups: Avesta AB, a producer of stainless flat-rolled products; and Sandvik 
AB, a producer of specialty tubes, strip, and wire. The leading alloy tool 
steel producer was Uddeholm AB. 

In January 1984, the Swedish specialty steel industry announced a 
reor·ganization leaving Avesta and Sandvik as the leading stainless producers. 

J./ Ibid., Oct. 18, 1985 and Aug. 13, 1985. 
'!:_/Ibid., Nov. 11, 1986. 
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Under terms of the reorganization, Sandvik, agreed to conc~!ntrate on specialty 
_steel tubes, strip, an<;I wire; Avesta agreed to concentrate on flat-rolled 
~roducts; and Uddeholm, once a producer of a full range or stainless steel 
products, agreed to concentrate on alloy tool steel products and to sell its 
othi:.ir· operations to Av~~sta. Fagersta AB, once a leading producer of hot- and 
cold-·rolled stainless steel strip and wire rod, began to diversify out of 
steel in 1984, and most of its stainless opiffations were absol"bt:~d by Avesta. 
The industry intended to combine these operations to eliminate duplication and 
ine~fi~iency. !/ 

During 1985, Av~~ta announced several projects designed to improve. its 
annuaf earnings. Early in the year, the company implemented a_project to 
rationalize coid-rolled strip production and to expand its wide cold-rolled 
coil facilities. The narrow cold-rolled strip mill at the Avesta site was 
closed in the spring, and production transferred to the operations in 
Torshalla. In ~h~ptember 1985, a decline in the market for stainless flat 
products prompted the announcement of new cutbacks at Avesta's Degerfors 
works. ?:,/ 

Other ·.res-tructuring effort~ were undertaken by Sweden's steel industry in 
1985. · Sandvik continued to reduce its workforce while maintaining production 
levels and investing heavily .in new continuous casting operations. Marginal 
products ~;~.lVe been eliminated and production streamlined. ~/ In mid-1985 the 
steel melting _plant within Fagersta Stainless (a joint subsidiary of Sandvik 
a'nd Avesta) ·was closed, and production transferred to the two controlling 
companies. ii In add{tion, new companies producing stainless steel bars and 
seamless tubes were established, taking over the production of exi~ting 
works. 'Aves-ta was to acquire a controlling share in a new company that will 
take stainless billets and heavy round bars from Avesta's Degerfors works and 
have them hire-rolled and. finished at the Hagfors works of Uddeholm. Sandvik 
and Avest~ are equal pa~tners (SO percent each) in a new seamless tube company 
called Ansab, which is operating the Storfors works to produce c.old-finished 

·stainless tubes from seamless hollow bars and tube hollows.~/ 

In October 1986, the Swedish Government approved a merger between 
Finland's Ovako Oy AB and Sweden's SKF Steel, Scandinavia's two largest 
specialty steel producers. ~/ The new company, Ovako Steel AB, will have its 
first full operating year in 1987. In a joint statement, Ovako and SKF said 
they regard the merger as an important step forward in restructuring the 
Nordic steel industry designed to strengthen its competitiveness during what 
they termed "the transitional period now prevaili_ng in Europe's steel 
industry." ZI · 

!/ ~etal Bull~~in, Jan. 13, 1984, p. 32. 
£/Ibid., Sept. 6, 1985. 
11 Ibid., Feb. 15, 1985. 
ii American Metal Market, Oct. 30, 1985. 
'!!,/ Me.:t:.al Bulle~_in, Sept. 27, 1985. 
~/ These companies produce low-alloy specialty steel,· much of which, such as 
bearing steel, is not subject to this investigation. 
Z/ Metal Buli~,!=.in, Apr. 11, 1986 and Oct. 17, 1986, and 33 Metal Producing_, 
Apr. i986. 
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Two of Swed~n's specialty steel pnJducers entered into business 
agreements with U.S. firms during 1985. Avesta was granted an exclusive 
agency by Armco's specialty steel division for certain grades of cold····f.i,iis~rnd 
stainless steel bars. Armco will continue to serve some customers directly 
from its mills; however, Avesta will bN:ome Armco's excl1.1si.ve mill depot for 
smooth-turned cold-finished round bar products of certain stainless. grades. 
Avesta Stainless is based in New Jersey and serves over 400 steel service 
center depots in the United States. 1/ 

In another venture~, Uddeholm, one of Ftwope's largest tool o\nd high-speed 
steel producers and exporters, entered into partnership with the Ellwood City 
Forge Corp. to produc1-~ tool steel ingots in a new mini mill Cit New Castle, 
PA. The new company, Ellwood Uddeholm Steel Corp., is 80-percent owned by the 
U.S. firm and 20 percent by the Swedish company.· ~teel production at the 
plant was begun in December 1985. Initial capacity is about 60,000 tons per 
year of tool and other specialty steels as w~ll as carbon and other ~lloy 
steels. Ellwood. City Forge Corp. forges undeer contract and machines steel 
from th(~ new plant on Uddd1olm 1 s behalf. Finished products will be marketed 
in the United States through Uddeholm's· existing sales network, which is based 
in New Jersey. According to industry sources, Uddeholm' s venture is partly in 
response to the U.S. import restrictions on certain alloy tool steel. ?:/ 

In 1986, do1111~~ti.c specialty stcrnl ·producers fil(~d hi.10 cases under Section 
301 of the Trade Act of 1974 against imports of Swedish stainless steel_ tube 
and stainless wire. 11 The first filing was withdrawn in March 1986 afh.!r' the 
U.S. administration promised to seek a voluntary restraint agreement from 
Sweden on its expor·ts of all steel products to the Un.i. t;(~d States. 1.1 The 
United States Trade Representative made a determination not to initiate the 
second filing under Section 301. 

Sweden's production of stainless steel and alloy tool steel products 
* * * The information in the preceding par·agraph is illustrated in the 
following tabulation: ~/ 

-----·-···----------·----· 
.!./Ibid., n~c. 17, 1985. 
£/Metal Bulletin, Jan. 18, 1985, p. 23. 
11 lhese products are not subject to specialty steel import relief.· 
11 M~~al Bulletin, Oct. 17, 1986. 
:JI Compiled from data provided by counsel for Sweden's sp1~cialty steel 
industry. 
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Item 1983 1984 1985 

Production !I .......... 1,000 short tons .. . *** *** *** 
Capacity ........................... do .... . *** ·)(-M* *** 
Capacity utilization ............ percent ... · *** *** *** Exports: 

To the Unit~d States .. l,000 short tons .. . *** *** *** 
To all other countries ........... do .... . *** *** *** --.. -·-···-······-· ··-··------·-···--.. 

Total .......................... do .... . *** *** *** 

.!I Includes significant tonnage consumed internally in producing products 
outside the scope of this investigation . 

. Yn i ted K i.!19.g.9m 

ll_86 

*** )(** 
*** 

*** 
*** 
*** 

The British stainless and alloy tool steel industry consists of British 
Stainless Corporatio~. a division.of state-owned British Steel Corporation, and 
approximately six private-sector firms, which are members of the British 
Independent Steel Producers Association (BISPA). British Stainless is by far· 
the largest producer of stainless steel in the United Kingdom, whereas alloy 
tool steel is produced in smaller quantities by a limited nw11ber of firms. 
Many stainless and alloy tool steel producers have discontinued operations in 
recent years citing the pr0ssures of foreign con~1µlition . .!I In 1985, several 
years of negotiations between British Steel Corp. and engineering group Guest, 
Keen, and Nettlefold (GKN) resulted in an agreement to merge their 
specialty-steelmaking activities into a new jointly owned company called United 
Engineering Steels Ltd. (UES), which began operations in April 1986. UES is an 
independent private sector company that has been formed into four independent 
"self standing" operations - Roth~!l"ham Engineering StN•ls, Stocksbridge 
Engineering Steels, Brymbo Engineering Steel~, and United Engineering and 
Forging - n~spnnsible for their own profitability and customer relations and 
developing new market opportunities in home and export markets. 21 During the 
COUrSe Of t~W 11lC!l' 09~~r negotiations, 111UCh eXCeSS production capacity WaS 
eliminated, with further rationalization of operations targeted. y The plan 
for the new venture, drawn up under the. cocfo name "Project Phuc-!nix," is the 
biggest initiative taken in the United Kingdom's steel industry since 1980. ii 

In recent months, a number of British steel pi··oducers have announced plans 
to move into stainless bar production in an effort to regain a bigger share of 
the British stainless bar market, that- at present is experiencing sigr1if.i.cant 
import penetration. Companies which have announced plans to move into 
stainless bar production include Glynwed International's Steel Division, which 
is preparing to begin stainless steel bar production at a number of its plants, 
and British Steel Corp., which announced plans to install a new horizontal 
billet caster at one of its facilities in an effort to establish itself as a 
competitive (Jl"'oducer of stainless bar and rod. [2.I 

.!I Financial Times, Mar. 26, 1984, p. 26. 
?..I "M~ia1 Bu l l~·tTn-:- Apr. 29, 1986. 
"}_I ~etal l3_1:'J .. J.~_!;:in, Jan. 17, 1986, p. 19. 
ii U.S. Department of State telegram, Feb. 1986. 
!ii tl.~t~l .... Bulletin, Oec. 23, 1986 and Jan. 16, 1987. 
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Total British production of stainless steel products incr~ased 2 percent 
from 282,000 short tons in 1984 to an estimated 287,000 short tons in 1985. 
The data reflect a continuation of the positive trend in dc-!mand for flat 
products which resulted from growth in demand for consumer goods and an 
impr·ovl'!ment in capital .investment in the nuclear industry and the 
petro-chemicals industry. !/ Production is believed to have declined in 1986, 
although data are not directly comparable with data in earlier years as shown 
in the following tabulation: ~I 

!_984 1985 f986 

Production ........... l,000 short tons .. 282 .V 287 Jj 239 
Capacity ......................... do.· .. . !I !I !I 
CapNci ty utilization .......... percent .. 11 11 11 
Exports: 

To the U.S ......... l,000 short tons .. !I !I 12 
To all other countries ......... do ... . 31 3/ 33 

Total ........................ do ... . !I !I 45 

1.1 Estimated by staff of the U.S. International Trade Commission. 
~I Data cover stainless steel plate, sheet and strip, bar, wire rod and alloy 
tool steel. 
!I Not available. 

West Ger.~.~ 

There were two major producers of stainless and alloy tool steel in West 
Germany in 1986; Krupp Stahl AG, a producer of a full range of specialty steel 
products and Thyssen Edelstahlwerke AG, a subsidiary of Thyssen AG and a 
producer of a wide range of specialty steel products. Thyssen and Krupp are 
among the world's largest stainless and alloy tool steel producers. Krupp 
accounts for about 8 percent of world production of stainless flat-rolled 
material making it the world's largest producer of stainless steel flat-rolled 
products. }I. In recent years, Thyssen Edelstahlwerke has increased its alloy 
tool steel production to nearly 50 percent of total company production from 
only 27 percent of production in 1977. Thyssen Edelstahlwerke is now one of 
the largest producers of alloy tool steel products in the Western world. ii 

West Germany's production of stainless steel products incn•ased to 
981,000 short tons in 1986 from 968,000 short tons in 1984 as a result of the 
continued strength of demand in both domestic and export markets. Capacity 
remained stable, and capacity utilization rose from 85.7 percent in 1984 to 

!I Metal Bulletin, Jan. 8, 1985. 
~I Production data compiled from Alloy Metals and Steel Market Research, as 
published in Metal_Bulletin, Feb. 8, 1985, and U.S. Department of State 
telegram, Mar. 1987. 
11 Metal Bulletin, Sept. 27, 1985. 
ii American Metal Market, Feb. 2, 1987. 
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86.8 percent in 1986, as shown in the following tabulation: .!/ 

Production.: ......... 1,000 short tons .. 
Capacity ......................... do ... . 
Capacity utilization .... ~,, ... per~~nt .. 

!/ Revised. 
~/ Preliminary. 

' .~ I 

1984' 

968' .!/' 959 
11. 1,130 1/ 1,130 

85.7 .!/ 84.9 

11 Estimated by staff·of the U.S. Internati9nal Trade Commission . .. . 

~xchange ra_t,:es 

, 
1986 .~; 

~I 981 
~/ l, 130 
~/ 86.8 

Exchange-rate changes can affect the relative dollar price of foreign to 
U.S.-produced specialty steel, in turn affecting the level of U.S. imports or 
exports of this product. A depreciation of the dollar generally rai'ses the 
dollar pric~ of U.S. import~ and decreases the foreign-currency price of U.S. 
exports, discouraging imports and encouraging exports. An appreciation of the 
dollar genera(ly has the opposite effect. 

During·the' 5 Y,ears preceding import relief (1978-82),, the nominal.and ' 
real value of the dollar e~perienced two cycles: a mild de~reciation whi~h 
lasted through the end of 1980, and a relatively steady' app

0

reciation through 
the end of 1982. The dollar then continued to appreciate on a quarterly basis 
through January-March 1985. Beginning in the second· quarter of 1985, the U.S. 
dollar reversed its upward trend and began to depn~ciate sharply agairist major 
currencies I al though the magnitude of the recent dollar depreciation' varied 
against different foreign currencies. · 

Table 39 presents nominal and real exchange rate·indexes between the U.S. 
dollar and the currencies of the following major countdes of origin for u. S ~ 
imports of specialty steel products: France, Japan, Mexico, Korea, Spain, 
Sweden, the United Kingdom, and West Germany. Based on dollars per unit of 
foreign currency, the exchange rate indexes approximate quarterly changes in 
the dollar price of foreign products from January-March 1983 (the base period) 
to October-December 1986. £/ 

_!/ Production data compiled from Alloy Metals and Steel l".!arket Research, as 
published in Metal Bulletin, Feb. 8, 1985; capacity data estimated on the 
basis of information in Metal_~ulletin. 
£/ Decreasing index numbers suggest that the dollar price of foreign goods 
purchased with U.S. dollars has declined since the base period; increasing 
index numbers suggest that the dollar price of foreign goods purchased with 
U.S. dollars has incr·::~N.:rnd since the bas(! period. The nominal exchange rate 
index uses quarterly period-average exchange rates between the dollar and the 
foreign country's currency as a rough estimate of quarterly chc!.nges in the 
average prices of foreign goods sold at a constant price if purchased with 
U.S. dollars. Adjusted for relative changes in the wholesale price levels in 
the United States and in the subject foreign country, the real exchange rate 
index mon:! accurately reflects real changes in avcr·age wholesale price levels 
of foreign goods if purchased with U.S. dollars. 
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Table 39 
Indexes of the nominal and real exchange rates between the U.S. dollar and the 
British pound, French franc, Japanese yen, Korean won, Mexican peso, Spanish 
peseta, Swedish krona, and West German deutsche mark, by quarters, 
January 1983-December 1986 11 ~I 

{Januar~-Mar.ch 1983=100..l__ __ ,,_,,,,,,, ____ ....... __ , __ 
Br:_itish ~ound French fr~.':'£_ }.:~~-~se yen Korean won 

Period Nominal Real Nominal Real Nominal Real Nominal Real ... 

1983: 
Jan-March ... 100.0 ioo.o. 100.0 100.0 100.0 100.0 100.0 100.0 
Apr-June ... , 101. 5 103.2 92.2 95.6 99.2 98.0 97.9 96.8 
July-Sept ... 98.6 100.0 86.5 92.2 97.2 95.2 96.0 93.7 
Oct-Dec ..... 95.9 98.1 84.3 92.6 100.5 97.4 94.8 92.1 

1984: 
Jan-March ... 93.6 96.4 82.9 93.2 102.0 97.9 94.7 91.4 
Apr-June .... 91.2 95.4 82.7 95.0 l.OZ. / 9l.8 94.4 90.8 
Ju ly-·Sept ... 84.7 89.4 76.9 . 90.5 96.8 93.2 93.0 90.4 
Oct-Dec ..... 79.4 85.1 73.6 88.2 95.8 92.2 91. 9 89.7 

1985: 
Jan-March ... 72.8 79.4 69.2 84.4 91. 5 88.5 89.8 87.8 
Apr-June .... 82.1 91.2 73.2 90,0 94.0 90.3 86.9 84.9 
July-Sept ... 89.8 101.1 79.3 96.9 98.8 94.4 85.3 84.2 
Oct-Dec ..... 93.8 105.8 87.3 103.6 113. 8 105.7 84.5 83.3 

1986: 
Jan-March ... 94.0 109.2 95.6 ~I 125.5 115. 4 84.9 84.1 
Apr-June .... 98.5 118. 5 96.4 11 138.6 124.5 84.9 84.0 
July-Sept ... 97.2 118 .0 101. 6 ~I 151. 3 132.8 85.4 84.8 
Oct-Dec ..... 93.3 ]./ 104.8 11 147.1 11 86.6 85.4 

-···--

See footnotes at thf~ end of the table. 
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Table 39 
Indexes of the nominal and real exchange rates between the U.S. dollar and the 
British pound, French franc, Japanese yen, Korean won, Mexican peso, Spanish 
peseta, Swedish krona, and West German deutsche mark, by quarters, 
January 1983-December 1986 1/ ~/-Continued 

{Januar~-March 1_983=100} "-·--------- .............. --
Spanish West German 

Mexican ~eso 2.~ .. ~eta Swedish krona deutsche mark 
PeriQSI ___ ·-·-··· Nominal Real J~.Q.minal Real Nominal --Real iii"Oinl"fj_~ . .1...-_Real. .... _.... _.. ......... _ 

1983: 
Jan-March ... 100.0 100.0 .100.0 100.0 100.0 100.0 100.0 100.0 
Apr-June .... 89.3 108.1 93.5 95.9 98.3 98.8 . 96. 9 97.0 
July-Sept.· .. 80.9 109,,4 86.4 89.8 94.9 97.2 91.1 91.0 
Oct-Dec ..... 73.9 110.4 84.0. 90.0 93.6 96.7 89.9 89.9 

1984: 
Jan--March ... 68.0 119. 8 84.1 93.0 92.9 97.6 89.1 89.0 
Apr--June .... 63.0 127.4 84.9 95.6 92.6 97.9 88.9 88.8 
July-Sept ... 58.7 129.1 78.6 89.9 88.1 94.7 82.5 83.0 
Oct-Dec ..... 54.9 134.1 76.2 88.5 85.1 93.6 78.9 80.1 

1985: 
Jan-March ... 50.9 140.3 72.1 87.0 80.0 90.3 73.9 76.0 
Apr-June .... 46.7 143.7 74.7 91. 4 82.9 93.5 l8.0 80.4 
July-Sept ... 37.1 124.8 77. 8 96.6 88.3 100. 3 84.5 87.8 
Oct-Dec ..... 30.6 116 .1 81. 7 101. 8 94.8 107 .1 93.2 96.0 

1986: 
Jan-March ... 24.1 112 .8 88.1 111.0 100.0 113. 2 102.6 106.3 
Apr-June. , .. 19.5 108 .. 2 91.0 117 .0 102.9 116. 5 107.2 111. 5 
Juiy-Sept ... 15.3 103.5 96.1 123.7 .106 .3 120.1 115.4 119. 4 
Oct-Dec ..... 12.2 11 96.4 11 107.1 11 119. 9 11 

J/ Exchange rates are expressed in U.S. dollars per unit of foreign currency. 
~/ The real exchange rate indexes are derived from nominal exchange rates 
adjusted by the producer price indexes for the United States and for the 
subject foreign countries. These indexes are presented in line 63 of the 
J_i:i_t:_~rnat ional Fi nanc t~.1 Stat is t i.~.ll_:. 
~/Cannot be calculated because the necessary data are not-yet available. 

Source: International Monetary Fund, !.nternatigna_l Financial Stati ~.t.J_cs. 
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EC countries, accounting for 48 percent of total U.S. imports of 
specialty steel products during 1986, are the major source of imported 
specialty steel, followed by Japan, accounting for 19 p(~rcent of U.S. imports 
during this recent period. l/ European countries' currencies (including the 
Swedish krona) and the Japanese yen followed the general exchange rate pattern 
outlined above. ~/ For example, by July-September 1986, the real values of 
the British pound and th~~ West Gc~rman deutsch1~ mark had increased vis-a-vis 
the dollar to almost 20 percent above their values in January-March 1983. By 
July-September 1.986, the real value of the Japanese yen had risen even more 
sharply against the dollar to 33 percent above its base period value. 

Two exceptions to the exchange rate pattern outlined above are Korea and 
Mexico, accounting for approximately 5 and 6 percent of total U.S. imports of 
specialty steel products in 1986. Relative to the U.S. dollar, the real value 
of the Korean won fell steadily during 1983-85, and leveled off in 1986 at 
approximately 16 percent below its value in January--March 1983. With n~spect 
to Mexico, the nominal depreciation of the Mexican peso of almost 88 percent 
from January-March 1983 to October-December 1986 may not fully explain changes 
in the dollar price of Mexican products because of the high rate of Mexican 
inflation in that period. Adjusted for inflation, the real value of the 
Mexican peso increased continuously vis-a-vis the dollar from January-March 
1983 to April-June 1985, or by 44 percent. In July-September 1985, the real 
value of the peso reversed its rise, falling continuously against the dollar 
through July-September 1986. As of July-S(!ptember 1986, the real value of the 
MeXican peso was 3 percent above its base period value -relative to the 
dollar. 

To the extent that only a portion of foreign producers' costs are 
denominated in dollars, the recent depreciation of the dollar. in nominal and 
in real terms, puts the majority of foreign producers at a competitive 
di sad vantage in the U.S. market. In response to an exchange··-rate~enerated 
increase in the dollar price of foreign-produced specialty steel, importers 
are faced with a choice between raising selling prices or operating at a 
smaller profit margin. Correlations run during investigation No. TA-201-48 
suggested that the appreciation of the dollar in 1981 and 1982 may have 
contributed to increased imports (and decreased exports) of specialty steel in 
those periods. 

11 Here, European Communities includes the newer entrants, Spain and 
Portugal. 
£/ Together these countries accounted for approximately 75 percent of imports 
of specialty steel products in 1986. 
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.consider.~t._ions Unct~.r.- Secti<?.n .. 202(c) ~f..- the Trac!.~ __ Act of 1974 

Section 202(c)(l) .--Section 202(c)(l) directs that 
consideration be given to "information and advice from the 
Secretary of Labor on the extent to which workers in the 
industry have applied for, are receiving, or are likely to 
receive adjustment assistance under chapter 2 or benefits 
from other manpower programs." 

The Department of Labor does not maintain data limited to the specialty 
steel industry as defined by the Commission's investigation. Since April 3, 
1975, the effective date of the adjustment assistance program, the Department 
of Labo~ has instituted 1,149 investigations in response to petitions received 
from workers in the steel industry covered by SIC code 3312. This code 
includes carbon steel and other ferrous metals in addition to stainless and 
alloy tool steels. The total number of employees that applied for 
certification through April l, 1987, was 369,165. A total of 183,007 of these 
workers were certified and an estimated $387.1 million in benefits were paid. 
Petitions on behalf of 186,158 workers were denied. The average number of 
production and related workers in 1986 for all stainless and alloy tool steel 
products under investigation was 11. 479. 

Section 202(c)(2).~Section 202(c)(2) directs that 
consideration be given to 11 information and adv.ice from the 
Secretary of Commerce on the extent to which firms in the 
industry have applied for, are receiving, or are likely to 
receive adjustment assistance under chapters 3 and 4. 11 

The~ Ot.~pc:u·Lment of Co1i11tmrce informed the Commission that two firms known 
to be producing products covered by the Commission's investigation have 
petitioned for adjustment assistance retroactive to April 1975. The first 
petition filed by * * *, was certified on * * *· The second petition filed by 
* * *· was certified on**·*· As of April l, 1987, neither firm had received 
technical services or financial assistance through the Department of 
Commerce. 1/ 

Financial assistance--discontinued effective April 7, 1986, upon 
enactment of the Consolidated Omnibus Budget Reconciliation Act of 1985~is no 
longer available. The maximum amount of monetary assistance formerly 
avRilable under the pr~~ram, $1 million in direct grants and $3 million in 
loan guarantees, is far less than most specialty steel producers should be 
capable of obtaining from private or internal sources. In 1985, for example, 
the specialty steel industry spent $130.1 million on capital improvements and 
research and development projects, or approximately 40 percent of 1984 
operating income or cash-flow. The cost of even a relatively small capital 
investment in this industry would in most instances exceed the amount of 
assistance available under the program. 

!/ Certified firms are eligible to apply for the technical services and 
financial ass.i.~lfln1.;e necessary to impl0.ment programs of economic recovery. 
Technical services includes assistance in engineering, marketing, production 
methods, and financial management. Financial assistance includes both direct 
loans and loan guarantees. 
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S~~.!J.9 .. !1 20£fSJ .. .0.J.·--Section 7-02(c){3) directs that 
consideration be given to "the probable effectiveness of 
import relief as a means to promote adjustment, the efforts 
being made or to be implemented by the industry concerned 
to adjust to import ~urnpetition, and other considerations 
relative to the position of the industry in the Nation's 
economy." 

Petitioners have asserted that the import relief program has had limited 
effectiveness with respect to improving the industry's performance, 1.;iting, 
among other factors, increases in market penetration, declines in employment, 
suppressed and depressed prices, and a deterioration in average operating 
profitability compared with that prior to the imposition of import relief. !/ 
Some reasons given by the ddmestic industry for the inability of the import 
relief to bring about a full recovery include stagnant consumption and/or 
modest growth for specialty steel product.s and the fact that fixed tonnage 
quotas for the long products allow increases in market share in a declining 
market. Petitiohers have suggested market share quotas to improve the 
effectiveness of the import relief. 

During th{! period of relief. the industry has en(h~avored to adjust to 
import competition through organizational changes, increased capital 
expenditures, and by restructuring labor costs. 

Q.!'.:.9f!n i zat ~.Q_r:l_~ 1 I ~.P.fil:..~1.!g_na l __ .£ .. h~_r:i_g_~~. -Si nee 19 8 3 , s eve ra 1 major 
organizational changes have occurred. A few major firms have left the 
industry, including Bethlehem Steel and USX. Others, including LTV Specialty 
Steel, Crucible Specialty Metals, and the new divisions of Cyclops Corporation 
have become more specialized, as a result of company divestitures or 
management buyouts. The practice of sharing facilities between firms to avoid 
full integration is another form of rationalization that has occurred in 
recent years. ~/ For example, the new Coshocton Stainless Division of Cyclops 
buys coils from other suppliers, thereby allowing the division to concentrate 
on high··-value finish processes. A new entrant to stainless bar production, 
Talley Metals in South Carolina, decided to buy billet from Armco and Cyclops 
rather than install a melt shop in its facility. As of February 1986, Cyclops 
was considering the possibility of a conversion arrangement with Talley Metals 
under which Cyclops would cease bar production in favor of having Talley 
convert billets into bar on a contractual basis. This type of arrangement can 
increase production efficiency without necessarily detracting from a 
supplier's product range. 

Investment.-In 1986, the most recent year for which data are available, 
the specialty steel industry spent $128.6 million on capital outlays and 
research and development, or more than 50 percent of 1986 operating income or 
cash-flow. Large investments in 1985 included * * *· Research and 
development in 1985 included the development of new alloys, process research, 
and powder metallurgy. 11 

-----·-----11 See, for example, petitioners' pr~hearing brief at pps. 15-17. 
~/ "Shakeout in Specialty Steel," Iron Age, Feb. 7, 1986: 
11 For a d~!tai led description of capital expenditures and research and 
development expenditures, see the sections of the report entitled "Financial 
P~~r·funn,,ince of the Indus try." 
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Reductions in labor costs.·-·-U.S. producers of specialty steel ha11c made 
progress in recent years at reducing labor costs through the addition of 
capital equipment, labor force reductions, and by reducing the wage bi 11. .!/ 

The average number of production and related workers producing stainless 
steel and alloy tool steel declined 14 percent in 1983-86. During this 
period, labor productivity, measured as output per hours worked, increased 14 
percent for st~inless steel and alloy tool steel. The stainless steel sheet 
and strip sector experienced the greatest decline in average production and 
related workers (30 percent), an_d also the greatest incr(~ase in labor 
productivity (39 percent). The stainless steel plate sector also experienced 
large increases in labor productivity (37 percent). Increases and (decreases) 
in average production and related workers and in output per hour worked for 
~:l<'n.nl•.~ss steel and alloy tool steel products in 1983-86 wen~ as follows: 

Product Em~lo,!lment:_ e.roducti v .H.Y 
................ -percent change ........... 

Sheet and strip (28.1) 30. 6. 
Plate (5. 7) 35.7 
Bar (11.1) 10.2 
Rod 5.9 12.0 
Alloy tool steel 6.7 0.2 

Petitioners have stated that labor negotiations have resulted in major 
reductions in wages (adjusted for inflation) during the period of import 
relief in the industries producing stainless steel and alloy tool steel. 11 
These cost savings have reportedly been achieved primarily by negotiating 
tempo1"11r·y 1..iage concessions, eliminating th(! cost-of-1 iv ing adj us I.men ts {COLA), 
and transforming direct volume incentives into profit sharing plans. 

pther c:_~>n~.J..derations .. · .. --The specialty steel industry, compdsing about 23 
firms producing stainless steel and/or alloy tool steel, is concentrated in 
U1(~ northeast and north·-cm1tral regions of the United States, to\li th a large 
concentration of producers in western Pennsylvania. Imports are also 
concentrated regionally, with the bulk (!fltering the United States market on 
the northeast and mid-Atlantic coasts. 

Stainless steel is a necessary component of equipment used in such vital 
industries as food and chemical processing, power generation, and energy 
exploration. Major industries for which alloy tool st" ~ ,,,. •!quipment made 
from alloy tool steel is a necessary input include the automotive, aerospace, 
and machine tools industries. 

----- ··- ·-----· .!/ For a detailed description of capital improvements that have improved 
productivity see the section of the report on "Efforts of U.S Producers to 
Compete with Imports." 
~/ Average hourly wage data received by the Commission 
hourly wages declining, except for stainless steel rod 

does not generally show 
and alloy tool steel. 
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Section ?,02(c)(4) .-Section 202{c)(4) directs that 
consideration be given to "the effect of import relief upon 
consumers (including the price and availability of the 
imported articles and the like or directly competitive 
articles produced in the United States) and on 1.:ompeti tion 
in domestic markets for such articles." 

Imposition of import relief in the form of additional tariffs or quotas 
increases the general price level of the product in the protected market, all 
other fctctors remaining equal. The general price increase in response to 
imposition of import relief occurs in the following manner. The likely effect 
of an additional tariff is to increase import prices by an amount less than 
the full amount of the tariff. !/ The likely effect of a quota is to increase 
the price of imports by restricting its supply. The higher price for imported 
material may also lead to a price increase for domestic material. To the 
extent that the domestic and imported products are substitutable, the higher 
price for imports induces consumers to demand more U.S.-produced material. 
Deperding on the responsiveness of domestic supply to changes in demand, the 
increased demand for U.S.-produced material may lead to higher prices for the 
domestic material. Through a similar chain of events, termination of import 
relief can be expected to reduce the general price level of the product in the 
formerly protected market. 

Price data for stainless steel and alloy tool steel products sold during 
th~ period of the import relief were used to examine the possible effects of 
such relief on prices paid by consumers for these products. The price data 
examined suggest that implem~!ntation of the section 201 import relief may have 
contr.ibuted to a period of temporarily higher prices, but that, generally, 
prices did not remain higher in late 1986 than tho~e in the period i1111111.•d iately 
preceding the import relief. A common trend in specialty steel prices was a 
general price increase for U.S.-produced and imported specialty steel products' 
that began in the second half of 1983 and continued to at least the second 
half of 1984. 2:.1 However, examining price data for the period of import 
relief as a whole, 1983-86, suggests that prices of most specialty steel 
products have not changed substantially, with the exception of stainless steel 
wire rod and alloy tool steel. Average prices of U.S.-produced stainless 
steel sheet ard strip, stainless steel plate, and stainless steel bar in 
October-December 1986 were within 5 percent of average prices in January-March 
1983. Prices of U.S.-produced wire rod sold to end users increased by 14 
percent from January-March i983 to October-December 1986. In contrast, 
average prices of U.S.-produced alloy tool steel bar suggest that prices of 
tool steel products generally declined throughout the period of import relief, 
or by 32 percent from Ja~uary-March 1983 to October-December 1986. 

Table 40 presents estimates of declines in prices and resulting gains for 
consumers that may occur if the import relief is terminated and all existing 
VRAs stay in effect, using a range of likely price elasticities. Table 41 
presents corresponding estimates assuming that all VRAs are terminated. 

1/ This assumes that i~port suppli is not perfectly ~lastic, or that import 
supply is not perfectly responsive to changes in_prices in the U.S. market. 
If import supply was perfectly elastic, import prices would increase by the 
full amount of the tariff. 
~/ Because consumption of stainless steel and alloy tool steel products also 
increased from 1983 to 1984 (by 12 percent), it is diffic11lt to estimate how 
much of the price increase was due to the implementation of import relief. 
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Table 40.-Estimated effects on consumers of terminating import relief for 
stainless steel and alloy tool steel products from non~VRA imports, 1986 11 

·~~~~~·~-----~---·-~~~---~~-·~~--

Stainless steel: 
Sheet and strip 
Plate 
Bar 
Wire rod 

Alloy tool Steel 

Projected decrease 
in imp9rt price 

Range 
low high 

(percent) 

2.9 3 .o 
2·. 9 3 .0 
8.8 34.1 
1.8 6.4 
7.3 27.6 

Projected decrease Estimated total 
in U.S. price consumer gains 

Range , Range 
low high low high 

(percent) (thousands) 

0.0 2/ 0.1 $1,967 $2, 142 
0.0 ~-/ 0.0 ~/ 272 296 
0.6 2.0 7,621 .28,161 
0.9 0.3 649 2,214 
0.6 2 .1 5,888 21,383 

. ····----
!/ Imports and import prices used for this estimate were those from countries 
which have not negotiated VRAs. 
~/ The projected price decrease of 0.0 percent is a rounded number and 
indicates that producers' prices are expected to decline by less than 0.05 
percent in response to a termination of import relief. 

Source: Estimate prepared by the staff of the U;S. International Trade 
Commission. 

Table 41.-Estimated effects on consumers of terminating import relief for 
total imports of stainless steel and alloy tool steel products, 1986 11 

Product 

Stainless ·steel: 
Sheet and strip 
Plate 
Bar 
Wire rod 

Alloy tool Steel 

---··--·----

Projected decrease 
in import price 

Range 
low high 

(percent) 

~/ 3 .0 
"l.I 3.0 

10.4 
8.1 

10.9 

3.1 
3.1 

41.0 
31. 2 

.43.1 

Projected decrease 
in U.S. price 

Range 
low high 

(percent) 

Estimated total 
consumer gains 

Range 
low high 

(thousands) 

0.3 0.3 $10,462 $12,267 
0.2 0.2 1, 244 1,459 
1.1 3.7 13,227 49,809 
2.6 8.8 5,239 19,375 
1. 9 6.6 17,199 65,339 

!/ Imports and import prices used for this estimate were for total imports and 
correspond to the analysis presented in the Office of Economics' memorandum 
EC-K-176, dated May 6, 1987 which is in app. G of this report. 
~/ The estimated effects on consumers presented here for sheet and strip are 
from the second method used for flat-rolled products in app. G. Estimates of 
consumer gains in the stainless steel sheet and stri.P sector fn:>111 the first 
method are $4.1-$8.7 million. Estimates of changes in prices of total imports 
and domestic shipments are not available for the first method used in analysis 
2 of app. G. 
11 The estimated effect on consumers presented here for plate are from the 

·second method used in the alternate analysis in app. G. Estimates of coMsumer 
~~ins in the stainless steel plate sector from the first method are $0.9-$2.3 
mi 11 ion. Estimates of changes in prices of total 'imports and domestic 
shipments are not available for the first method used in the alternate· 
analysis in app. G. 

Source: Estimate prepared bv the staff of the U.S. Intern~tinnNl TrNnP 
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§~_£_tion 2Q.?_.{g) (5) arJ.~L?.02(c)(6_2 ... -·-Sections 202(c)(5) 
and 202(c){6) direCt that consideration be given to "the 
effect of import relief on the international ~conomic 
interests of the United States;" and "the impact on· U.S. 
industries and firms as a consequence of any possible 
modification of duties or other import restrictions which 
may result from international obligations with respect to 
compensation." 

Under Article XIX of the GATr, member countries affected by U.S. import 
relief imposed to al low or·derly adjustment to fairly traded import competition 
are entitled to receive equivalent compensation for the U.S. action. 
Compensation is generally in the form of duty reductions on other items that 
the affected countries export to the United States. If consultations do not 
produce agreement as to adequate compensation, a trading partnc;;~r· can retaliate 
by introducing restrictions against products that it imports from the United 
States. These products may include, but are not necessarily limited to, 
specialty steel products. Should the President decide to continue the import 
relief program, GATT m(!mbers could request c~quivalent compensation or 
retaliate against U.S. exports. To date, only two trading partners that 
export specialty steel products to the Unitc~d States, the EC and Canada, are 
known to have requested compensation for the U.S. imposition of import 
relief. Both countries retaliated against U.S. (~xports but have since 
discontinued such restrictions. 

On December 22, 1983, the Canadian Government imposed a 4-year program of 
dee lining surtaxes (or additional tariffs) on i111ports into Canada of cer·tain 
stainless steel sheet, strip, and plat~ after December 31, 1983. The surtaxes 
for 1984 ranged from 4.4 to 7.7 percent. On June 14, 1984, the C<'Hlddian 
Government revoked the surtax in light of equivalent concessions made by the 
United States as compensaiion. A respondent for C~nadian producers stated 
that these concessions were granted on Canadian exports of cement to the 
United States. 

In response to the imposition of section 201 import relief, the EC 
requested compensation in the amount of $160 million a year in the form of 
reduced U.S. duties on EC steel and textile products. In late 1983, U.S.-EC 
compensation negotiations deteriorated, and in March 1984, the EC retaliated 
by putting quotas and increased duties on U.S. exports of certain 
petrochemicals, sporting goods, and burglar alarms. 1/ The retaliation, which 
was to remain in effect for the duration of the import relief action was 
estimated to net the EC about $119 million annually. 11 

In March 1986, after the USTR published notice in the Federal Register 
that the EC was no longer subject to the additional duties on stainless 
flat-rolled products nor subject to the global quotas on stainless steel bar, ___ ,_,. ···~---

!/ A preliminary list of specific products believed to be included in the 
retaliation was provided by the USTR in a letter dated Jan. 13, 1984. 
Products subject to additional tariffs of 6.4 to 6.7 percent included methyl 
alcohol; viny 1 acetate; and alarms, burglar, fire. etc". ·Products subject to 
value quotas included styrene; polyethylene sheets; sporting and target guns, 
rifles and carbines; gymnastic and athl1!tic equipment; and snow skis. 
?./ Operation of the Trade Agreements Program, USITC Publication 1535, June 
1984. 
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wire rod, and tool steel by reason of the implementation of a VRA; the EC 
simultaneously rescinded its retaliatory trade measures. In 1986, the EC (not 
including Spain and Pcwiu'Jal) accounted for· ri.lmost 41 percent of U.S. imports 
of all stainless steel and alloy tool· steel products under investigation. It 
is believed that other countries that are no longer subject to the import 
relief by reason of negotiating VRAs with the United States covering stainless 
flat-rolled prod~cts (and tool steel products for Austria) will not request 
compensation for the import relief on those products. However, VRA 
signatories that are GATT members and have ~xported stainless steel bar an~ 
wire rod and alloy tool steel to the United States may be eligible for 
compensation for those quotas. ·A major example of such a country is Japan. 
Japan has an Orderly Marketing Agreement (OMA) that gives it a separate 
allocation for these products . .!/ It is believed that countries that 
negotiate OMA's with the United States do so with the understanding that they 
will not request compensation. 

Major exporting countries that have not signed VRAs or already received 
compensation (i.e. Canada) could conceivably do so should the import relief be 
continued. Sweden, Taiwan, and Finland are major exporting couhtries that 
fal 1 into this category. Because it has been 3 yi'!ars .since the impl(~1111~r1tation 

of the import relief program, it seems likely that any foreign governmenis 
that believed it was· in their country's best interests to request compensdtion 
or retaliate would have already done so. 

Sectio!1 202(c)(7) ... -section 202(c)(l) directs that 
consideration be given to "the geographic concentration of 
imported products marketed in the United States." 

Similar to the geographic concentration of domestic production, imports 
of stainless s~eel and alloy tool steel are fairly concentrated in the United 
States. For example, four customs di stricts--.. Phi ladelphia, New York, Chicago, 
and Los Angeles--accounted for over 50 percent of all imp•Jr·ts of the subject 
products in 1986. ·The following tabulation presents the percentage of 1986 
i.111ports of stainless steel and alloy tool steel imports that lrntered customs 
districts in various regions of the country: £/ 

mid-Atlantic-·· ........... 24. 8 
Northeast-·············· .. ·-·-'22. 7 
Midwest-··· ·17. 2 · 
Cali fornia·-···· .. ··----14. 8 
Gulf Cciast-................. -14.2 
Other (see below)=6.-=-1 

100.0 
--·-- -· ... __ _ 
!/Other countries that have negotiated OMA's with the United States include 
Argentina, Canada, Spain, Sweden, and Poland. 
?J The custom districts are listed i'n order of importance for each of the 
regions defined by staff: nil.d -Atlantic (Philadelphia, PA; Baltimore, MD; 
Norfolk, VA; Wilmington, DE; and Washington, DC); Northeast (New York, NY; 
Bridgeport. CT; Boston, MA; Providence, RI; Buffalo, NY; Ogdensber·g, 'i\IY; St. 
Albans, VT; and Portland, ME); Midwest (Chicago, IL; Detroit, MI; Cleveland, 
OH; Minneapolis, MN; St. Louis, MO; and Milwaukee, WI; California (Los Angeles 
and San Francisco); Gulf Coast (Houston, TX; Laredo, TX; New Orleans, LA; 
Mobile, AL; and Dallas, TX); and 0th•.~· .. {S<:wannah, GA; Charleston, SC; Miami, 
FL: Tamoa. FL: SP~ttlP. WA'. ~n~ Pnr~l~n~ nD\ 



A-86 

The bulk of the stainless steel and alloy tool steel imports enter the United 
States market lr1 the Northeast and mid-Atlantic States, followed by the 
Midwest. The largest customs district, Philadelphia, accounted for 15.6 
percent of 1986 imports. Thus, any impact of tht~ additional tariffs and 
quotas implemented in 1983 on availability of the subject produtts or on 
employment in firms that handle, transport, or distribute the subject products 
would have been felt primarily in these areas. Final distribution of the 
articles prnduced with imported and domestic specialty steel, especially of 
consumer goods, is spread throughout the United States, however. 

SectiQ.".L?02(c)(8) .-·-·-Section 202(c)(8) directs that 
consideration be given to "the extent to which the U.S. 
111arket is the focal point for exporb> of such article by 
reason of restraints on exports of such article to, or on 
imports of such article into, third-country markets." 

Similar to the United States, the EC has steel agreements with about 14 
countries, including Australia, Austria, Brazil, Bulgaria, Czechoslovakia, 
Finland, Hungary, Japan, Norway, Poland, Romania, South Africa, Republic of 
Korea, and Sweden that restrain those countries·' exports to EC-member 
countries. !/ There does not exist such an agreement limiting U.S. exports of 
steel products to EC countries. These VRAs appear to include the bulk of 
stainless steel and alloy tool steel products in the instant investigation. ~/ 
!h~newed annually, the VRA negotiations concluded ii:i Apri.l 1986 granted all of 
the countries a 3-percent increase in export quotas towards the EC. !/ With 
resp(~C 1.. ti.1 o lher countr'i.(~S, the Ministry of International Trade and Industry 
in Japan stated that there are no nontariff barriers to imports of specialty 
steel products in Japan. 1/ 

Section 202(c)(9) .-.. section 202(c)(9) directs that 
consideration be given to "the economic and social costs 
which would be incurred by taxpayers, communities, and 
workers, if import re 1 ief were or were not provided." 

The removal of the additional tariffs for stainless steel sheet, strip, 
and plate, and the removal of the quotas for stainless steel bar and wire rod 
and tool steel products would reduce the protection from import competition 
currently enjoyed by the domestic industry. For stainless steel fldt-rolled 
products, considerable import protection may still be available to the 
domestic industry as a result of the VRAs, which cover the majority of imports 
of these products. 5/ The protection remaining for stainless steel bar and 
wire rod and for to~l steel products as a result of existing VRAs would be 
substantially less if the section 201 relief were not continued. To the 
extent that elimination of section 201 import protection would cause an 
increase in imports and a reduction in domestic sales, the industry might be 

~~~~~~~~- -~~~~ 

!/ European Report, Mar. 6, 1986. 
2/ Based on SITC numbers appearing in the Official Jourr:i_al, Dec. 20, 1985. 
-~/ European Report, ibid. 
11 U.S. Department of State te legr·am, March 1987. 
~/ See explanation of the VRA program in the section of this report titled, 
"Import RE~lief Program". 
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forced to reduce output and layoff workers. }/ Economic costs faced by 
taxpayers under these conditions would include State and Federal unemployment 
insurance payments, income maintenance in cases of extended need, food stamps, 
and reduced Federal, State, and local tax receipts. Social costs to the 
people and the communities would 1··c~':•1 ~ t fn.1111 the added um~mployment burden. 
However, continuing the tariffs and quotas may also have adverse, though less 
readily measurable, side effects. To the extent that they are effective in 
restricting imports, the continuation of the import relief may continue to 
have adverse employm(!nl and tax effects on the firms that handle, transport, 
or distribute imports. In addition, to the extent that import relief has 
caused artificially higher prices, for both domestic and imported specialty 
steel products, a continuation of the import relief would maintain this 
economic distor·tion. Higher prices for specialty sl:eel products could 
encourage developments that would have a long-term adverse affect on the 
domestic specialty steel industry. . For example, higher prices could 
encourage the development of substitutes for specialty steel and discourage 
the use of specialty steel in new industrial applications. Specifically, 
higher prices for stainless steel products could discourage the automotive 
industry from proceeding with development of stainless steel exhaust systems. 
Another example of possible adverse developments from higher prices is 
downstream imports. Higher costs for end users could make those industries 
less competitive with respect to imports of their products. If higher costs 
have caused a significant reduction in sales volume and production of end-user 
industries, continuing the import relief may further reduce the U.S. market 
for specialty steel products. 

Extending import relief may also keep some marginal firms in business 
that have no further plans of adjustment. As a result, unproductive capital 
and labor engaged in producing specialty steel may have no incentive to move 
to other, more profitable, products and industries. In turn, this distortion 
could increase capital and labor costs in other industries, possibly causing 
ctr'l:i ficially higher prices in those industries. 

}/ Estimates of import, domestic sale·s-:-.... production, and employment effects of 
such removal are discussed in app. G. 
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Presidential Documents 

Proclamation 507' of July 11, 1113 

Temporary Duty Increases and QuELDtit.ative Limitations on the 
Importation Into the United States of Certain Stain1ess Steel 
and Alloy Tool Steel 

By the President of the United States of Amer.ca 

A Pi-oclamation 

t. Pursuant to section 201(d}(l) of tte Trade Act of 1974 (the Trade Act) (lS 
U.S.C. Z2.51(d)(l)). the UnHed State• International Trade Com.r:nlssion £USITC] 
OD May d, 1983. repo:ied lu th .. President the resuJtJ or its 1n ... ·e1tigetioc Ne. 
TA-201-18 under Dection zot(b) of the Trade Act (19 U.S.C. USl(b)}. ~ -
USITC dete~ed that certain berE: wire rods; and platea. abeeta. and •trip. · 
not cut. not pre'~"ed. and not 1tciped to nonrectangular shape; all ~ 
fo~soini of stai.nl'er.s 1teet or certc alloy tool steel; and round wire of 11¢ 
apeed tool steel; provided far In lw:a tll6.90. e.93. 806.9-l, 606.95. r, .a. 
807.28.. eu; .M. 807 .43. eo7 .te.. 807 .st. ea7 :n.. 807..'6. eo7 .88. 80i .90. eos.za a.a 
808.M. 808..43, 608.41=. 808.51, 808.6'. and eo&.45 of the Tariff Schedules of~ 
Uniteci States (TSUS) (19 U.S.C. UC%}. L"! beina imported into the Umted 
States in such in~ased quar.tities u to be a substantial cause of M!riom 
injury to the domestic industries producing articles like or directly competitiw 
with the imported article&. Tbe usrrc recommended the imposition of quanti· 
tative restrictiona OD imporU or articles classifi~d in the above TSUS items 
with exemption• for certain articles which are not produced in the Umted 
States or are produced in such amaD quantities that their exemption would not 
have an ac've."'Sc impact on the domestic industry. 

Z. OD July 5, 1983, pursuant to aecticm 2DZ(b)(l} of the Trade Act (19 U.S.C 
ZZSZ(b)(l)}. and after ~ mto .a:cnmt the consid.eratioDI specified ia 
leCtiOD 202(c) or the Trade Act (19 l?.S.C. Z2SZ(c}}. I determined to impose 
additiona1 tariffs and quantitative ratrictiom. with exemption• for certain 
articles which are npt produced In tbe United States or are produced m ~ 
1maD quantitie1 that their exemptioz: would not have an idverse imped cm 
the domestic industry. On July S. 1983. m accordance with aection 203(b){l) of 
the Trade Act (19 U.S.C U53[b}{l}~ I transmitted a report to the Congress 
aetting forth my determination and intention to proclaim these additional 
tariffs and quotas. and statm, the reuona why my decision differed from tbe 
actioc recommended by the USITC. 

s. Section 203(e)(l) of tbe Trade A.ct flt u.s.c m~(elLi)) J'eQWrel that import 
relief be proclaimed and take effect within 15 day~ after the import relief 
determination dale. -

4. Pursuant to sections 203(a)(l}. 203(•}(3). and 203(e)(l} of the Trade Act (19 
US.C. U53(a)[l). U53(a)(3), and ZZ:3(e)(1)). I am providini import relief 
through the temporary imposition of increased tariffs and quantitative restric· 
tioru OD certain 1tainless steel and alloy tool steel. a1 hereinafter proclaimed. 

6. lri accordance with .ection 203{d)(J}of the· Trade Act '(19·U.S.C.·'!.2.53{d)(z», 1 
Ju~ve 4etermined that ti.e -level of \mport reli~ hereinafter proclaimed jNrll>-. 
ant to section 203(a)[3} of the Ttade Act (19 U.S.C. ZZS3{a)(3)) permit. tbe 
importation into the United States of 1 quantity of article• which is not lea 
than the averqe annual quantity of nch articles imported into the Unlted­
State11 in the 1972-1982 period, exclusive of 1975 and 1982. which I bave 
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: ·•' .·.·. <· ;_ ·. ~·· ~ ::..., .. ·-~ . ... "'*~"~-·~,.; 
determmed ·to ·1- the 1D01t receol ~sectativr··period,:fc;ar.,bnpoiu. ol .. ~ .... .,,."'·1' 
ai1iclea. ·: .. . · .. .. ·- . ~. ·~ .. 

NOW, niEREFORF.. l RONALD RE.AGAN. Pre1ide.nt or the UDlted State• of 
America. •ctina under tbe authority nsted la JDe b1 -the Constitution and the 
1tatute1 or the UDlted Statea. iricludi..aa teclion:a 203 and eot or the Trade:~ 
(19 U.S.C. W3 and 2483J, u~ in accordance with Article XIX or the General 
Agreement on Tarifb and Ttade (CATI') (~ Stat (pt S) Asa I UST (pl·l) 
1786), do proclaim th.at- · · ·· ·· · 

OJ Part t or Schedule xx of fhe CA 1T b modified to conform to tbe act:iOD 
· tali.en la the An.nu to thil ;rocli.mati~ · ; 

(Z) Subpart A. part 2 or the Appendix.to the TSUS la modified as aet for'.h ti: 
· tht Annex to thb proclamation. ·· ·· 

(3) lbe tJruted Sl!!te1 Trade Rep~setjtative (USTR} ii bereb)' dL"ecied to 
take 1uch actiona and perforc such fWi~om for the United States as may be 
necenary to 1dmini1ter and tmp1emmt the relier aet forth la the Annex 
hereto. lllcludi.og the allocation o! qiK>ta quantitiea oc a count1)'-by-c:ountr)· 
baail; lo negotiate orderly marketinj agreementJ pu.-.uant to 1ei:tion 203 of the 
Traae Act l19 U.S.C %2!3); and lo mod.if)·. pu."luant to aect:ioc 203. the relie! 
~· Torfh 1D fhe An.Dex bueto. Jn orclc to carry out Mid directive, the~ ii 
\ere'bf aulhodzea .lo delegate .lo tppropn.te offidal1 or &Bendea of the 
tJnited States authority to perform any functioOJ neceaa.al')' for the tmplemeD· 
tatioc and aclminiJtration o! aaid reliel Tbe UST'R b hereby 1uthor.i~ to 
make any Chan,e1 ln the 'bead.note or TSUS. ltem1 created ln the Annex be:-eto 
whicb maJI be Deee'6&1')' lo Implement the foresol.ag authorit)', 1uch cha.r..ges to 
'be effective DD or a?\er the date or their publication In the Federal Resister ar 
1uec C\thtr dale ti may be 1pecified therein. 

if) 'nle J>resiamt'1 aiifhority tn tectiom 203(&) (1) and (Z) of the Trade Ad 
(19 U.S.C. W3(&) !t) and (Z)) to pre1aibe regulations pro\.id\ng far the 
efficient and fair administratioc of any restriction herei.D proclaimed or rov· 
ernina the entry or ,.;(hdrawal from warehouse or articlea to\.·ered by any 
orderl1 marketina agreement negotiated hereunder or of like articles which 

· lire the product of countrie1 not parties to AD)' socli .qrHment. hu been 
' deleg.ted to the Secret&r)' or tbe Trell\11)' J'Ul'IUUlt tD teetioc S(b} of Exear 

tive Order No. 11846. a1 amended. Such authority ahaD be exercised by the 
Secnw, or the TreasW)·. upoD direct:iOD by tbe usn.. ID consultatiOD witb 
npre1entative1 of the membe: qenciet of the Trade Poliq Staff t.omn:U~ 

tSJ Tbt lJSTR h directed to ~ndvct mi annual rrvitw or the necessity far 
ea e!Jectiveneu oY 1udi relier .na recommend to the President any appropri­
ale actiOD under a.ction ZD3[b){4) d the Trade Ad (U US.C US3(h)[4)}. and 
to tet u.p such lnteragency bociiea aa may be necesSaJ')' lo monitor the p~s.s 
towar3 aajUJtment oT the domestic lndUJtry. 

(&) The Sec:retar)· or the TnuW'Y aha11 tale sucli actions. not othenr.ise in 
contraventiCX1 of ia,_. cir .bl de."Og&tiOD oT the 1utbority of the Se~taJ')-. •• the 
USTR ahaD determine are neceas&l)' to tmplemeDt any import relief under this 
proclamation. or ZDodifi ,tj,; 11 thereat 

(1) Thia proclamation ahall .>t '!!ffect:ive with respect to articl~s entered. or 
withdrav."IJ from 11o·arehouse for consumption. or: or after July 20. 1983. and 
before the clost of July 19. 1987, m\leu the period of iu efiecth·enes! ls earlie! 
expressly modified or terminateli '· 

~WITNESS WHEREOF. 1 have .hereunto aet ID)' band this 19th. day of July. 
In the year of our Lard nineteen hundred and eighty-three, and of the 
lndependen~ .ot the .United State5 of America \Ae ~·o hundred ~~ eighth, 
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Subpart A, part 2 of tht Apptndia to tht Tariff Schf'dules of 
the Onit.•d St.att1 (19 U.S·.C. 1202) is aodified •· 

(a) by ~ding in nu~tric1l stq~nct' tht followi"'9 new 
. hudnot. 10: 

•10. Additional dutiu •~ guantitativt lbiution1 
on st1inltss stttl and a:loy tool atttl. -- T'he 
provisions of this htadnott apply to items 926.00 
thro~gh 926.23, inclusivt, of this ~ubpart. The 
duties providf'd for in ittas t26.oo· and 926.0~ and 
tht quantitative li•itations stt forth in ite•s 
926.10 through 926.23, in:lusivt, are in addition 
to the dutits providtd for tht sutj~ct articles 
in schedule 6, part 28, o: in iteE 832.00, part 
3A, •~he~ule 8, vhtre aPF!icable. 

(a) Definitions. - ror the purposes of this s01bput -

U> 

(11) 

"the ter& •restraint P!riod• refers to a· 
3-11onth penoe provide-d for in the Ouota 
Ouantity ecluar. for iteas 926.10 
through 926.23, inclusive: 

the tenDs •razor bi ade •t~el • and 
•chipper knife st~e1• are dtfined as 
prov idtd in bud notes 2 (h) (a) and 
2(h) (viii), respectively, of part 28, 
schedule 6; 

(Iii) .the tera •ba~ saw ste~1· r~fers to 
alloy tool ltttl vhich contains, ln 
addition to irar:, e1ch of the fol lo"inc; 
elements by wtic;ht in th• a111ounts 
spe-cified: 

(1') c1rbon: not less than 0 .47 no: 
.are than D.Sl percent: 

{B) aanganese: not less than G.60 nor 
.are than a.to percent: 

(C) sulfur: none, _or not aore than 
0.015 .percent: .. • 

(DJ phosphorus: non•·, or not aore than 
0.025 ·~rcent: 

{El sil kor.: not less thar. 0.10 nor 
JIC)ff than 0.25 percent: 

(F) chrOll'.i ta: not less tl-.an .0.90 nor 
1DOre than l .JO perC'•nt; 
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(C) nickeli not les5 than 0.50 nor 
91C>U than 0.70 peicent:. 

(Hl aolyb<5en~E: not le5s than o.to ~or 
acre than l.10 percentJ 
and 

-(lJ) ••n~_iU1i.: not less than 0.08 per­
cent nor aore than o.~5 
percent; 

(iv) the ter• •claddinc grade 434 stainless 
steel sheet• refer' to stainless steel 
sheet, not under 0.05~ inrh •nd not 
'1Ver 0.065 inch 1n thickness, not under 
25.5 inches and not over 26.25 1~ches 
in width, co~taining by weight not aore 
than 0.1~ percent c•rbon; not 
less t.han 16 perc£~l nor •Ol'e than 18 
percent chroet.iU&; and not less than 0.75 
percent nor aore than 1.25 percent aoly­
bdet1u•; cert if ie~ by lbe importer of 
rec-ord or the ulti:ute consignee at the· 
tiae of ~r.try tor iiH in the aanufac-­
ture of stainless steel-cled-elu~inua 
autotiobil e tr ia.. 

(b) Shortfall.-- Du~ing tht last 30-day period 
of a restraint period, if tbe Dnited States ~rade 
Represenl•li•e (USTRJ detersines that A1U' quota 
quantity under an it•• ~er.of is unlikely to be 
used during that restraint period, the OSTR aay, 
to the eztent peraitted by law, aodify the quota 
quantity for that ite& during the re~ainder of that 
restraint period to reallocate tbe shortfall or any 
portion thereof to the q~ota quantity of any other 
itea, such •odifications to be effective on the 
date of their putlication in tbe Federal R!jlister. 

(c) Carryover.-- Whenever the quota quantity 
specified for an itea has not been entered 
during any restraint peri~, tbe USTR aay by 
Federal Reaister notice autboritt the entry 
during subsequent restraint periods of an aaount 
not to esceed the d1!ferenee between the quota 
quantity specified for such restraint period and 
the a111ount entered during that period; and such 
aaount ahall not be counted ~&inst the quota 
quantity therefor. 

(d) £aceeding restraint levels.-- The DSTR aay by 
Federal Register notice •~thorite the restraint 
levels for any quota quantity to be eaceeded by 
not aore than 10 percent during any restraint 
period. lf • quota quantity is exceeded during 
a restraint period, the us~~ shall aake a down­
"'ard adj ustaient cf the corresponding quota 
quantity for the next restraint period in the 
absolute ar~unt the preceding restraint level 
was eaceeded. 
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(e) Adjust..enta.~ If any country-by-country 
allocation• of quota quantities are aade by 
the USTR, the USTR M)' aake the necessary adfust:-
aent1 to t.be appropriate quota qu1ntitlea. · 

U> United Stat"ea lntern•tional Trade Coaudssior. 
(USITC) surveys.-- !'be USITC ah•ll conduct 
aandatory survey• wit.b reap.ct to the product• 
•ubject to iaport relief under each 1tea 
involved •• followaa 

(i) Quarterly.-- Surveys by calendar quarte:· 
~o obtain froa d0eteatic producers aon~hly 
d•t• ~n prodYetion, shipments, prices, 
employment, ~ a1n-hour11 and to obtair. 
froa iaportera data by calendar q~•rter 
on pr'ices, orders, and lnventor les. The 
initial •urnys shall cover ~he fourt.b 
q"arter l'lf 1'82 and the first two quarters 
of lHl 1 •u.bsequent surve;ra wU 1 cover 
lndi•idual ~rters1 tbe last such aurv•y 
shall cover t.be quarter whicti e:')ds .i»::>t 
less than H daya prior to tbe -ten.inatior: 
of the iaport reatralnta. Th~ DSI'J'C 
shall publht t.he n•wlta of the lr.itial 
aurveys by Oc-tober 1, lt8l ana the 
result.a of lat~r curvey• wit.bin •S days 
of the 9nd of t.he surv~y~ quarte:. Sucb 
aurveya will be co~uc'ed aonthly, upor. 
written reqoest o{ the USTJl to th• DSITC, 
If ~. OSTR 6eteraine1 that •:>nthly 
reporting 1• necessary. 

(ii) Annu•lly.-- Annual aurveya to ~tain 
froa doaestic producer• data by.calendar 
quarter on profits, orders, aN! inven­
tories, and annual data on capital 
espenditures, capacity, and research an~ 
develo~nt expenditure&. Tbe initial 
~ llh&ll ~ tbe birth ~ter d . 
1982 ~ calerdar Jellr 1982, as ~ · 
pd.11te, n calerdr )'Yr' 1983, and the 
nsul ta shall be pl ished by Mardi 31, 
1"'. it. ftSUl ta ol absequent &l.&'Ye')'S 

lhall be ~i&hrd by March ll of Md\ 
~ thereafter ., law; && the ilip)rt 
restraint.a in this atpart .-e Ira 
effect. Vi t:b each mnal survey, the 
USM shall ala:> npxt the pra:Sucticn, 
capacity, S1d capdt:y ~ U iuticn, to 
U-..e •tent the infacmtia\ ·can be ct>t.a.ined, 
fa' Heh CCU'lt:ry wd'I is a aajcr ~lier 
of ilip:x"ts, W ~· pn>'jected c::ha."'J9eS in 
prcduct.ion 1 Cap&C"i t}' 1 and C~ i ty 
utlli~icri fer th:J5I! c;:cu,tr ies. • • . 
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(b) ~ inserting in r..r.erkal tie'~ the foU~n; new pror..sicns: 
.. •' . . ··. ·' .. ' . . 

. t•.' 

.Articles --.tes ol My 
. .. ~~ . : ... , \ l 

926.00 Sheets and strip of 
stainless steel 
(except razor blade 
steel I A.°d C:l-'ding 
grade CJ.C stairJess 
steel sheet) p'tW ided 
ff.X ita 1 t..ClllS 60 7 • 76 I . 

607.9Ci, 608.29, 
60a.Cl. ard 60ll.57, 
prt 28, ec:hedule 6 I . 

all the fore9oin; . 
~t.her or n:>t 
entitled tD dut;r-fne 
treatml!nt. l6d« f ta 
IJ2 eOO I part )A, 

a if lieu vie vi ili res;:.rt ti> art.ides 
a · · lr't.ered during the pr ia! -
I Jiily 20, .JUly 20, Jul)" Z, 
I lt8J . 1984 191! 
I thzQlgh Uu"cugh thrl:aq\ 
I .July 1t, Juiy lt, July 19, 
J 1984 198S 19EM 

. . 
: 
: 

.July 20, • 
1986 • 

t.hi"QJ9h : 
.July 19, : 

1987 

~e & ••••••• ~···••••• lOt -9 val. It -9 Yal. " fJ! ...i. ft Id val. No change 

920.0S Plat.es of stainlea 
steel provid8' far in 
it.8111 6(17.76 ...s 
607._90,_:part 28, 
lil:hedule ', ai1 the 
fDAgoing at.her 
er not mtitlm tD 
4Jty-free treament 
wder' its 832.00, .. 
part JA,. actledule I. • • • • • h 1!f Ya1 • It -9 val • St -9 WI! • 

. ' 
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QQU Ow\t1 t)' 
(it: stiJrt ta\S) 

. f.hterld &i'_iiti the restnint penat-
: July 20 O.:u:bi:C 20 Ja.oiuary 20 '4ril JO 
.• tl1roJgb . ~ ~ tm:L9' 
I •Oct.ober' lt ~ U !frll 19 July lf 

· Ve aeYt!I' the reSpect i ve ~regate 
q.witity o! .-ticles speciti_ed 
b!l °" fer it.ea 926. l 0 t.hro.ql 
926.23, inclusiw, has been 
entered 1n a."t'j restr &int periOd 
(llf')et.~, foe t&"iff piqcses, in 
sc:he&lle 6 er in itm 832.00 of 
schedule I), no article in auc:tl 
itm aay be en tend dur ir9 the 
remairder of a.ac:h rest:r a.int: 
pr iod, except •·provided in 
headrote 10: 

Ban of kainlesa steel, 
P'O"ided for' in it!!lll 6(); .90, 
pc"t 28, 9d .eQ.&le 6 I 

926.10 If en tend dur 1ng tt.e 
_p!r in:5 frca J!Jl)' ~I 
1983, ~ 
Jul1 19, 1'84, 

,-,750 tr.c\..elV9 •••• ·~ ; ••.• ~. ~·~ •••. .', 1,750' '6,750' 6,750. 
926.U If ente.nd cU' 1ng t."ie 

period frm July 20, 
1984 I thro.qi '· •: 

July lJ, 1985, 
i.rw-.J.usiw •• ~ •••••• : •••••• 6,950 1,950 ' 6,950 '·~ 926.12 If entered Q.r 1ng the 
p!r" iaS frtw July 20 I 
1985, ~ 
July 19, 1986, 
lnc:lti.m1v. •••••••••••••••• 7,150 7,150 7,150 7,150 

926.ll '. u --'tend .U-lriJ the ' .. , ... 

period frca July 20, 
1986,~ 
.July lJ,' 1987, 
incluai~ •••••••••••••••• 7,375 7,375 7,l75 7,J75 

Vin mS of stainl ea llteel , 
provided fer in item 607.26 
.., 60i .u, pc-t a, 
sc:hedule 61 

926.15 If tll tend 4r 1ng the 
period frca July 20 I 
1983, thrcugb 
.:July 19, 1984, 
lnc:lusive •••••••••••••••• ·~.ns ,,ns 4,775 •,ns 926.16 It entered dur in; the 
p!'l° icd frcm July 20 I 
1984 I through 
July 19, 1985, 
irclusivie •••••••••••••••• 4,925 4,925 4,925 4,92S 926.17 If entered &Jr ing the 
period fnm July 20, 
1985, through 
July 19, 1986, 
lnc:lusive •••••••••••••••• 5,075 5,075 5,075 5,075 



r- 0.. •tlr.'1 

ni.c! ~ n~• -: 
•"lbr Cllldr rtlMll..C 

I 

It• r 

126.11 

l:d.20 

126.21 

t26.Z2 

126.23 
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+ 
5aA QO:W;ilt)' 

lrUcl• ~ ftn tens! 
r ~F.c!' -!:!!i a; nsenr;;; prn~ 
' :J\il1 ii Q:-tcber 216 lan.i&r)' 2D .ap- .iJ k 

·~ ttlro4I Urcaq: thro4' 
-.~u J~lt !e:U lt .Jwx u I 

lie ll!'Yer tht ~-. 
ft!:. (CD\.)' 

Win ftl!, ~- fai,.)a 
u 9\ta-.d 6.r in; tla 
~icd ma My JD, 
.~ 

.JWr u, 1Jl7, 
in:l\lliv. •••••••••••••••• 5,US 5,2Z 5,22S 5~22S 

llll "• win rc:ds, pl-.es, 
lhftta, n strip, all tla 

. farw9oln; ot alloy tllal 
mt.-1 Ce~ ~ linJ ~ . 
a.eel .., Md _, •teel) ' 
pR:Wided far Sii it.em 

. 606.ts, 607.ZI, I07.34, 
.,7.t6, 607.S., I07. '72, 101.-. '°'·"· i08.f9, .., '°' ·"; ard m.rd ~ cl 
hi¢ .,.s tml -..el, 
FRWided far Sii l ta '°9. CS, 
.-rt a,~·'' u 9\terwd 6.ring t!w 

p!rkd frm Jaly JD. 
1Jll, thrcugt: 
iih&l )' lt, lJl4, 
1n:1 ... 1V11 •••••••••••••••• 5,6Cli 5~ S,60J 5,6Cll 
U et.end 6.r in; tla 
pm-bS fral .Jul)' JD, 
1'84, thr'CUIJh 
.Jul)' u, 1'8~, 
ira:lmiw ................ 5,TIS 5,m 5,77S 5,m 
U •teud Aring tbt 
per .iad h'Cll J\aly 20, 
lJl5, thrtugh 
iih&ly U, Ul6, 
in:ls.aivie •••••••••••••••• 5,tso . 5,t!iC 5,tso 5,tSO 
u 91t.e'lld Aring tbt 
~ fr3 .July JD, 

, thnlu;tl 
iih&ly D' !9E7' 
Sn:lusi ................... 6,.125 1,125 6,12S 1,12!· 
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l&nvidgdcm No.. TA-lOS-111 

Stainlea Steol and Mor Toof Steel, 
Import lll'MtsUgatloft 

~United States lntemahonal 
Tnide Comminion. 
~ Institution of an inve1tisation 
under section Z03(i)(3) of the Trade Act 
of 1974 (19 U.S.C Z253[i)(3)) and 
ac:heduling of ill heari~ to be held in 
connection with the tnveat~ation. 

~Following receipt or a 
petition filed on January 14. 1987 11111 

behalf of the Specialty Steel Industry of 
the United Sl.atet (SSlUS} and the 
United Steelworitera of America (AF\,­
CIO). the United States lntemational 
Trade CommWiion instituted 
investigation No. TA-203--18 under 
ooction 203 of the Trade Act or 11r"4 for 
the purpoae of ga.therio.a infonMtian in 
~ lh~I ii ftlisb! amise the Pl'eaidenl 

economic effect on the domestic 
industry concerned of the terminatioo of 
the lmpo11 rehef preffn\ly in effect with 
re.peel to stsinleso or aUoy tool steel. 
provided for in Items 606.90. l!I06.93. 
806.94. 806.95. 607.28. 807.28. 607.34. 
807.46. 807.54. I07.7Z. 007.76 607.IMI. 
fi(J'.' .90. 608.2.a 008.Z9. 808.34, 
808 43. 008.49. 808.57. 008.64. and 809.45 
of the Tariff Schedule11 of the United 
Stales (TSUSJ Such import relief ia 
provided for ill Presidential 
Proclamation 5:074 of July 19, 1983 (48 FR 
33Z33) and is detlcribed in Items 926.<M. 
926.0S. 926.12.. 926.13. 1926.17. 926.U. 
926.%2. and 1126.%3 of the appendix to the 
TSUS. The relief ill Kheduled to 
terminate on JuJy 19. 1987. unless 
extended by the President. 

for further information concernins the 
conduct of thi1 investigation. heanns 
procedures. and rules of general 
application. consult the Commission'• 
Rules of Practice and Procedure. part 
206. aubpart.s A and B (19 CFR part 206). 
and part 2C.'1. rsubparts A through E (19 
crR Part 201). 

!EFFECTIYl DATIE: January 7:1. 1987. 
Fa.I~ llNFOM.lAnoN CONTACT: 
Judith C. Zed {Z02-5ZS-OS39). Office of 
lnvestiptiona. U.S. International Trade 
CommiS1ion. 701 E Street NW~ 
Washi~ton. DC 2DIJ6. Heari~· 
impaired individuals are advised that 
information on this maller can be 
obtained by contacti.rJM the 
Commission's TDD terminal on Z02-~ 
()002 

~ARV lilFOftlW.TDOtC 
Participation in Uie investigation.­
Persona wishi.rJM to participate in the 
inveatijatioo u partiea must file flll 
entry of appearance with the Secretary 
to the Commission. as provided in 
120111 of~ Comminion'e rules (19 
CFR 201.11). not later than twenty-one 
(21.J day; af1er publication or thi11 notice 
in the federal llegists. Any entry of 
appearance filed after this date will be 
refeJTed lo the O.airman. who will 
determine whether to accept the late 
entry for good cause shown by the 
person desiring to file the entry. 

Service bst -Punuant to I Z01.11(dJ 
of the Commission'11 ni.Jes (19 CFR 
201.n(d)). the Secretary will prepare• 
service list containing the names and 
11ddresse1 or all persona. or their 
representatives. who are partie1 to this 
in\·estigation upon the expiration or the 
period for fili.ni entries of appearance. 
In accordance with 9 201.18(c) of the 
rulee (19 CFR Z01.16(c)}. each document 
filed by a party to the inveutigation muet 
be aerved on all other parties to the 
investigation (111 identm~ by the 
ae~·ice I.isl). and a cemrlCllh! nr &PPVW 

Secretary will not accept a document for 
6hng without• c:ertmcate of len'ic:e. 

Heorin1i.-The Commis5ion •·111 hold 
a hearing In ~rmection with tbi1 
im,·es!igation beginninj al IUO a.JD. ori 

April 2. 1987. at the U.S. International 
Trade Commission Buildina. 701 E StrHI 
jl't.'W .. Washington. DC. Requests to 
appear at the hearins should be filed in 
writing with the Seaetary to the 
Co1T,miHion not later than the dose of 
business (5:15 p.m.} on March 13. 1987. 
All pe™>l"IB desiring to appear at the 
aiearing and make oral preaen&Hiona. 
with the exception or public officials 
and persons not represented by counsel 
llhould file prebearing briefs and attend 
a prehearing conference to be lw!ld al 
ltlO a.m. on March 18. 1987. in room 117 
of the U.S. lntemational Trade 
Commi,;s1on Building The deaaline for 
filing prehearing briefs In March 'D. 
1987. PosthellfiDa briefa must be 
111Uhmitted not later than the dose of 
business on April 9. 1987. Confidential 
materia.1 ohould be filed in accordance 
with t"ie procedurea de1cribed below. 

Parties are encoi•rqed to limit their 
llestimony at the bearins to a 
aonconf1dentia'. oummary and analysis 
of material contained in prehearing 
briefs and to information not available 
a1 the time the preheari~ brief was 
l!lid>mitted. Any written materials 
submitted al the hearing must be filed in 
eccorda:ice with the procedures 
described below and any confidmtial 
1111.ileriale must be submitted at least 
three (3) working day1 prior to the 
bearing (see I Z01.6(b)(ZJ of the 
Commission's rules fl9 CFR. Z01.6(b{Z)JI 

Written submissions.-fu mentioned. 
pa:"ties to th:1 investigation may file 
prehearing and postheari~ briefs by the 
dates 1hown above. In addition. any 
penion who baa ent~ an appearance 
m a party to the investigation may 
11Ubmil • written 1tatemenl of 
information pertinent to the subject of 
the investigation on or before April 9. 
t9Si'. A signed original and four1een !HJ 
copies of each aubmiasion must be filed 
with the Secretary to the Comminion in 
accordance with I %01..8 of the 
Commission's rules (19 CFR 2Dl.llJ All 
written submi111ions except for 
confidential business data will be 
U'IU1able for public inspection duri~ 
rerular business houra (8:45 a.m to 515 
p.m ) in the Office of the St-cretary to the 
Cammlsaion. 

Any bu11ine11 information for which 
cocfidentlal treatment 111 desired 1haD 
be uubmitted aeparately. The en\'elope 
and all pages of ouch 11ubmlsalon1 m111t 
be dearly labeled "'Confidential 
Ri.iaff\199• '""'""""" ntiftllllli - f""',.._114~.,l.-..,..,;-1 
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conFidential lrealment must conform 
with the requirements or I 201.e or the 

. Commi.uion'a rules (19 CFR ZOU). 
Autltoritr This investi1ation ia beina 

conducted under the authority or section 
203 of the T,.de Act of 197t. Thts notice 
11 published pursuant 10 I 201.10 or the 
Conuniuion's rules (19 en 201.10). 

Issued· )lnuary Z9. 191:'. 
I) order or the Commi11ion 

IC ...... R ....... 
S.Crrtof)·. 
lf'R Doc.. 17-2162 Filed 2-3-17; 1:45 aml 
...,.... CIDCll ,...... 
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Basin cowitriea. I have determined that 
the·countries, listed belo'*; designat~ ·. 
by the' President' as beneficiii.ries iinder ·• 
the Caribbean Basin Economic Reconry 
Act (19 U.S.C. 2701, el 1eq.) pro\'ide 
appropriate reciprocal competitive 
government procurement opportunities 
for United States jll'Oducts and supplien · 
of such products. I hereby direct that 
products originating in ihose coun!ries 

·shall be treated as eligible products for 
purposes of section 1-101 of Executive 
Order 12260 until September 30. 1985,. 
unless otherwise pr-0\'ided by the U.S. 
T.rade Representative in the Federal 
Register. Such treatment shall not apply, · 
however, to products, originating.in 
those connlries. that are excluded from 
duty free treatmeDl under 19 U.S.C. 
2703(b). 
Clayton Yeutter. 
Uaited StDtes Trade Bepresemalil'fJ. 

Countries Designed as Beneficiaries 
under the Caribbean Basin Ecorn.~ 
RecoveJT Act: Antique and Barbuda, 

- Bahamas, Barbados. Belize, British 
Virgin Islands, Costa Rica, Dominica. 
Dominican Republic. El Salvador, 
Grenada, Guatemala, Haili, Honduras. 
Jamaica, Montserrat, "Jet~landa 
Antilles, Panama. St. Christopher-Nevis. 
Sl Lucia, St. Vincent and thr: 
Grenadines. Trinidad and Tobago. 
[FR Doc. 8&-4247 Filed ~ 8:45 am) 
91WNG CODE 3190-01-11 

Implementation of Modifications In 
Specialty Steel Import Relief 

AGENCY: Office of the United States 
Trade Representative. -

' ACTION: Notice. 

SUMMARY: This notice modifies the 
import relief for specialty steel in order 
to implement agreements with the 
European Communities. Japan and the 
Republic of Korea. 
EFFECTIVE DATE: March l, 1986. 
FOR FURTHER INFORMATION CONTACT: 
Joseph Papovich, Office of the United 
States Trade Representative (202) 395-
4510. 
SUPPLEMENTARY INFORMATION: . 
Presidential Proclamation 5074 of July 
19. 1983, provided for the temporary 
imposition of increased tariffs and 
quantitative restrictions on certain 
stainless and alloy tool steel imported 
into the United States. The U.S. Trade 
Representative was directed by 
Proclamation 5074 to take such actions 
and perform such functions for the 
United States as may be necessary to 
implement the relief. including the 
allocation o{ quota quantities on a 
country-by-country basis: and. pursuant 

to aecti~n 2Q3 of the Trade Act of 1974, . Germany, 'France. Greece.1reland. Italy. 
_ ~o ~egotiate orderly marketing ·" . ·Luxembourg. the·Netherlanda and the 
agreements and modify the import reliet United Kingdom of Great Britain and 
On September 18. 1984. the President · · 'Northern Ireland)". 'These modifications 
established a national policy for the '·.ball be effective n to products of such 
steel industry and directed the U.S. Member State.a of the European 
T111de- Representative to GOOrdinate and" : Communities on or after March l, 1986. 
direct the implementation of that policy. Such products exported to the United 
including the negotiation of new ·' States prior to M8.i'ch t. 1986 shall. on or 
arrangements and.the reaffirmation of 'after March 1.1986, be Pemillted entry 
existing measures limiting steel exports ·. · subject to normal ·Customs proceduret. 
into the United States. Supplemental Such products are subject to.a bilateAl 
authority to enforce the national policy export restraint agreement with the 
for the steel induc:try was pro\ided for European Communities which will be · 
in title VII of the Trade and Tariff Act of implemented on Maleh 1.1988. 
1934 (18 U.S.C. 2253 notej. (2) Items 926.12, 926~13.. 5126.1£. 

.Pursuant to the above authority, the 926.22, and 926.23 are further modified 
U.S. T.rade Representative baa by changing the quota quantities for 
concbded agreements with Australia. · "Other, excludins the F.aropean 
Austria, Brazil. Czechoslavakia. the Communities (Belgium. Denmark. 
European Communities (Belgium. Federal Republic of Germany, France. 
Den.::iarl< Federal Republic of Germany, Greece. Ireland. Italy. Luxembourg. the 
FrancP., Greeae. Ireland. Italy. Netherlands. and the United Kingdom of 
Luxembourg. the Netherlands and the Great Britain and Northern Ireland) to · 
United Kingtlom of Great Britain and the following: 
Nm-them Ireland), German Democratic 
Republic. F.inland, Hungary, Japan. 
Mexico. Poland. Portugal, the Republic 
of Korea, Romania, Sooth Africa. Spain. 
Venezuela. Y ogc.alavia. ln order to 
implement such agreements. and unleaa 
and until further modified by the U.S. 
Trade Representative. the Tariff 
Schedules of the United States rrsusJ is 
modified 88 follows: 

. l. Headnote 10 to subpart A. part 2 of 
the TSUS is modified by adding new 
paragraph (g) at the end thereof. 88 
follows: 

'lg) Products Subject to Certain 
Export Restraint Agreements. 

(i) The duties provided for in items 
926.00 and 926.05 iball not apply to 
products of Australia, Austria, Brazil. 
Czechoslovakia. the European 
Communities (Belgium, Denmark. 
Federal Republic of Germany; France, 
Greece, Ireland. Italy, LuxemboW'8. the 
Netherlands and the United Kingdom of 
Great Britain and Northern Ireland), 
German Democratic Republic. F"mland._ 
Hungary, Japan. Mexico, Poland. 
Portugal the Republic of Korea, · 
Romania, South Africa. Spain. 
Venezuela. Yugoslavia exported to the 
United States on or after March 1, 1986." 

(ii) Items 926.00 and 926.05 are 
. modified by inserting in the 

parenthetical expressions in each item · 
after the opening of parenthesis the 
words "except as provided in headnote · 
10(g) to this subpart, and". 

(iii) Items 926.12, 926.13. 926.17, 926.18. 
926.22. and 926.23 are modified by 
replacing the country allocations for 
"Other" countries with "Other. 
excludins the European Communities 
(Belgium. Denmark. Federal Republic of 

Qilllla ="-"' lllllfl IDnll ..., lllmg _....,.,... 

..... 
.MrlO OcllO .i.ao /lfll.IO 
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'No CIWlg9. 

Dated: February Zl. l9llll. 
Claytoa Yeutter, 
United States Trade Representative. 
[FR Doc. a&.4244 Filed~ 8:45 am) 
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DEPARTMENT OF TRANSPORTATION 

Coast Guard 

lCGD~14] 

-
Lower Mississippi River Waterway 
Safety Advisory Committee; Meeting 

Pursuant to section tO(a) of the 
Federal Advisory Committee Act (Pub. 
Law 92-463: 5 U.S.C. App. I) notice is 
hereby given of a meeting of the Lower 
Mississippi River Waterway Safety 
Advisory Committee. The meeting will 
be held on Tuesday, March 11.1986. in 
the U.S. Coast Guard Vessel Traffic · 
Service, 4400 Dauphine Street, New 
Orleans. LA. The meeting is scheduled 
to begin at 9:30 a.m. and end at 4:00 p.m. 
The agenda for the meeting consists of 
the following items: 

1. Call to Order. · 
2. Minutes of the January 14, 1986 

Meeting. 
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APPENDIX C 

LIST OF WITNESSES APPEARING AT 
THE PUBLIC HEARING 
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TENTATIVE CALENDAR OF PUBLIC HEARiNG 

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

Subject 

Inv. No. 

Date and time 

Stainless Steel and Alloy Tool Steel 

TA-203-16 

April 2, 1987 - 9:30 a.m. 

Sessions were held in the Hearing Room of the United States 
International Trade Conmission, 701 E Street, N.W •• in Washington. 

Congressional appearances: 

Honorable John Heinz, United .States Senator. State of Pennsylvania 

Honorable Joseph M. Gaydos, United States Representative. State . 
of Pennsylvania and Chairman, Congressional Steel Caucus 

Honorable Richard T. Schulze, United States Representative. 
State of Pennsylvania and Vice Chainnan, Congressional Steel Caucus 

Honorable John P. Murtha, United States Representative, State of 
Pennsylvania and Member, Congressional Steel Caucus 

Honorable Ralph S. Regula, United States Representative. State of 
Ohio and Member, Congressional Steel Caucus 

Honorable George C. Wortley, United States Representative. State 
of New York 

Government: 

Federal Trade Coll1l!i.ssi_on, Washington, D.C. 

Benjamin Cohen, Attorney, Bureau of Competition 

Dr. David G. Tarr, Economist, Bureau of Competi.tion 

- more -
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Domestic: 

Col lier, Shannon, Ril 1 & Scott--Counsel 
Washington, D.C. 

on beha 1 f of·. 

The Specialty Steel lndustry of the United States 
and .the.United Steelworkers of America 

Paul R. Roedel, President and Chief Executive 
. Officer, Carpenter. Technology Corporation 

James H. Mintun, Jr., Vice President and General 
Manager, AL Tech Specialty Steel Corporation 

Lynn Williams, President, United Steelworkers · 
of America, AFL-ClO 

Economic Consulting Services, Inc., washington, 
D.C. 

Stanley Nehmer, President 

· ~ruce Malashevich, Vice President 

qark Chandl~r, Vice President 

Clarissa Morgan, Senio_r Economist 

Panelists: (for questions and answers) 

·Robert E. Heaton, President, Washington Steel Corp. 

C.'Phil,ip Weigel, President and Chief Executive 
Officer, ~atrobe·Steel Company 

Wi.lliam J. Pendleton, Director, Corporate Affairs, 
Carpenter Tech_nology Corporation 

Robert Rubins, President, Teledyne Vasco. 

David A. Hartquist) 
Patrick B. Fazzone)--OF COUNSEL 
Laurence J. Lasoff) 

- irore -
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Consumer: 

Cadwalader. Wickersham & Taft--Counsel 
Washington. o.c. 

on behalf of 

The American Wire Producers Association and the 
Stainless Redrawers Committee 

Importers: 

Richard Nash, Jr., a member of the· 
Board of Directors of the Association 

Walter A. Koenig, Sr., Willing B. Wire 
Corporation and Chairman of the Stainless 
Steel Redrawers Conrnittee 

Frederick P. Waite--OF COUNSEL 

Winthrop, Stimson, Putnam & Robers---Counse1 
Washington, D.C. 

on behalf of 

The Swedish Steelproducers' Assor.iation (Jernkontoret) 
Avesta AB, Avesta Uddehoim Sta~nless Bar AB, 
Fagersta Stainless AB, Gunnebo Stainless AB, 
Ka ntha 1 AB of Ha 11 s ta ha111111 r, Sweden and i ts 
subsidiary Kanthal Corporation, Bethel, 
Connecticut. Kloster Speedsteel AB, Ovako 
Steel AB, AB Sandvik Steel and Uddeholm Tooling 
AB, of Hagfors. Sweden, and its subsidiary, 
Uddel holm Corporation. Totowa, New Jersey 

Axel Granered. President, Uddelholm Corporation 

E. Roger Clark, President, Kanthal Corporation 

Louis H. Kurrelmeyer) 
Raymond S. Calamaro ) 
Christopher R. Wal 1 }--OF COUNSEL 
Mark A. Monborne ) 

- more -
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Freeman, Wasserman & Schneider--Counsel 
New York, N.Y. 

on behalf of 

Avesta AB, Avesta Stainless I'nc~·. ,.and Avesta Inc .•. 

Dr. Carl R., Crego, President, Car: R. Crego 
and Asse>ctates, ,.Inc,·· 

Gary 0' Nei 11, ProducJ Manage'r, Av~s~. S~i nl ess Inc. 

Rhode & Qua1ey--Counse1 
Washington, D.~. , 

on behalf ·of 

Jack Gumpert Wassennan) 
P~11~p Yale Simons )--OF COUNSEL 
Patrick C. Reed ) 
~dwi n .c. Bullock ) . · 

Sandvik Stee~, Com1;>1~Y ., 
·- . ~-. ' t. , . ' '. :' "; :. 

Edward J. Mayl'e~"ViCe President 

James Baker, Vice President 

Patrick D. Gi11--0F COUNSEL 

Wil Hde, Farr & Ga1lagher 0 -Counsel 
Wash; ngton, D.C. 

on behalf of 

The Japan Special Steel Exporters' Associati.on 

Noel Henrnend1nger) 
Zygrnunt Jablonski}--OF COUNSEL 

- more -



George V. Egge, P.t.--Counsel 
Washfngton, D.C. 

on behalf of 

a-20. 

Union de Empr2sas Y Entidades Siderurgicas 
(UNESIDl - The Spanish Steel Producers 
Association of Madrid, Spain 

George v. Egge, Jr.~~oF COUNSEL 

Dow, Lohnes & A I bertson-~Counsel 
Washington, D.C~· 

on behalf of 

Slater Steels Corporation, Sorel Forge Division 
and Atlas Specialty Steels 

William sn vennan> •• of: COUNSEL 
~rk Cohen . ) . 
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APPENDIX D 

TARIFF SCHEDULES AND QUOTA LEVELS 
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (~7) 

APPENDIX TO THE TARIFF SCHEDULES 
Part 2. - Temporary Modifications Proclaimed Pursuant to 

T,rade-Agreements Legislation 

Articles 

10. Additional duties and quantitative limitations 
on stainless steel and alloy tool steel.--The provi­
sions of this headnote apply to items 926.00 through 
926.23, inclusive, of this subpart. The duties 
provided for in items 926.00 and 926.05 and the 
quantitative limitations set forth in items 926.10 
through 926.23, inclusive, are in addition to the 
duties provided for the subject articles in schedule 
6, part 2B, or in item 832.00, part 3A, schedule 8, 
where applicable. 

(a) Oefinitions.--Por the purposes of thia 
subpart--

( i) the term "restraint period" refers to a 
J-month period provided for in the Quota Quantity 
colUllU\ for items 926 .10 through 926. 23, incluaive; 

(ii) the terma "razor blade ateel" and 
"chipper knife ateel" are defined aa nrovided in 
headnote• 2Chl(x) and 2(h)(viii), reapectively, 
of part 2B, achedule 6; 

(iii) the term "band s- ateel" refera to alloy 
tool •teel which conta1n1, 1n addition to iron, 
each of the following element• by weight in the 
amounta apecified: 

(A) carbon: not leaa than 0.47 nor 

(B) manganese: 

(C) aulfur: 

(O) phoaphorua: 

(!) ail icon: 

(P) chromium: 

(G) nickel: 

(R) molybdenum: 

(IJ) vanadium: 

more than 0 •. 53 percent; 
not leaa than o.~o nor 
more than 0.90 percent; 
none, or not mare than 
0.015 percent; 
none, or not more than 
0.025 percent; 
not leaa than 0.10 nor 
more than 0.25 percent; 
not leas than 0.90 nor 
more than 1.10 percent; 
not leaa than 0.50 nor 
more than 0.70 percent; 
not leaa than 0.90 nor 
more than 1.10 percent; 
and 
not leas than O.OR per­
cent nor more than 0.15 
percent; 

(iv) the term "cladding grade 434 atainleae 
steel sheet". refers to atainleaa steel aheet, not 
under 0.055 inch and not over 0.065 inch in thick­
ness, not under 25.5 inches and not over 26.25 
inches in width, containing by vei~ht not more 
than 0.12 percent carbon; not leaa than 16 
percent nor more than LR percent chromilllll; and 
not less than 0.75 percent nor more than 1.25 
percent molybdenum; certified by the importer 
of record or the ultimate consignee at the time 
of entry for use in the manufacture of atainleaa 
steel-clad-aluminum automobile trim; 

(v) the term "atainleae steel of the type 
described in headnote LO(aHv)" refers to the atain­
lesa steel grades described in either auboaragraph 
(A) or (B} below which contain, in addition to 
iron, eech of the follovirui elements by weight in 
the amounts apecified: 

(A) carhon: not more than 0.02 
percent; 

silicon: not leaa than 0.2 percent 
nor more than 0.8 per-
cent; 

manganese: not leaa than 0.2 percent 
nor more than I. 0 percent; 

chromium: not leaa than 1'1. 5 percent 
nor more than 20.5 percent; 

Units 
of 

Quantity 1 

Rates of Outy 
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (191rn 

APPENDIX TO THE TARIFF SCHEDULES 
Part 2. - Temporary Modifications Proclaimed Pursuant.to 

Trade-Agreements Legislation 

Ou its .. 
Articles of 

Quantity 1 

nickel: not leea than 17 .. ~ percent 
nor more than 18.5 percent; 

molybdenlllll: not le ea than 6.0 percent 
nor more than 6 .. ~ percent ; · 

nitrogen: not leea than 0. 18 parcent 
nor more than 0.22 percent; 

copper: not le11 than 0.5 percent 
nor more than l. 0 percent ; 

sulfur: not more than o.o3 percent; 
ohoaphoru1: not more· .'ian o.o4 percent; 

or 
(B) carbon: not le11 than 0.115 percent 

nor more than 0.10 percent; 
oil icon: not leoa than 1.4 percent 

nor more than z.n percent; 
manganese: not leae than 0.2 percent 

nor more than 0.8 percent; 
chrCBium: not leu than 20.0 percent 

nor more than 22.0 percent; 
nickel: not leu than 10.0 percent 

nor more than 12.0 percent; 
nitrogen: not leu than 0.14 percent 

nor more than 0,20 percent; 
cerium: not leu than 0.03 percent 

nor raore than o.ri8 percent; 
sulfur: not more than 0.03 percent; 
phoaphorua: not more than 0.04 oercent; 

(vi) the term "flapper valve 1teel" refers to 
1teinleaa 1teel atrip not over 0.05 inch in thick-
naaa, certified by the importer of record or the 
ultimate con1ignee at the time of entry for use in 
the manufacture of 1tainle11 steel flapper valvee 
for coapre1aor1; 

(vii) the term "rotor 1teel for hptereoi1 
motora" refera to tool steel 1trip not over 0.05 
iiiCii""fn thickne1a containing by weight not leas 
than 0.5 percent carbon and not leae than 5.5 per-
cent tungsten, certified by the importer of record 
or the ultimate con1ignee at the time of entry for 
uae in th• manufacture of rotor ringe or cupe for 
hy1tereei• motora; 

(viii) the term "tool eteel of the CI]!• de-
scribed in headnote IO~aHviiil 11 refer• to the 
alloy tool steel grade• described in any one of 
the 1ubparagraph1 (A) through (P) below which 
contain, in addition to iron, each of the follow-
ing elements by weight in the ...,,unte specified: 

(A) carbon: not le11 than 0.85 percent 
nor more than 1.05 percent; 

manl(anese: not le11 than 0.95 percent 
nor more tl\an l. 75 percent; 

eulfur: leas than 0.03 percent; 
phoephorua: leas than 0.03 percent; 
silicon: not le11 than 0.45 percent 

nor more than 0.90 percent; 
chromium: not le11 than 0.90 percent 

nor more than 1.80 percent; 
nickel: leas than 0.35 percent; 
copper: leas than 0.35 percent; 
molyhdenlllll: leas than 0.10 percent; 

(B) carbon: noc leas than 0. 95 percent 
nor more than 1.05 percent; 

manganeae: not lee• than 0.95 percent 
nor more than 1.25 percent; 

sulfur: not more than 0.025 percent; 
phosphorus: not more tl\an 0.025"percent; 
ail icon: not less than ll.45 percent 

nor more than 0.75 percent; 
chromium: not leas than 0.90 percent 

nor roore than 1.20 percent; 
nickel: not more than 0.25 percent; 
copper: noc more than 0.35 percent; 
niolybdenU111: noc more than 0.08 percent; 

i 

Rates of Duty 

.41·. 

' 
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (1987) 

APPENDIX TO THE TARIFF SCHEDULES 
Part 2. - Temporary Moaiflcations Proclaimed Pursuant to 

Trade-Agreements Le.gislation 

Ouita 
Articles of 

Quantity l 

(C) carbon: not leu than 0.115 percent 
nor more than 1.00 percent; 

manganese: not lesa than 1.40 percent 
nor more than l. 70 percent; 

sulfur: not more than 0.025 percent; 
phosphorus: not more than 0.025 percent; 
ail icon: not leH than 0.50 percent 

nor more than 0.80 percent; 
chromilDll: not leoa than 1.40 percent 

nor more than 1.80 percent; 
nickel: not more than 0.25 percent; 
copper: not more than 0,35· percent; 
molybden1D11: not more than 0,08 percent; 

(D) carbon: not leH than 0.95 percent 
nor more than 1.10 percent; 

manganese: not leu than 0.65 percent 
nor more than 0.90 percent; 

aulfur: .".not more than 0,025 percent; 
phoaphorua: not more than 0,025 percent; 
ailicon: not leu than 0.20 percent 

d nor more than 0.35 percent; 
chr ... ilDll: not leu than 1.10 percent 

nor more than 1.50 percent; 
nickel: not more than 0.25 percent; 
copper: not more than 0.35 percent; 
,.,lybden .... : not leH than 0.20 percent 

nor more than 0.30 percent; 
(!) carbon: not leu than 0.95 percent 

nor more than 1.10 percent; 
manganese: not leu than 1.05 percent 

nor more than 1.35 percent; 
aulfur: not more than 0.025 percent; 
phosphorus: not more than 0.025 percent; 
silicon: not leH than 0.20 percent 

nor more than 0.35 percent; 
chromium: not lesa than 1.10 percent 

nor aaore than 1.50 percent; 
nickel: not more than 0.25 percent; 
copper: not more than 0.35 percent; 
mo 1 ybdenum: not leu than 0.45 percent 

nor more than 0.60 percent; 
or 

(F) carbon: not leu than 0.92 percent 
nor more than 1.02 percent; 

1Unganeoe: not ·1eu than 0.25 percent 
nor more than 0.40 percent; 

aulfur: not more than 0.025 percent; 
phoaphorus: not more than 0.025 percent; 
ail icon: not leu than 0,25 percent 

nor·more than 0.40 percent; 
chromium: not leu than 1.115 percent 

nor more than 1.95 percent; 
nickel: not more than 0.25 percent; 
copper: not more than 0.35 percent; 
molybdenum: not leu than 0.18 percent 

nor more then 0.40 percent; 
aluminum: not more than 0.05 percent; 

cert itied by the importer of record or the ultimate 
conaignee at the time of entry for uee in the manu-
facture of ball or roller bearinge. 

(b) Shortfall.~During the laet 30-day period 
of a reatraint period, if the United State• Trade 
Representative (USTR) determines that any quota 
quantity under an item hereof ie unlikely to be ueed 
during that reetraint period, the USTR may, to the 
atent permitted by law, modify the quota quantity for 
that item during the remainder of that reatraint 
period to reallocate the ehortfall or any portion 
thereof to the quota quantity of any other item, euch 
..,dificatione to be effective on the date of their 
publication in the Federal Regieter. 

Rates of Duty 

I 

2 



Stat. 
Item Suf­

fu 

a -25 

TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (19117> 

APPENDIX TO THE TARIFF SCHEDULES 
Part 2. - Temporary Modifications Proclaimed Pursuant to 

Trade-Agreements Legislation 

Articles 

(cl Carryover.--Whenever the Quota quantity 
specified for any of the ~ndividually named countries 
for an item has not been entered during any restraint 
period, entry may be made during the subsequent 
restraint period of an amount up to 20 percent (10 
percent in the case of shortfall• occurring in the 
restraint period April 20 through July 19 of any year) 
of the base limit for the.restraint period in which 
the shortfall occurs, but not tu exceed the difference 
between the Quota quantity specified for such restraint 
period and the amount entered during that period; and 
sw:h amount shall not be counted against the quota 
quantity therefor. 

(d) Y.xceeding restraint levels.--The .restraint 
level for any quota quantity allocated to any of the 
individually named countries may be exceeded by not 
more than !n percent during any re1traint period, 
except that the restraint levels for the period 
April 20 through July 19 for 1984, 1985, or 1986 may 
be exceeded by not more than 3 percent, and shall not· 
be exceeded for that period in 1987. If a Quota 
quantity ia exceeded during a restraint period, a 
downward adjustment of the correaDOndinR quota Quantity 
for the next restraint period in the absolute amount 
the preceding restraint level was exceed.ad shall be 
made. · 

(e) Adjuatmenta.--If any country-by-country 
allocations of quota Quantities are made by the 
USTR, the USTR may make the necessary adjustment• 
to the appropriate quota quantities. 

(f) United States International Trade 
Coaniaaion (USITCl aurveys.--The USITC shall conduct 
,..ndatory surveys with respect to the product• 1ub­
ject to import relief under each item involved aa 
follows: 

(i) guarterly.~surveya by calendar 
quarter to obtain from domestic producers 
monthly data on production, shipments, Price•, 
employment, and man-hours; and to obtain from 
importers data by calendar quarter on pricea, 
orders, and inventories. The initial surveys 
shall cover the fourth quarter of 1982 and the 
first two quarters of 1983; subsequent aurveya 
will cover individual quarters; the last such 
1urvey shall cover the quarter wllich ends not 
leaa than 60 days prior to the termination of 
the import re1traincs. The llSITC shall pub­
lish the results of the initial surveys by 
October 1, 1983 and the result• of later 
surveys within 45 days of the end of the 
surveyed quarter. Such aurveya will he con­
ducted monthly, upon written requeat of the 
llSTR to the USITC, if the USTR determinu that 
monthly reporting i1 necessary. 

(ii) Annually.--Annual surveys to obtain 
from domestic producers data by calendar quarter 
on profita, orders, and inventories, and annual 
data on capital expenditures, capacity, and 
research and development expenditures. The 
initial surveys shall cover the fourth quarter· 
of 1982 and calendar year 1982, aa appropriate, 
and calendar year 1983, and the results shall 
be published by March 31, 1984. The results of 
subsequent surveys shall be publiohed by March 31 
of each year thereafter so long as rhe import 
restraints in this subpart are in eftect. With 
each annual survey, the USITC- shall al•o report 
the production, capacity, and capacity utiliza­
tion, to the extent the information can be 
obtained, for each country which ia a major 
supplier of imports, and any projected changes in 
production, capacity, and capacity utilization for 
those countries. 

Units 
of 
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED 019111;) 

APPF.NOIX TO THF. TARI FF SCHF.OULF.S 

Part 2. - Temporary Modifications Proclaimerl Pursuant to 
Trade-A~reements Legislation 

Units 
Articles of 

Quantity l 

(g) Products Subject to Certain Export 
Restraint Agreement•· 

(l) The dutlea provided for ln itell9 926.00 
and 926.05 shall not apply to products of 
Au•tralia1 Au•trla, Brazil, r.aecho•lovakia, the 
European Communitle• (Belgium, Denraark, Federal 
Republic of Garmany, France, Greece, Ireland, 
Italy, Luxeabourg, the Netherlands and the United 
KingdOll of Great Britain and Northern Ireland), 
German Democratic Repub~ic, Finland, Hungary, 
Japan, Hexico, Polaod, Portugal, the Republic of 
Korea, llomania, South Africa, Spain, Venezuela, 
Yugo•lavia exported to the United States on or 
after Harch l, 1986. 

-

Rates of Duty 
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (1987) 

APPENDIX TO THE TARIFF SCHEDULES 
Part·2. - Temporary Modifications Proclaimed Pursuant to 

Trade-Agreements Legislation 

Articles 

Motorcycles provided for in item 692.52 having engines 
.with total. piston displacement over 700 cubic centi­
meters, imported in excess of the quota quantities 
specified in headnote 9 to this subpart ••••••• •••• •• •• 

Wood shingles and shakes of western red cedar 
provided for in item 200.85: 

If entered during the period from 
June 7, 1986, through December 6, 1988, 
inclusive ••••••••••••• •• •••••••••••••••••••• ••• •• 

If entered during the period from 
December 7, 1988, throush December 6, 1990, 
inclusive •••••••...•••••••.•• •••• •••••••• •••••••. 

If entered during the period from 
December 7, 1990, through June 6, 1991, 
inclusive •••••••••••••••••••••••••••••••••••••••• 

l/ See Appendix statistical h~adnote l. 
iill;!il~~~!i,~lT!~!!~!:,,~~!E!~ 

Note: The shaded area indicates that the effective 
period has expired. 

1983 

The rate The rate The rate The rate 
provided provided provided provided 
for in for in for in for in 
ite11 ita item itBll 
692.52 692.52 692.52 692.52 
+ 4S% + 35Z + 20Z + 15Z 
ad val. ad val. ad val. ad val. 

Quota Quantity 
(in roaa) 

Page 9-21 

9 - 2 - A 
924.20 - 925.11 

1987 

\. 

2 

The rate 
provided 
for in 
item 
692.52, 
but not 

val. lesa 
than the 
rate 
which 
would 
have· 
applied 
had the 
illlported 
article 
been· 
subject 
to the 
appli­
cable 
collllllD 1 
rate of 
duty 
provided 
herein 
for this 
ita 

35Z ad 35Z ad 
val. val. 

20Z ad 20Z ad 
val. val. 

8Z ad 
val. 

8Z ad 
val. 
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (1987> 

Page 9-22 APPENDIX TO THE TARIFF SCHEDULES 

9 - 2 - A 
926.00 - 926.05 

Part 2. - Temporary Modifications Proclaimed Pursuant to 
Trade~Agreements Legislation 

Stat. Units R.atea of Duty 
Item Su!- Articles 

Quaniity l 
fix 

Effective vith reapect to article• 
entered during the period--

July 20, July 20, July 20, July 20, 
1983 1984 1985 1986 

through through through through 
July 19, .July 19, July 19, July 19, 

1984 1985 1986 1987 

926.00 l! Sheet• and strip of stainless steel (except as provided 
in headnote lO(g) to this subpart, an~ except razor 
blade steel, cladding grade 434 stainless ste~l sheet, 
cold-rolled sheets of stainless steel, over 71 inches 
in width, stainless steel of the type described in 
headnote lO(a)(v), and flapper v•lve steel) provided 
for in iteu 607. 76, 607 .90; 608.29, 608.43, and 
608.57, part 28, schedule 6, all tbe foregoing 
tlhetber or not entitled to duty-free treatment under 
it• 832.00, part lA, sched1ile 8 •••••••••••••••••••••••• !/ 10% ad 8% ad 6% ad 4% ad 

val. val. val. val. 
926.05 l! Platea of atainleu steal (except as provided in head- _ 

note lO(g) to this subpart, and except stainless steel 
of the type described in headnote lO(a)(v)) provided 
for in it.,.. 607.76 and 607.90, part 28, schedule 6, 
all th• foregoing whether or not entitled to dutir-free 
treatment under item 832.00, part lA, acbedule 8 •••••••• !/ 8% ad 6% ad 5% ad 4% ad 

val. val. val. val. 

-· 

ll See Appendix statistical headnotes l. 

2 

No 
change 

No 
change 



Stat. 
Item Suf­

fix 

926.U 

926.ll 

926.17 
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (19!H) 

. . 

APPENOIX TO THE TARIFF SCHEOULES Pa11e 9-23 
Part 2. - Temporary Modifications Proclaimed l'Ursuant to 

Trade-t111.reements Legislation 9 - 2 - A 
921i.12 - 921i.17 

Articles 

Whenever the respective aggregate quantity of articles 
the product of a foreign country specified below 
for it ... 926.10 through 926.23, inclusive, has been 
entered in any restraint period (whether, for tariff 
purpo1e1, in schedule 6 or in item 832.00 of schedule 
8), no article in such item the product of such 
COUlltry may be entered during the remainder of such 
reetreint period, except as provided in headnote 10: 

Bara of 1tainle11 steel (except stainless steel 
of the type described in headnote lO(a)(v)), 
provided for in item 606.90, part 28, schedule 6: 

If entered during the period from July 20, 
1985, through July 19, 1986,. inclusive: 

Argentina •••••••••••••••••••••••••••••••• 
Canada •••• ; ••.•••••••••••••••••••••••••••• 
Japan ••••••••••••••••••• ; ••••• ••••••••••• 
Spain •• ' ••••••••••••••••••••••••••••••••• 
Sweden ••••••••••••••••••••••••••••••••• · •• 
Other, excluding the European Com­
munitie1 (Belgiwa, Denmark, Federal 
llapublic of Germany, France, Greece, 
Ireland, Italy, Luzeabourg, the 
Netherland•, and the United ltingdom 
of Great Britain and Northern Ireland)~. 

If entered during the period from July 20, 
1986, through July 19, 1987, inclusive: 

Argentina •••••••••••••••••••••••••••••••• 
Canada ••••••••••••••••••••••••••••••••••• 
Japan.· ••••••••••••••••••••••••••••••••••• 
Spain •••••••••••••••••••••••••••••••••••• 
Sweden ••••••••••••••••••••••••••••••••••• 
Other, excluding the European Com­
,..nitiea (Belgi..a, Denmark, Federal 
llapublic of Germany, Prance, Greece, 
Ireland, Italy, Luxembourg, the 
llatherland1, and the United ltingdom 
of Great Britain and Northern Ireland)~. 

Vire rod of atainle•• steel (except stainless 
1taal of the type deacribed in headnote lO(a)(v)), 
pr.,,,idad for in it ... 607.26 and 607.43, part 28, 
1chadula 6: 

If entered during the period frooa July 20, 
1985, through July 19, 1986, inclusive: 

Japan •••••••••••••••••••••••••••••••••••• 
Spain •••••••••••••••••••••••••••••••••••• 
Sweden ••••••••••••••••••••••••••••••••••• 
Other, excluding the European Com­
munities (Belgiwa, Denmark, Federal 
Republic of Germany, France, Greece, 
Ireland, Italy, Luxembourg, the 
lletherlande, and the United ltingdom 
of Great Britain and Northern Ireland)~. 

JI 119e Appendix 1tathtical headnote L 

Cnits 
of 

Quantity 

. 11 
Tl 
Tl 
Tl 
y 

J! 

11 
T1 
Tl 
Tl y 

J! 

11 
Tl 
y 

J! 

Quota Quantity 
(in short tons) 

Entered during the 
restraint period--

July 20 
through 
October 19 

53 
259 

3,316 
1,030 

319 

2,173 

55 
267 

3,415 
1,061 

328 

1,138 

1,486 
436 
929 

2,224 

October 20 January 20 April 20 
through through through 
January 19 April 19 July 19 

53 
259 

3,315 
1,030 

318 

2,175 

5~ 
266 

3,415 
1,061 

328 

1,138 

1,485 
436 
928 

2,226 

. 
53 

258 
3,315 
1,029 

318 

2,177 

54 
266 

3,415 
1,060 

328 

1, 138 

1,485 
435 
928 

2,227 

.. 

52 
258 

3,315 
1,\)29 

318 

1,105 

54 
266 

3,414 
1,060 

327 

1,139 

1,485 
435 
928 

657 



Page 9-24 

9 - 2 - A 
926.18 - 926.23 

Item 
Stat. 
Su f­
fix 
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED h9o7) 

APPENDIX rn THF. TARIF'F SCHEDlll.F.S 
Part 2. - Temporary Modifications Proclaimed Pursuant to 

Trade-Agreements 1.egislation 

Articles 
Units 

of 
Quantity 

Quota Quantity 
(in short tons) 

Entered during the 
restraint period--

July 20 
through 
October 19 

October 20 January 20 

926 .18 

926.22 

926.23 

Whenever the respective aggregate quantity, etc. (con.): 
Wire rod of stainless steel, etc. (con.): 

If entered during the period from July 20, 
1986, through July 19, 1987, inclusive: 

Japan ••••••..••••• ; ••.•••.••.•••.•••••••. 
Spain ••••••.•.••..••••.••...••.•.•••••••• 
Sweden ................................. .. 
Other, excluding the European Com­
munities (Belgium, Oenmark, Federal 
Republic of Germany, France, Greece, 
Ireland, Italy, Luxembourg, the 
Netherlands, and the United Kingdom 
of Great Britain and Northern Ireland)-. 

bars, wire rods, plates, sheets, and strip, all 
the foregoing of alloy tool steel (except 
chipper knife steel, band saw steel, rotor 
steel for hysteresis motors, and tool steel 
of the type described in headnote lO(a) 
(viii)), provided for in items 606.95, 607.28, 
607.34, 607.46, 607.54, 607.72, 607.88, 608.34, 
608.49, and 608.64, and round wire of high 
speed tool steel, provided for in item 609.45, 
part 2B, schedule 6: 

If entered during the period from July 20, 
1985, through July 19, 1986, inclusive: 

Argentina .............................. .. 
Austria ................................ .. 
Canada .................................. . 
Japan •••••.••.•.•••.••••.•.••••••.••••••. 
Poland .................................. .. 
Spain ................................... . 
Sweden ••••.•••.•••••••.•••••••••••••.•••• 
Other, excluding the European Com­
munities (Belgium, Oenmark, Federal 
Republic of Germany, France, Greece, 
Ireland, Italy, Luxembourg, the 
Netherlands, and the United Kingdom 
of Great Britain and Northern Ireland)_. 

If entered during the period from July 20, 
1986, through July 19, 1987, inclusive: 

Argentina ............................... . 
Austria ................................. . 
Canada ••••••..••••.••••.•••..•••••••••••• 
Japan ...••.•.••..••••..•..•.•••••••••.•.• 
Poland .................................. . 
Spain .................................. .. 
Sweden •.••••.•.•.••••.•.•.•.••.•.•••.•.•• 
Other, excluding the European Com­
munities (Belgium, Oenmark, Federal 
Republic of Germ.any, France, Greece, 
Ireland, Italy, Luxembourg, the 
Netherlands, and the United Kingdom 
of Great Britain and Northern Ireland)-. 

y See Appendix statistical headnote !. 

l/ 
Tl 
It 

I/ 
Tt 
Tt 
Tt 
Tl 
Tl 
It 

1/ 
Tt 
l/ 
Tl 
Tl 
Tt 
It 

1,530 
449 
9S7 

676 

54 
636 
)72 

1,082 
66 
43 

2,043 

1,934 

56 
655 
383 

l, 11 s 
69 
4S 

2,104 

.. 736 

through through 
January 19 April 19 

l,S30 
449 
9S6 

678 

S4 
636 
~71 

1,082 
66 
43 

2,042 

1,936 

SS 
656 
383 

l, l lS 
68 
44 

2,104 

736 

l ,S30 
448 
9S6 

676 

SJ 
6J7 
)71 

1,082 
~6 

43 
2,042 

1,936 

5S 
656 
3R2 

1,114 
68 
44 

2,lOJ 

737 

: 

April 20 
through 
July 19 

1, S1~ 
44S 
9S6 

677 

S3 
637 
371 

1,082 
67 
43 

2,042 

71 s 

SS 
6S6 
.J82 

l ,l 14 
68 
44 

2,lOJ 

737 
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-U.S kATES OF DUTY, BY TSUSA ITE~S, FOR STAINLESS 
AND ALLOY TOOL STEEL PRODUCT 



TSUSA . 
item No.: 

607.76C3 

~07.i606 

~07 ?510 

607.900~ 

§07.9010 

~07.9020 

606.2900 

608.4300 

608.5700 
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Table !.~Stainless steel plate, and sheet and strip: U.S. rates 
of duty, by TSUSA items, as of Jan. 1, 1987 

Article 

Stainless steel plates, not pickled and 
not cold-rolled, not coated or plated 
with metal, not clad, over 6 inched 
in thicknes's. 

Stainless steel plates, not pickled and 
not cold-rolled, not coated or plated 
with metal, not clad, other.. 

Stainless steel sheets, not pickled and not: 
not cold-rolled, not coated or plated with: 
metal, not clad. 

Stainless steel plates, pickled or cold­
rolled, not coated,or plated with metal, 
not clad. 

Stainiess steel sheets, pickled but not 
cold-rolled, riot coated or plated with 
metc:.L not clad. 

Stainless steel sheets, cold~rolled, not 
coated or plated with metal, not clad. 

Stainless steel strip, other than razor 
steel, ~ot over 0.01 inch in thickness. 

Stainless steel strip, over 0.01 but not 
over 0.05 inch in thichness .. 

Stainless steel strip, over 0.05 inch in 
thickness. 

Rate of duty !/ 

Col. 1 

9. 5'1 adval. + 
additional 
duties. 

9.5'1 adval. + 
additional 
~1,1ties. 

Col. 2 

28t. adv al. + 
additional 
duties. 

28t. adval. + 
additio~l 

duties. 

9.5~ adval. +: 28'1. adval + 
additional additional 

duties. duties. 

9. 5'J. adval. 
additional 
duties. 

10'1 adval. 
additional 
duties. 

10'1. adval. 
additional 
duties. 

8'J. adval. 
additional 
duties. 

10.5'J. adval. 
+ additional: 
duties. 

11. 5'1. adval. 
+_additional: 
duties. 

0.2t per lb. 
28'1. adval. + 
additional 
duties. 

O. 2'1 adv al. 
additional 
duties. 

0.2'1. adval. 
additional 
duties. 

33'1. adval. + 
+additional 
duties. 

33'1. adval. + 
additional 
duties. 

33'J. adval. 
additional 
duties. 

11 Stainless steel plate, sheet ant strip are also subject to additional cumulative 
duties on alloy content, as shown in table 4. 



TSUSA 
item No.: 

606.9005 

60~.9015 

606.9020 

607.2600 

607.4300 
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Table 2.~Stainless steel bar and ~ire rod: U.S. rates 
of duty, by TSUSA·items, as o& Jan. 1, 1987 

Rate of duty 11 
Article 

Stainless steel bar, not cold formed ....... : 

Stainless steel bar, cold formed, having a 
maltimum cross-sect-ional dimension of 
0. _703 inch or more. 

Stainless steel bar, cold formed, having a 
maximum ·cross-sectional dimension of 
0. 703 inch or more. 

Stainless steel wire rod; not tempered, 
not treated, and not partly manufactured. 

Stainless steel wire rod tempered, treated,: 
or partly manufactured. 

Col. 1 

10. 51. ad val. 
+additional: 
duties. 

10.5t. adval. 
+ additional: 
duties. 

10. 5t. ad val. 
+ additional: 
duties. · · 

4. 3t. adval. 
+ addi.tional: 
duties. 

4.~t. adval. 
+ additional: 
duties. 

Col. 2 

28t. adval. 
+ additional 
duties. 

281. adval. 
+ addi tion11.l 
·duties. 

28t. advilL 
+ additional 
duties .. 

llt. adval. + 
+ additioanl 
duties. 

lat.. adval. 
+ add; ti ona 1 

· duties . 

.!/ Stainless steel bar and wire rod are subject to additional cumulative duti~s. on al lo: 
conten as shown in table 4; 



TS USA 
i tern No.: 

606.9505 

606~9512 

606.9514 

606:9535 

606.9542 

606.9544 

606.9546 
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Table· 3 .. -Alloy tool steel, all forms: 
of duty,· by TSUSA items, as o& Jan. 

U.S. rates 
l, 1987 

Article 

Tool steel .bar: 
High-speed tool steel: 

Not' co'id formed-·--

Cold formed, having a maximum 
cross-sectional dimension of 0.703 
inch or more. 

Cold formed, having a maximum 
cross-sectional dimension of 0.703 
inch or more. 

Tool steel other than high speed or band 
sa1o1 steel: 
Not cold formed------------------~ 

Cold' formed, having a maximum 
cross-sectional dimension of less than 
0.703 inch, or round or rectangular cross: 
section 1o1ith surfaces ground, milled, 
or polished. 

Cold formed having a maximum cross­
sectional dimesion of less than 0.703 
inch, of other than round.or rectangular 
cross section 1o1ith surfaces ground, 
milled, or polished. 

Cold formed, having a maximum cross­
sectional dimension of 0.703 inch or more,: 
of round or rectangular cross section with: 
surfaces ground, milled, or polished. 

Rate of duty .!/ 

Col. 1 

10.5t adval +: 
additional 
duties. 

10.5 adval + 
additional 
duties. 

10.5t adval.+: 
additionRl 
duties .. 

10. 5t adv al . +: 
addi tiono.l 

· duties. 

Col. 2 

28t adval. + 
additional 
duties. 

2Bt advsl . "+ 
additional 
duties. 

28-X. adval. + 
&dditional 
duties. 

~84' adval. + 
additior.al 
duties. 

10.54' adval. +: 28\ adval. + 
additional additional 
duties. duties. 

10. 5'J. ad val.· +: 
additional 
duties: 

10.54'adval. +: 
additional 
duties. 

284' adval. + 
additional 
duties. 

28t adval. + 
additional 
duties. 
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Table 3.-Alloy tool steel, all forms: U.S. rates 
of duty, by TSUSA items, as of Jar, l, 1987 -continued 

TSUSA 
item No.: 

606.9548 

Article 

. Cold formed. having a maximum cross­
sectional dimension of 0.703 incn or mo~e.: 
other than of round or rectanguiar· cros~ 
section ~ith surfaces ground~ milled, or 
polished. 

Tool steel wire rod, not tempered, not 
Treated, and not partly manufactur·ed: 

607_.~800 .. High speed-.-.--------------

· 607. 3420 ·: Tool steel, other than· chi'pperkni fe st£'el, 
band saw steel, and bearing steal. 

607.4600 

·Tool steel wire rod, temoered, trl::a_ted, or 
partly inanufactured: 
High speed-----------------------------

Rate of duty ]./ 

Col. 1 Col. 2 

10.S'J. adval. +: 287. adval. + 
additionr>l additional 
duties. d~ties. 

4. 97. adval. + 
add.i tional 
duties. 

117. adva!. + 
additional 
duties. 

4 .'9'2'. aclval. + -: 11~ ad·val: 
addi.tiorial additional 
duties. duties. 

4. 3': ad val. + 
additional 
duties. 

lO'J. adval. 
additional· 
duties. 

607.5420 Tool steel, other than chipper knife steel,: 5.9'J. adval. + 10'.t adval. + 
additional 
duties. 

608.4920 

band saw steel, and bear~ng steel. · additional 

Tool steel stripm over 0.01 but not over 
O.OS inch in thickness: 

Of tool steel other than chipperknife 
steel and.band saw steel. 

Tool steel strip~ over 0.05 inch in 
thickness: 

duties. 

10. S'J. a::lval. 
+ additional 
duties. · 

337. adval. 
+ additional 
duties. 



TSU SA 
i tern No.: 

607.7210 

607.7220 

607.7225 

607.8820 

608.3420 
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Table 3.-Alloy to'll steel, all forms: U.S. rates 
of duty. by TSUSA ·items, as of Jar;. 1. 1987 -continued 

Rate of duty .!/ 
ArtiCle 

lobl steel plates and shrrts, not coate~ or: 
plated with metal and not clad"' not 
pickled and not cold rolled: 

Of tool steel othEr than chipp~rknife 
steel, band saw steel, und bP.aring steel. 
over 6 inches in thickness. 

Plates of tool ste~l other than 
chipperknife steel, bano saw steel, and 
bearing ste~l unde~ 6 inches in thick~ess.: 

Sheets of tool stee~ other than chipper 
knife stP.el, band saw s~eel, and bearing 
steel. under 6 inches ln tl1ickr.ess. 

Tool steel plates and sheets. not coated or: 
plated with Pletal and not clad, pick lee .. 
or cold rolled: 

Of tool steel other than chipperknife 
steel and band saw steel. 

Tool steel stri~. not over 0.01 inch in 
thickness: 

Of toll steol other than chipperknife 
steel and band saw steel. 

Col. 1 

9.5t. adval. + 
additional 
duties. 

9. St. ad val . + 
additional 
duties. 

9.St.adval. + 
·additional 
duties. 

lOt. adval. + 
additional 
duties. 

5.lt.adval. + 
addition~l 

duti.es. 

Coi. 2 

2Bt. adval. + 
additional 
duties. 

28'l .adval. + 
additional 
duties. 

l lt. adval. 
additional 
duties. 

0.2t. per lb. + 
28t. adval. 
+ additional 
duties 

33t. ad.val. + 
additional 
duties. 



TSU SA 
item No.: 

608.4920 

608.6420 

609.4520 

6C9. 45~0 
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Table 3.-Alloy tool steel, all forms: U.S. rates 
of duty, by TSUS.~ items, as of J~r. 1, 1987 -continued 

Article 

Tool st~el strip, over 0.01 but not over 
0.05 inch thickness:· 

Rate of duty 1/ 

Col. 1 Col. 2 

Of tool steel othe~ than chipperknife steel: 10.~t. adval. 33t. adval. 
a~d band sa~ steel. 

Of tool steel other.~han chipperknife 
steel and band saw sieel. 

Tool steel round wire: 

High spet!d tool steel, under 0.06 inch in 
in diameter. 

High speed tool steel. 0.060 inch or more· 
. in diameter. 

+ additional 
duties. · 

+ additional 
duties. 

ll.5t. adval. +: 33t. adval~ + 
additional additional 

.duties. duties .. , 

97. adval. + 
additional 
duties. 

9t. adval. + 
additional 
duties. 

33t. adval. + 
additional 
duties. 

33" adval. + 
additional 
duties . 

.V Alloy too! steel products a;·e also subject to addaional cumulative duties on alloy 
con.tent, as shC\wn in table 4. 



TS USA 
item No.: 

606.00 

606.0i 

606.04 

606 .'06 

a-38 

Table 4.~Stainless steel plate, sheet strip, bar, 
wire·rod and alloy tool steel: additional cumulative 

duties on alloy content 

Rate of duty 
Article 

Col. 1 

Chromium content ove~ 0.2 percent by weight: o.n. adval. l'l 

Molybdenum content over 0.1 percent by o.n. adval. l'l 
weight. 

: 
lungs ten conten ove,.. 0.3 percent by weight.: 0. 49'1. adval. l 'l 

Vanadium content over- 0. l percent by O.Z'l adval. l'l 
weight. 

!/ 

Col. 2 

adval. 

adval. 

adval. 

adval. 
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APPENDIX E 

ADDITIONAL TABLES ON THE CONDITION OF 
THE U.S. INDUSTRY 
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Table E-1 
Stainless steel and alloy tool steel: Income-and-loss data of 19 U.S. producers on their 
all stainless steel and alloy tool steel operations, 11 by quarters, 1986 

Item 

Net sales: 
Trade ................. 1,000 dollars .. 
Intra-Intercompany 

transfers .................... do ... . 
Total net sales ............. do ... . 

Cost of goods sold ............... do .. .. 
Gross profit or (loss) ...... : .... do ... . 
General, selling, and 

administrative expe~ses ........ do ... . 
Operating income or (loss) ... :: ... do ... ~ 
Interest expense .............. · ... do ... . 
Other income or (expense), net .... do ... . 
Net income or (loss) before 

income taxes .............. · ..... do .. · .. . 
Depreciation and amortization 

expense included above ......... do ... . 
Cash flow or (deficit) from 

operations !/ .................. do ... . 
As a share of net sales: 

Gross profit or (loss) .... : .percent .. 
Operating income or (loss) ..... do .... 
Net income or (loss) 

before income taxes~ ..•...... do.; .. 
Cost of goods sold ............. do ... . 
General, selling, and 

administrative expenses ..... ;do .... 
Number of firms reporting: 

Operating losses .................... . 
Net losses .......................... . 

Jan.­
Mar. 

638,895 

Apr.­
June 

648,661. 

July­
Sept. 

577,264 

Oct.­
Dec. 

592,343 

Total 

2,457,163 

_1_4~,_4 ...... 56 ______ 1_3~,_13~0-~·-9._._,8~6~9 __ ~14~·~3~1 ...... 6 ___ ~5~1~·--7...;...7..-......l 
653,351 661,791 587,133 606,659 2,.508,934 
557,730 567,730 498,071 503,558 2,127,089 

95,621 94,061. 89,062 103, 101 381,,~45 

_4...;...8._. ...... 2 ...... 3 ..... 1 __ 4 ...... 9..._, 5 ...... 1 ...... 1_. __ 4 ...... 4.....,,;,,;;;;2 ...... 5 ..... 8 _ __.4 ...... 7 ........... 9 3~1 .... _ .. _J 89 , 931 
47,390. 44,544 44~.804 55,170. 191,908 
10,229 12,480 12,136 ll,9la :46,763·, 
(5, 125) (998) (2,447) '·c2,54n_. (11, 1!.?l 

32,036 .. 

16,105 

48,141 

14.6 
7.3 

4.9-
85.4 

7.4 

7 
9 

31,066 

17,254 

48,320 

14.2 
6.7 

4.7 
85.8 

7.5 

7 
10 

30, 22'1 . 

17,210 

47,431 

15.2 
7.6 

5.1 
84.8 

7.5 

8 
10 

40, 705. 

16,229. 

56,934 

17.0 
9.1 

6.7 
83.0 

7.9 

7 
10 

134,028 

66,798 

200,826 

15.2 
7.6'. 

5.3 
84.8 

7.6 

7 
9 

11 Reporting 19 firms accounted for 100 percent of U.S. shipments in 1986. 
~I Data do not equal those presented in table 13 because data in table 13 are reported on 
fiscal year of firms. 
!/ Defined as pretax net income or loss plus depreciation and amortization expense. 

Source: Compiled· from data submitted in response to questionnaires of the U.S. 
International Trade Commission. 
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Table E-2 
Stainless steel sheets and strips: Income-and-loss data of 10 U.S. producers on their 
operations, 11 by quarters~ 1986 

·----···----
Item 

Net sales: 
Trade ................. 1,000 dollars .. 

. . , Intra-·Intercompany 
transfers ......... · ........... do. : .. 

Total net sales .. , ....... ; .do ... . 
Cost of goods sold .............. ; do ... . 
Gross profit or (loss) ........... do ... . 
General, .selling, and 

administrative expenses ........ do ... . 
, Operating income or (loss) ........ do ... . 
Interest expense ................. do ... . 
Other income or (expense)', net ... do ... . 
Net income or (loss) before 

income taxes. : ......... .' ........ do .. · .. 
·Depreciation and amortization 

expense included above .. : ...... do ... . 
Cash flow or (d~ficit) from 

operations !/ .................. do ... . 
As a share of net sales: 

Gross profit or (loss) ...... percent .. 
Operating income or (loss)., ... do .... 
Net income or (loss) 

before income taxes .......... do ... . 
Cost of goods sold ............. do ... . 
General, .selling,, and 

administrative expenses ...... do .... . 
Number of firms reporting: 

Operating losses .................... . 
Net losses .......................... . 

Jan.­
Mar. 

299,008 

3,691 
302,699 
258,146 

44,553• 

Apr.­
June 

311,061 

3,991 
315,052 
268,287 

46,765 

July- Oct.-
Sept. Dec. 

287,150 

3,738 
290,888 
239,378 

51,510 

306,659 

1,547 
308,206 
251,284 

56,922 

_:;..1 o.;;...&.;I 2:;.;7....;0;..._.._.~ .. .::;.l .._, 6.;;...4..;..,;0;;...__...;:;;1..;;.0..._·, -"-50~1 __ 12 I 43 5 
34,283 35,125 41,009 44,487 
2,772 4,026 4,448 4,383 
(373) (2,456) (3,219) (1,583) 

31,138 

5,282 

36,420 

14.7 
11.3 

10. 3. 
85.3 

3.4 

1 
0 

28,643 

5,625 

34,268, 

14.8 
11.1 

9.1 
85.2 

3.7 

2 
1 

·33,342 

5,764 

39,106 

17.7 
14.1 

11.5 
82.3 

3.6 

2 
1 

38,521 

5,680 

44,201 

18.5 
14.4 

12.5 
81. 5 

4.0 

0 
0 

Total 

1,203,878 

12,967 
1,216,845 
1,017,095 

199,750 

. .... ~4' 846 
. 154,904 
·15,629 
• (7 I 63..!J. 

131, 644 

22,351 

153,995 

16.4 
12.7 

.10.8 
83.6 

3.7 

1 
0 

-------------------------- ----------~ !/ Reporting 10 firms accounted for 100 percent of U.S. shipments in 1986. 
~/ Defined as pretax net income or loss plus depreciation and amortization expense. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trad~ Commission. 
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Table E-3 
Stainless steel piate: Income-and-loss data of 6 U.S. producers on their operations, !/ 
by quarters, 1986 

Item 

Net sales: 
Trade ................. 1, 000 dollars .. 
.Intra-Intercompany 

transfers .................... do ... . 
Total net sales ............ do ... . 

Cost of goods sold ....•.......... do ... . 
Gross profit or (loss) ... ~ ...... ~do ... . 
General, selling,· and 

administrative expenses ........ do ... . 
Operating income or (loss) .. ,, ... do ... . 
Interest expense ................. do, .. . 
Other income or (expense), net ... do ... . 
Net income or (loss) before 

inc.ome taxes ..................... do ... . 
Depreciation and amortization 

expense included above ......... do ... . 
Cash flow or (deficit) from 

operations !/ ............ , ..... do ... . 
As a share of n~t sales: 

Gross profit or (loss) ...... percent .. 
Operating income or (loss) ..... do .... 
Net income or (loss) 

before income taxes .......... do ... . 
Cost of goods sold ............. do ... . 
General, selling, and 

administrative expenses ...... do .... 
Number of firms reporting: 

Operating losses .................... . 
Net losses .......................... . 

Jan.­
Mar. 

58 ,271 

7,364 
65,635 
57,985 

7,650 

3,465 
4,185 
1,203 

(522) 

2,460 

1,331 

3,791 

11. 7 
6.4 

3.7 
88.3 

5.3 

1 
1 

Apr.­
June 

59,486 

6,811 
66,297 
57,099 
- 9, 198 

3,649 
5,549 

947 
(676) 

3,926 

1,357 

5,283 

13.9 
8.4 

5.9 
86.1 

5.5 

0 
1 

July­
Sept. 

49_, 875 

3,523 
53,348 
47,413 

5,935. 

3,490 
-2,445 

886 
(908) 

651 

1,378 

2,029 

. 11.1 
4.6 

1.2 
88·. 9 

6.5 

1 
1 

Oct.­
Dec. 

55,538 

3,793 
59;331 
51,181 

8,150 

3,594 
4,556 

863 
(480) 

3,213 

1,242 

4,455 

"13.7 
7.7 

5.4 
86.3 

6 .1 . 

1 
1 

Total 

223,120 

21,491 
21\4,611 
213,678 

30,933 

14,198 
16,735 
3,899 

(2 I 58~_)-

10,250 

. 5,308 

15,558 

12.6 
6.8 

4.2 
87.4 

5.8 

1 
1 

1/ Reporting 6 firms accounted for 100 percent of U.S. shipments in 1986 .. * * * 
~/ Defined as pretax net income or loss plus depreciation and amortization expense. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Commission. 
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Table E-4 
Stainless steel bar: Income-and-loss data of 8 U.S. producers on their operations, !/ by 
quarters, 1986 

Item 

Net sales: 
Trade ........ : ........ l,OOO_dollars .. 
Intra-Inter6ompany · '· · 

transfers .................... do ... . 
Total net sales .... · ........ do ... . 

Cost of goods sold ............... do ... . 
Gross profit or (loss) .. : ....... :do ... . 
General, selling, and 

administrative expenses ........ do ... . 
Operating income or (loss) ..... ; .do ... . 
Inter~st expense .. ;,.;, ....... ~ .. do ... . 
Other income or {expense), net.~ .do ... . 
Net income or (loss) before 

income taxes ... : ................ do .. ~ . 
Deprecia.tion and amortization 

ex~ense included abov• ......... do ... . 
Cash flow or (deficit) from 

operations 1/ ..... ·". ............ do ... . 
As a share of net ~ales: 

Gross profit or (loss) ...... percent .. 
Operating income·or (loss) ..... do .... 
Net income or (loss) 

before income taxes .......... do ... . 
Cost of goods sold ....... ; ..... do .. · .. 
General,· selling, and · . 

administrative expenses ...... do ... . 
Number of firms reporting: 

Operating losses .................... . 
Net losses· .......................... . 

Jan.­
Mar. 

p9,514 

1 
119,515 
105,541 

13,974 

12,230 
l,744 
2,982 

(1, 382) 

. (2,620) 

3,691 

l ,07.1 

11. 7 
1.-5. 

(2.2) 
88.3 

10.2 

4 
5 

Apr.­
June 

112,381 

112, 381 
. 99,503 

12,878 

11, 618 
1,260 
3,153 

120 

(1, 773) 

3,896 

2,123 

11.5 
; 1.1 

(1. 6) 
88.5 

10.3 

6 
7 

July­
Sept. 

2 
99,231 
89,314· 

9,917 

10,282 
(365) 

2,898 
(307) 

(3,570) 

3,918 

348 

10.0 
(0.4) 

(3.6) 
90.0 

10.4 

6 
7 

Oct.­
Dec. 

92,631 

1 
92,632 
80,575 
12,057 

10,242 
1,815 
2,715 

(199) 

(1,099) 

3,552 

2,453 

13.0 
2.0 

(1. 9) 
87.0 

11.1 

3 
5 

Total 

423,755 

4 
423,759 
374,933 

48,826 

44 I 372 
4, 454 

11, 748 
(1, 768) 

(9,062) 

15,057 

5,995 

11.5 
1.1 

10.5 

5 
6 

.!/ RQporting 8 firms accounted for 100 p~rcent of U.S. shipm!::!nts in 1986. 
~/ Defined as pretax net income or loss plus depreciation and amortization expense~ 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Commission. 
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Table E-5 
Stainless steel wire rod: Income-and-loss data of 5 U.S. producers on their operations, 
11 by quarters, 1986 

Jan.- Apr.- July- Oct.-
::.I.=.t.:::.em~-------------------'M""'a""r-'.'-----=-J-=u""'n.:::.e ___ . __ Sept. _,_ .... Dec. Total 

Net sales: 
Trade ................. 1 ;ooo dollars.. 19, 813 20,763 18,950 19,128 78,654 
Intra-Intercompany 

transfers .................... do ... . 
Total net sales .. ~ ......... do ... . 

Cost of goods sold ............... do ... . 
Gross profit or (loss).~ ...... , .. do ... ~ 
General, selling, and 

administrative expenses ..... , .. do ... . 
Operating income or (loss) ....... ;do ... . 
Interest expense ............. ,:. ;do ... . 
Other income or (expense), net ... do ... . 
Net income or (loss) before 

19,813 
18,964 

849 

1,797 
(948) 
455 

(234) 

20,'763 
19,985 

7'78 

1,980 
{l,202) 

508 
60 

18,950 
18,101 

849 

l, 833 
{984) 
448 

13 

19,128 
17,104 

2,024 

2,025 
(1) 

454 
15 

78,654 
74 I 154 

4,500 

7,635 
(3,135) 
l,865 

{146) 

income· t·axes ................... do ... ~ (1, 637) _(l,650) :Cl' 419) (440) .. (5,146) 
Depreciation and amortization 

expense included above ...... ~ .. do ... . 
Gash flow or (deficit) from 

operations '?,./ ............... : .. do ... . 
As a share of net sales: 

Gross profit or (loss) ...... percent .. 
Operating income or (loss) .. , .. do .... 
Net income or (loss) 

before income taxes ...... ". ... do ... . 
Cost of goods sold: ......... : .. do ... . 
General, selling, and 

administrative expenses ...... do .... 
Number of firms reporting: 

Operating losses: ................... . 
Net losses ................... , ...... . 

795 

(842) 

4.3 
(4.8) 

(8.3) 
95.7 

9.1 

5 
5 

901 

(749) 

3. 7 . 
(5.8) 

(7.9) 
96.3 

9.5 

5 
5 

946 

(473) 

4.5 
( 5. 2.) 

(7.5) 
95.5 

9.7 

3 
4 

11 Reporting 5 firms· accounted for 100 percent of U.S. shipments in 1986. 

904 

464 

10.6 
0.0 

(2.3) 
89.4 

10.6 

2 
3 

~/ Defined as pretax net income or loss plus depreciation and amortization expense. 

Source: Compiled from data 'subm.i tted in response to questionnaires of the U.S. 
International Trade Commission. 

3,546 

(1,600) 

5.7 
(4.0) 

(6.5). 
94.3 

9.7 

3 
4 
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Table E-6 
Alloy tool steel ·productS: 
tions, !/ by quarters, 1986 

Income-and-loss data of 12 U.S.· producers on their:.,9pera.:..: 

Item 

Net sales: 
Trade ... .' ............. 1 • 000 dollars .. 
Intra-Intercompany 

transfers .................... do ... . 
Total net sales .. , ......... do ... . 

Cost of goods sold ............... do ... . 
Gross profit or (loss) ........... do ... . 
General, selling, and 

administrative expenses ........ do ... . 
Operating 'income or (loss) ...... . do ... : 
Interest expense ............... .. do: .. . 
Other income or (expense), .net ... do ... . 
Net income or (loss) before 

income taxes ............ :; ..... do .... . 
Depreciation and amortization 

expense included above ......... do ... . 
cash flow or (deficit) from 

operations !/ .................. do .... · 
As a shafe of net;sales: 

Gross profit or (loss) ...... percent .. 
Operating income or. (loss) ..... do .... 
Net income or (loss) 

before income. taxes .......... do ... . 
Cost of goods sold ............. do.~ .. 
General. selling, and 

administrative expenses ... · ... do .... 
Number of firms reporting: 

Operating losses .................... . 
Net· losses ..... · ................ ; .... . 

Jan.­
Mar. 

78,509 

867 
79,376 
63,389 
15,987 

10,697 
5,290 
l".019 

(1, 169) 

3, 102 

2,309 

5,411 

20.1 
6.7 

3 .. 9 
79.9 

13 .5 

5 
5 

Apr.­
June 

74,650 

1,065 
75,715 
60,789 
14.926 

9,943 
4,983 

990 
(377) 

3,616 

2,259 

5,875 

19.7 
6.6 

4.8 
80.3 

13.1 

6 
6 

July­
Sept. 

65, 372 

1,081 
66,453 
53,623 
12,830 

9,589 
3 I 241. 

963 
(473) 

1,805 

2,269 

4,074 

19.3 
4.9 

2.7 
80.7 

14.4 

6 
6 

Oct.­
Dec. 

63,998 

690 
64,688 
53,161 
11, 527 

9,591 

" 

1,936 
1,049 

(2,166) 

(1.279) 

-2,120 

841 

17.8 
3 .o 

(2.0) 
82.2 

14.8 

6 
8 

!/ Reporting 12 firms accounted for 96 percent of U.S. shipments in 1986. 

Total 2/ 

282,529 

3 ! 703 
286,232 
230,962 

55,270 

39,820 
15. 450 
4,021 

(4,185) 

7,244 

8,957 

16,201 

19.3 
5.4 

2.5 
80.7 

13.9 

5 
5 

~I Data· do not equal those presented in table 18 because data in table 18 are r,eported on 
fiscal year of firms. 
!/ Defined as pretax net income or lass plus depreciation and amortization expense. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Commission. 
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Table E-7 
Capital expenditures as a share of cash flow, and research and development 
expenditures as a ~harw of total het sales, by product, 1979-06 

Item/year 

capital expenditures as 
a share of cash 
flow: );./ 

1979 ................. . 
1980 ................. . 
1981 ................. . 
1982 ................. . 
1983 ................. . 
1984 ............ ' ...... . 
1985 ................. . 
1986 ................. . 

Research and development 
expendi tun~s as a· 
share of total net 
net sales: 

1979 ................. . 
1980 ................. . 
1981 ....... '. ......... . 
1982 .................. . 
1983 ................. . 
1984 ................. . 
1985 ................. . 
1986 ................. . 

(In percent) 
Stainless steel 

Sheets 
and 

Plate strip 

12,6 9.3 
20.4 36.4 
47.8 180. 3 

'J:./ (24. 7) 108.2 
'fl (47.1) 60.5 

58.0 23.2 
39.5 34.6 
22.6 23.2 

0.09 0.30 
0.15 0.43 
0.20 0.43 
0.26 1.45 

. 0.17 0.30 
0.05 0.78 
0.05 o. 82 

]./ 1. 70 ]./ 2. 16 

Bar 

30. 3 
27.4 
51.0 

'J:./ (278.6) 
'!,,/ (l,594.5) 

73.8 
357.6 
109.5 

1. 42 
1. 38 

.1. 48 
2.11 
3.36 
1. 43 
1. 59 
1. 94 

Wire rod 

61. 3 
419.6 

'f / (791.5) 
l/ (100.4) 

'!,_/ (93.1) 
'J:./ (174.2) 
il (317.0) 

'J:./ (l,015.6) 

1. 75 
2.21 
2.50 
4.64 
4.12 
3.4i 
2.60 
2.86 

Alloy tool 
steel. all 
forms 

17.5 
24.0 
38.1 

'J:./ (187.6) 
65.0 
17.4 
62.5 

101. 8 

0.58 
o. 72 
0.87 
1.15. 
1.20. 
0.93 
1. 33 
1. 57 

.. !/ Stainless steel plate, sheet and strip, and alloy tool steel data· may be 
somewhat overstated for 1979-81, and stainless wire rod and alloy tool steel data 
may be somewhat overstated for 1985, due to failure of' some companies to provide 
depreciation expenses. 
'!,_/Parentheses signify that.companies reported negative cash flow for the period 
indicated. 
11 One firm revised its method of reporting research and development expenditures 
in 1986 to reflect broader coverage of expenditures. The firm did not revise its 
expenditures for prior years.· 

Source: For 1979-81, Stainless Steel and Alloy Tool Steel: Determinations of the 
Commission in Investigations No. TA-201-48 under Section 201 of the Trade Act of 
1974, Together with the Information Obtained in the Investigation USITC Publication 
1377, May 1983. For 1982-06, compiled from data submitted in response to 
questionnaires of the U.S. International Trade Commission. 
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Table E-8. 
Actual and projected capital expenditures for operations associated either 
directly or indirectly to products subject to relief, by producer, 1986. · 

Producers 

* * 

!I*** 

(In thousands of dollars) 

Projected 
1986 2/ 

* 

Actual 
1986 

* ·* 

'!:../ Codes identifying reason fo.r difference: 

Difference 
(Actual­
pro i ected) 

* 

Reason for 
di fferenc~. ?:L· 

* 

A. Funds not available due to lower than emticipated prod•rd; prices and/or 
inadequate profits. 

B. Postponement of project(s) due to insufficient time allocated in i986 for 
completion. 

C. Major unanticipated· capital expenditures undertaken in. 1986. 
D. Other, including small, unanticipated expenditures on equipment; rbdur.ed 

expenditure plans; project cancellations due to changesin'scope of .Program; 
and import competition. 

E. No explanation provided by· respondent. 
F. Projected ·expenditure very close to actual expenditure; no.reason gi.ven. 

Source: Compiled fl"'om data submitted in response to questionnaires of the u:s. 
International Trade Commission. 
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Table E-9 
Actual and projected expenditures on research and·development for operations 
associated either directly· or indirectly with products subect to relief, by 
producer. 1986. 

. ~In thousands of dollars) 
Difference 

Projected Actual (Actual- Reason for 
~--~· 1986 ·~---"1~9~8~6---~-~e~r~o~i~e~c~t~e~d~>-~~d=!fference 2/ Producers ---· 

* * * * * * * 

!/ * * * 
~/ Codes identifying reason for difference: 

A. Funds not available due to lowe.r than al'.'lticipated product prices. and( or 
inadequate profits. 

B. Postponement of project(s) due. to insufficient time allocated in· 1986 for 
completion. 

C. Major unanticipated capital expenditures undertaken in 1986. 
D. Other, including small, unanticipated expenditures on equipment; reduced 

expenditure pians; project cancellations due to changes in scope of program; 
and. impo.rt competition . · 

E. No explanation provided by respondent. 
F. Projected expenditure very close to actual expenditure; no reason given. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Commission. 
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Table E-10 
Project;e.d capital expenditures and expendit.ures on research and 'development by· 
U. s. producers for their operations producing· stainless steel and alloy toor~--
steel products ~ubject.to relief, 1987~· 

(In ·thou s·and s · of dollars). 

Item 

capital expenditures: 
Projections made in February 1984 ............. . 
Projections made in February 1985 ............. . 
Projections made in February 1986 ... : . ........ . 
Projections made in February 1987 ............. . 

Research and development expenditures: 1/ 
Projections made in February 1984 .... ~ ........ . 
Projections made in February l91J5 ............. . 
Projections made in February 1986· ....... ·, .. ·,; ; . 
Projections made in February 1987 ...... : ... · . .' .. 

1987 

168,385 
160,062 
104,945 
.92, 319 

28,939 
25,491 
23,553. 
. . . 

35,579 

:· ... t '· 

!/ Research and development includes the further development of present products, 
development of new or improved products, manufacturing methods, testing of new 
materials, and pure research. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Commission. • 
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Table E-11 
C~pital expenditures, 1986, and projected capital expenditures, 1987, by 
producer, for operations associated either directly or indirectly with 
prod~ction of th~ stainless and/or alloy tool steel products subject to relief 

--.,,..---·----- ____ ... (._In thousand.~ of doll~.r..s.1_ 
Total Projected 

Investment Investment 
Producer 1986 1986 

* * * * * * * 

Source: Compiled from data submitted in response to 
questionnaires of the U.S. International Trade 
Commission. 
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Table E-12 
Certain stainles.s and alloy tool steel: U.S. producers' unfilled orders, by 
products, by specified periods, 1985 and 1986 

(In short tons) 
Stainless Stainless Stainless Stainless Alloy tool 
steei steel sheet steel steel wire steel, all 

Period plate and strip bar rod forms 

1985: 
Dec. 31 8,257 142,093 15,180 *** 6,338 

1986: 
March 31-- 14, 114 161,607 18,834 *** 5,910 
June 30 13,440 129,285 17,821 *** 6,280 
Sept. 30 10,544 114,065 17,095 *** 6,124 

Dec. 31 13,820 140,292 18,624 *** 6,044 

Table E-13 
Certain stainless and alloy tool steel: U.S. producers' end-of period 
inventories·, by products, by specified periods, 1985 and 1986 

Period 

1985: 
Dec. 31---

1986: 
March 31-­
June 30 
Sept. 30----­

Dec. 31 

Stainless 
steel 

plate 

20,052 

22,265 
23,836 
23,867 
27,148 

(In short 
Stainless. 

steel sheet 
and strip 

140,852 

139,629 
149,484 
144,651 
141,260 

tons) 
Stainless 

steel 
bar 

51,498 

51,537 
51,243 
47I120 
44,039 

Stainless 
steel wire 

rod 

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

Alloy tool 
steel, all 

forms 

39,073 

37,505 
39,323 
37,910 
36,417 
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APPENDIX F 

,VRA COVERAGE TABLE AND 
SUPPLEMENTAL PRICING TABLES 



Table 1. - -l:overage of sr.ainlt1ss stet!l sltcet, strip, and plat'~ undt1r vohmlilfY n~!>lt«linl a~rccmcnls ·(VltA!:i) 
with major expoi:ting countries: share of total 1986 imports of stainless steel flat-rollt!d products, VRA 
product categories coveri11g stainless flat-rolled products, the type and Level ot· restraint:, and L98t 
export ceilings based on l-'ebruary 198/ cousumption forncast, by country or siguatory 

Share of Agreement 
1986 product 

Countr}'. ianeorts categories 
Pt1rcent ---European 

Co1D1uunities !/ ... 4 7. 5 Stainless sheet and 
strip 
Stainless plate 

Japan .............. 13.5 Sheet and strip 
Place 

Spain .............. 7.1 Stainless flat rolled 
Mexico ............. 6.7 Hot-rolled shEet and 

strip 
Cold-rolled sheet and 
strip 

South.Korea ........ 6.0 Stainless shnet, strip, 
· <llld plate 

South Africa ....... l. 6 Hot-rolled sheet and 
strip 
Cold-rolled sheet and 
strip 
Plate 

Brazil ........ : .... .3 Stainless flat rolled 

Rest-raint ~ 

Market stiar~ 

Marke:t share 

Market share 
Market share 

Fixed tonnage 

Market share 

Market share 

··-·-·-·---------·--··---- ---·-· ·····------·--

Lt:vels 

3.99\ 

4.9~\ 

5.57• 
.60% 

1.10% 
.05\ 

.09\ 

9,000 tons 

.37\ 

.30% 

.94% 

.03\ 

Effective 1987 export· 
ceiling for stainless 
flat-rolled products 
Tons 

36,349 

5,472 
ll 
~/ 
p.242 

17,473 (total for 
all flat rolled) 1J 

9,000 

oy 

307 

!/ Belgiwn, .Derunark, Federal Republic of Get·many, France, Creece, Ireland, Italy, Luxembourg, the · 
Netherlands, and the United Kingdom of Great Britain and Northern Ireland. 
ll Unknown. Japan's 1987 export ceiling for all types of steel sheet and strip is 2,629,096 tons, and for 
all types of steel plate is 27,048 tons. 
'll The VRA with Mexico was modified in early 1987 by an exchange of letters to reflect the fact that much of 
stainless flat-rolled imports from Mexico enter under tariff classification 806.30. These imports are 
cold-finished in Mexico ·from hot bands produced in the U.S. The results of the recent exchange of letters 
are twofold. First, Mexico t1as agreed to limit its exports of. U.S. origin stainless sheet and strip to 

·16,150 tons in 1987-1988 and to 12,ll3 tons in January-September 1989, the end period of the VRA. Second, 
Mexico has jgreed to limit its exports of Mexican origin stainless sheet and strip to 1,323 1~t tons in each 
of the periods, 1981, 1988, .January-September 1989. 
f:!I Imports of stuinless steel sheet, strip, and plate from South Afdca i.u-c not currently permitted entry 
into the UnitcJ Stat.cs due tu lhe Compn,hl!usivc Auli-ApartheiJ Act of LlJ8£.. 

Suut·l:t,: Vol11111.;11·y , . .,,.11.1i1.r .'l/'.1°""111<·n1 :; .'111d wurk:;l11·.,rs, Ol fic,! of 1\1•.rt'<"llll'lll :; .111d 1:11111pl i.,,, ..... l11l.•·r11.i1 i"111l 

Trade A•fiui1ii~;t 1·.o1 i1111. IJ··1 .. 1rl111•·11l ul 1:n111rn1·r··,._ 

' U1 
.:. 
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Table !.-Stainless sheet and strip: Weighted -average selloing prices of 
various specifications of U.S. produced and imported stainless steel sheet for 
sales to service 'centers/distributors, by quarters, 1983-86. 

* * * * * * * 

Table 2 .-Stainless steel plate: Weighted-average selling prices of various 
specifications of U.S. produced and imported stainless steel plate for sales 
to service centers/distibutors, by quarters 1983-86 

* *" * * * * * 

Table 3.--Stainless steel bar: Weighted-average selling prices of various 
specifications of U.S. produc~d and imported stainless steel bar for sales to 
service centers/distibutors, by quarters 1983-86 

*. * * * * * * 

Table 4.-Stainless steel wire rod: Weighted-average selling prices.of 
various specifications of U.S. produced and imported stainless· steel wire rod 
for sales to service centers/di stibutors, by quarters 19.83-86 

* * * * *" * * 

Table 5.-Alloy tool steel: Weighted-average selling prices of various 
specifications of U.S. produced and imported alloy tool steel for sales to 
service centers/distibutors, by quarters 1983-86 

* * * * * * * 
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APPENDIX.G 

ECONOMIC ANALYSIS OF THE PROBABLE ECONOMIC 
EFFECT OF TERMINATING IMPORT RELIEF 
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Economic Analysis of the Probable Economic Effect 
of Terminating or Extending Import Relief 

In July 1983, the President implemented an import relief program that 
included digressive tariffs and quotas which expand over the period of import 
relief. The level of import relief currently provided to the stainless steel 
and alloy tool steel industries separately for five specialty steel products, 
as noted in Schedule 9 of the TSUSA, is as follows: !/ 

Stainless sheet and ·strip 4% ad valorem tariff !/ 
Stainless plate- · 4% ad valorem tariff 
Stainless steel bar 11 1986 11 quota amount, 25,748 short tons ?:_/ 
Stainless steel wire rod 11 1986 11 quota amount, 15,787 short tons 
Alloy tool steel 11 1986 11 quota amount, 21, 564. short tons 

11 The ad valorem additional tariffs for sheet and strip and for plate were 
reduced from 5-6 percent to 4 percent effective July 20, 1986. 
~/The quota levels presented above actually cover the period- January·20, 1986 
through January 19, 1987. These quota ·1evels. reflect the reductions in· the 
quota allotment for all other countries pursuant to the March 1986 
implementation of the VRA with the EC. · 

As previously explained, stainless steel and alloy tool steel products 
from several countries are subject to VRAs which limit signatories' exports to 
the United States to a certain percentage of U.S. apparent consumption through 
September 30, 1989. Accordingly, imports of stainless steel and alloy tool 
steel products subject to VRAs are exempted from the import restrictions 
listed above by reason of those agreements. For example, importers of 
stainless steel sheet, strip, and plate produced in VRA countries pay the 
applicable TSUS tariff rate of 8.5-10 percent, but do not pay the additional 
4-percent duty. If this additional tariff is removed,' VRA countries will not 
receive any reduction in duties nor will they be able to increase their 
exports of the subject products to the United States beyond the negotiated 
export ceilings of the VRA's. Thus, in exam1n1ng the probable economic effect 
of terminating section 201 imports, the continued existence of the VRAs was 
assumed. ?:_/ !I 

!/ Adding the export restraint ceilings negotiated in the EC agreement to the 
quotas listed for imports of stainless steel bar, wire rod, and tool steel 
yields a total quantitative import restriction that appears to be slightly 
less restrictive than the 1986 quotas as originally-stated in the July 21, 
1983, Federal Register notice implementing the relief. 
?:_/ An assessment of the potential economic effect of an end to the 
implementation of the VRA's concurrent with a termination of the section 201 
relief appears later in this appendix. 
11 It was assumed that the VRAs are binding at their current levels. That is, 
without the VRAs, imports from the VRA countries would be at a level higher 
than the agreements allow. Import data pertaining to. VRA-signatories support 
this assumption. For example, because the VRA's for the EC and Korea were not 
implemented until March 1986, actual imports·of stainless flat-rolled products 
from these countries in 1986 were higher than they would have been had the 
VRAs been in effect the entire year. See the section of the Report on the 
effect of VRAs on import data. 
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Using a methodology that has been frequently employed at the 
International Trade Commission, a static model was developed using 1986 data .J 

to estimate the probable net economic effects on the industry and consumers in 
1986 had the tariffs or quotas been terminated in that year. l/ This is 
similar to predicting the effect of t~e termination in the following year, 
holding all other factors, including consumption, constant. To isolate the 
effects of termination of import restrictions on changes in quantities and 
prices of non-VRA imports, net consumption of U.S. -prod.uced and non-VRA 
imports (or aggregate demand for each product, less demand for imports from 
VRA countries) was used in the model. To estimate aggregate demand in absence 
of the import relief, and the resulting market shares for domestic producers 
and for total imports," VRA-import market share (or fixed tonnages) can later 
be added back to net imports and consumption. ~/ 

The estill)ated effects of a removal of the additional tariffs for sheet, 
strip, and plate and. the removal o.f quotas for stainless steel bar, wire rod, 
and tool steel are explored in the following sectfons using a range of likely 
price elasticities. 11 This approach establishes upper and lower bounds for 
the probable economic effec_t on domestic and non-VRA import prices, non-NRA 
imports, production, ·and employment. Aggregate demand for stainless steel and 
alloy tool steel products is assumed to be relatively inelastic because demand 
for these products is a derived demand dependent on the level of consumption 
in end-user industries. 

Termination of additional tariffs 

Stainless steel she.et and strip.-Eighty-three percent of 1986 imports of 
stainless steel sheet and strip were subject to VRA's, which will remain in 
effect through September 30, 1989. Thus, the removal of the 4-percent 
additional tariff for imports of st~inless steel sheet and strip is estimated 
to have a small effect on the industry and consumers (table G-1). In response 
to a decrease in the tariff, importers of sheet and strip from non-VRA 

!/ The model assumes that the domestic and imported products are partial 
substitutes and that both import and domestic supply curves slope upward. A 
more detailed examination·of the methodology employed in developing these 
estimates is described in a USITC staff research paper by Rousslang and 
Suomela entitled "Calculating the Consumer and Net Welfare Costs of Import 
Relief," July 1985. · 
~/ Estimation of actual consumption and market shares resulting from a 
termination of the import relief is problematic. Before certain VRA' s became 
effe~tive in March 1986, there was a surge in imports of stainless steel 
flat-rolled products from VRA countries. It is unclear whether o~ not these 
imports actually entered commerce, ·or this surge increased inventories. In 
any case, imports of stainless steel flat-rolled products from certain VRA 
countries will represent a smaller share of 1987 consumption because the 
import surge was a one-time occurrence.- The effect of this import surge in. 
1986 and the effect· of no import surge in 1987 should.be considered separately 
from the probable economic effects of terminating the ·import relief. See the 
earlier section on the effect of VRA's on import data. 
11 The following elasticity estimates were used iri the model: aggregate 
demand -0.3 to -0.7, domestic demand -1 to -5, domestic supply 3 to 10, import 
demand -2 to -8, and import supply 10 to 30. 
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signatories are expected to pass through most of the tariff reduction to 
consumers. As importers' sales displace domestic shipments (as result of the 
new lower price); imports from non-VRA countries are expected to increase by 
1,387 to 5,013 tons; or by 5 to 19 percent. Declines in producers' shipments 
resulted in an estimated decline in production of 986 to 4,009 net tons, or by 

_0.1 to 0.6 percent of the 1986 production of stainless steel sheet and strip. 
Sales revenue lost by domestic producers is approximately $586,000-$701,000, 
for a decline of 0.05 to 0.06 percent from 1986 sales revenue. Estimates of 
declines in employment producing stainless steel sheet and strip are 5 to 20 
jobs. During the period of import relief, the average number of production 
and related workers producing stainless steel sheet and strip fell from 5,580 
workers in 1983 to 4,012 workers in 1986, or by 1,568 workers. In response to 
the lower prices, net consumption of the U.S.-produced and non-VRA imported 
sheet and strip. could increase by 372 to 970 tons if the additional tariff is 
terminated. 

Stainless steel plate.--Eighty-three percent of 1986 imports of stainless 
steel plate were subject to VRA's. Thus, similar to the case for stainless 
steel sheet and strip, the removal of the 4-percent additional tariff for 
imports of stainless steel plate would be expected to have a small effect on 
the industry and consumers (table G-2). As a result of a decrease in the 
price of imported plate, imports from non-VRA countries are expected to 
increase by 150 to 543 tons, or by 5 to 19 percent. Declines in producers' 
shipments result in an estimated decline in production of 114 to 462 net tons, 
or 0.1 to 0.4 percent of 1986 production of stainless steel plate. Domestic 
producers' sales revenue is estimated to decline by approximately $81,000 to 
$97,000, or by 0.03 to 0.04 percent of 1986 sales revenue. Estimates of 
declines in employment producing stainless steel plate are 1 to 4 jobs. 
During the period of import relief, the average number of production and 
related workers producing stainless steel plate decreased from 1,208 workers 
in 1983 to 1,139 workers in 1986, or by 69 workers. As a result of lower 
prices for stainless steel plate, net consumption is exp~cted to increase by 
33 to 78 tons. 

Termination of the quotas 

The methodology traditionally employed by Commission staff to estimate 
the effects of changes in tariffs and quotas cannot be used to predict the 
level of imports that would result in response to an elimination of a quota. 
Assuming that the quotas ~re binding at their current levels, !/ it is 
reasonable to assume that the level of imports would increase if the quotas 
were terminated. Only _the EC has negotiated a VRA with respect to stainless 
steel bar and stainless steel wire rod. Only the EC and Austria have 
negotiated VRAs with respect to alloy tool steel. Whereas VRA coverage of 
these products represented a fair percentage of 1986 imports, 20 and 25 
percent for stainless steel bar and wire rod, and 45 percent for tool steel, 

!/ It was assumed that the quotas _are binding at their cu.rrent levels. That 
is, without the quotas, imports would be at a level higher than the quotas 
allow. To.tal import data from these countries have been slightly below the 
quota levels, a phenomenon that often occurs as exporters and importers try to 
match their shipments to the levels permitted by import quotas. 
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Table G-1 
Stainless steel sheet and strip: Estimated effects of terminating the 4 
percent additional ta~iff on import and domestic prices, domestic production, 
employment, and non~VRA imports for stainless steel sheet and strip from their 
1986 levels 

Present level:. 
Domestic s_hipments (quantity in net tons). . . . 688, 452 
Domestic shipments (value· in dollars) ........ $1,193,236,000 
Non-VRA imports.(quantity in net tons)....... 26,005 

Tariff reduction results: 

Low-elasticity 
estimate 

Percent decrease in import price ............. 3.0 
Percent de~r~ase in domestic p~ice ........... 0.0 

Non-VRA imports (quantity in net tons) .... 27,392 
Domestic shipments .......... do ............ 687, 437 
Decrease in domestic 

production ........ · ......... do •........ · ....... 986 
Producers loss in · 

sales volume (dollars) ...... · .... ~ ..... $586,388 

Decrease in employment (jobs) .................. 5 

Table G-2 

High-elasticity 
estimate 

2.9 
0.1 

31,018 .. 
~84~409 

4,009 

·$ioo, 121. 

20. 

Stainless steel plate: Estimated effects of terminating the 4 percent 
additional tariff on import and domestic prices, domestic production, 
employment, and non-VRA imports for stainless steel plate from their 1986 
levels 

Present level: 
Domestic shipments (quantity in net tons).... 118,271 
Domestic shipments (value in dollars) ........ $245,973,000 
Non-VRA imports.(quantity in net tons)....... 2,814 

Tariff reduction results: 

Low-elasticity 
estimate 

Percent decrea~e in import price ........ ,, ... 3.0 
Percent decrease in domestic price ..... ; ..... 0.0 

Non-VRA imports (quantity in net tons) ..... 2,964 
Domestic shipments .......... do ........... 118,154 
Decrease in domestic 

production ................ do ............... 114 
Producers loss in 

sales volume (dollars) ................. $80;952 
Decrease in ~mployment (jobs) .................. 1 

High-elasticity 
estimate 

2.9 
0.0 

3,357 
117, 806 

462 

$96,738 
4 
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the lack of VRA coverage for the majority of imports of these products 
suggests that remaining non-VRA countries may be able to increase their 
exports of these products to the United States should import relief be 
terminated. Foreign industry dat~ support this conclusion. Japan, Sweden, 
and Spain !/ are major exporting countries of one or more of the above 
products. For each country, exports to the United States of stainless and 
alloy tool products represent less than 15 percent of total exports of these 
products. These countries may therefore be able to easily divert exports from 
other markets to the United States should the quotas be removed. 

However, predicting the precise level to which imports would increase is 
problematic because microeconomic and macroeconomic events since the 
imposition of import relief are d~fficult to quantify and may have important 
implications for the relative competitiveness of domestic and foreign . 
producers in absence of import relief. First, it is hard to assess the net 
effect of the many changes that have occurred in the domestic and foreign 
industries during the period of import relief. In the United States, 
rationalization measures (closing of operations and sharing of facilities) 
have occurred concurrently with additions to capacity. With respect to 
foreign industries, capacity data available for four major foreign producing 
countries operations producing all stainless and alloy to·o1 steel products 
indkate the presence of some excess capacity (capacity utilization rates of 
65.5 to 88.4 percent for Belgium, Korea, Sweden, and West Germany). Capacity 
data are not available for other countries nor for individual product 
categories, such as stainless steel bar. Thus, much is unknown about the 
likely responsiveness of import supply to a termination of the quotas. 

Whereas domestic and foreign industry data present a complicated picture 
with respect to current relative competitiveness, historical import 
penetration and exchange rate conditions provide some guidelines for 
predicting the level of imports in absence of the quotas. Import penetration 
ratios for most specialty steel products were at historically high levels in 
1982, at approximately 30 percent for stainless steel bar, 51 percent for 
stainless wire rod, and 49 percent for alloy tool steel. 11 In addition, 
exchange rate conditions have improved markedly for u·.s. producers since the 
period preceding the recent period of import relief. The dee lining value of 
the dollar should increase the dollar price of imports from countries in which 
the majority of imports of specialty steel products originate, unless other 
factors offset this tendency (see Exchange Rate Section). The real values of 
several countries' currencies, which approximate the dollar price of imports, 
were 20 to 30 percent higher in late 1986 than they were in the beginning of 
1983. To the extent that only a portion of foreign producers' costs are 
denominated in dollars, the recent dollar depreciation may reduce the 
competitiveness of imported stainless steel and alloy tool steel in the United 
States market, thereby restraining·any increase in imports if the quotas were 
eliminated. 

11 Although Spain joined the EC in 1986, the EC's VRA negotiated prior to its 
accession remains in effect, and Spain is not covered .by it. Spain has 
negotiated a VRA, but stainless flat-rolled products are the only subject 
products included in that agreement. 
11 Remedy paper memorandum INV-G-068, Apr. 21, 1983. 
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Because import penetration in most specialty steel products was at 
historically high levels in 1982, and because exchange-rate fluctuations have 
generally moved against importers' interests since 1982, the following 
analysis assumes that imports would not be able to regain a market share 
higher than their market share in 1982. In addition, 1.982 is the most recent 
year in which there was no import protection for stainless steel bar and wire 
rod, and alloy tool steel. Estimating the effects of a return to import 
penetration ratios in 1982 provides some guidelines as to how sensitive 
prices, production, and employment are to the removal of the quotas for each 
sector currently protected by quotas. 1/ 

Once the import market share resulting from a termination of the quotas 
was assumed by staff members, the traditional methodology was employed to 
estimate the effects that the increased import share would have on domestic 
and import prices, .production, and employment. For the products covered by 
quotas, staff members used 1986 data but gave non-VRA imports and domestic· 
shipments their 1982 market share. ~/ Using the range of elasticities as 
previously noted, a tariff-equivalent was·introduced to the model until 
non-VRA imports were restricted to their 1986 . .levels under the quotas. ··The 
·price and production effects of the tariff-equivalent in 1986 approximate the 
absolute value of·effects that removing the quotas would have on the industry 
and consumers. For :the .low-elasticity estimates a higher tariff is necessary 
to induce the 1986 ievel of imports under the quotas, and removal of the· 
import relief would have a stronger impact on the industry and consumers .. For 
the high-elasticity estimates, a much lower tariff is n~cessary to induce the 
level of imports under the quotas, and removal of the import relief would have 
a smaller impact on the industry and consumers. 

Stainless steel bar.-Eighty percent of 1986 imports of stainless steel 
bar were not subject to VRA's, considerably higher than imports not subject 
for stainless steel flat-rolled products (17 percent of imports). In 
addition, market penetration of imports is higher for .stainless steel bar than 
that for stainless steel sheet, strip, and plate. Thus, termination of the 
import relief for stainless steel bar is expected to have a greater economic 
effect on the stainless steel bar industry and its consumers. 

11 If actual import penetration of non-VRA imports were to exceed·.their 1982 
share following a termination of the quotas, the effects of terminating the 
quotas would be larger than ·those pres~nted in this analysis. If actual 
import penetration of non-VRA imp~rts were to fall below their 1982 share 
following a termination of the quotas, the effects of terminating the quotas 
would be smaller than those presented in this analysis. 
ZI More precisely, domestic shipments were calculated as the residual of 
apparent consumption in 1986 less the constructed non-VRA import quantity (at 
1982 market share), less the annual export ceiling for VRA imports. Staff 
members ran this exercise preliminarily with actual 1986 consumption data. 
The application of a tariff equivalent to approximate the effects of the quota 
then resulted in imports at their 1986 import-relief ·1evel, but with 
consumption reduced from actual 1986 consumption. Staff then used the average 
reduction to adjust post-import-relief consumption upward. This adjustment 
reflects the likely economic effects of a removal of the quotas and resulted 
in a proper level of consumption during the period of import relief. 
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The EC is the only country for which stainless steel bar has been 
incorporated into a VRA. Excluding imports from the EC, non-VRA imports of 
stainless steel bar in 1986 were 21,788 tons, or 14.1 percent of apparent 
consumption. Imports from non-VRA signatories in 1982 were 22.3 percent of 
consumption. Using the methodology outlined above, if the quotas are 
terminated, it is assumed that non-VRA imports will return to their 1982 

·market share (22.3 percent). The estimated effects of this increase in 
imports on the industry and consumers are presented in table G-3. 

If quotas are terminated, the supply of non-VRA imports would increase 
(the import supply curve shifts outward) leading to a decrease in the price of 
imported stainless bar (the new location of the supply curve intersects demand 
for the imported good at a lower price). The range of elasticity estimates 
used here results in an import price decline of 9 to 34 percent. As import 
sales displace producers' shipments, producers' prices are expected to decline 
by 0.6 to 2.0 percent and production would fall by 7,253 to 7,446 tons, or by 
approximately 6 percent from the actual 1986 production level. Depending · 
primarily on the extent to which domestic and import prices would fall in 
response to termination of the quotas, it is estimated that domestic 
producers' sales revenue w~uld decline by approximately $2!5 million to $8.3 
million, or by approximately 0.6 to 2.0 percent of actual 1986 ·sales revenue. 
Estimates of declines in employment producing stainless steel bar are 212 to 
218 jobs. During.the period of import relief, the avel'."age r:iumber of 
production and related workers producing stainless steel bar declined from 
4,180 workers in 1983 to 3,717 workers in 1986, or by 463 workers. As .a 
result of lower prices for stainless steel bar, consumption is expected to 
increase by approximately 6,600 tons. 

Stainless steel wire rod.~Seventy-five percent of 1986 imports of 
stainless steel wire rod were not subject to VRA's. The low level of 
protection provided by VRA's to the stainless steel wire rod industry (25 
percent of imports) is similar to that provided to stainless steel bar (20 
percent of imports). 

The EC is the only country for which stainless steel wire rod has been 
incorporated into a VRA. Excluding imports from the EC, non-VRA imports of 
stainless steel wire rod in 1986 were 13,857 tons, or 25.0 percent of apparent 
consumption. Imports from non-VRA signatories in 1982 were 27.5 percent of 
consumption.~ Using the methodology outlined above, if the quotas are 
terminated, it assumed that non-VRA imports will return to their 1982 market 
share (27.5 percent). Because the change in market share of non-VRA imports 
in response to a termination of the quotas is assumed to be not as large as 
that for stainless steel bar, the effects of terminating the import relief to 
the stainless wire rod ·industry are smaller than those for bar. The estimated 
effects of this increase in imports on the industry and consumers are 
presented in table G-4. 

If the quotas are terminated, the supply of non-VRA imports would 
increase (the import supply curve shifts outward) leading to a decrease in the 
price of imported stainless wire rod (the new location of the supply curve 
intersects demand for the imported good at a lower pric~). The range of 
elasticity estimates used here results-in an import price decline of 2 to 6 
percent. As import sales displace producers' shipments, producers' prices are 
expected to decline by 0.3 to 0.9 percent, and _production would fall by 950 to 
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Table G-3 
Stainless steel bar: Estimated effects of terminating the quotas on import 
and domestic prices, domestic production, and employment for stainless steel 
bar from their 1986. levels 

Actual 1986 data: 
Domestic shipments (quantity in net tons) .. . 
Domestic shipments (value in dollars) ....... . 
Non-VRA imports (quantity in net tons) ..... . 
Apparent consumption do .................... . 

Present level used in model: 
Domestic shipments (quantity in net tons) ... 
Domestic shipments (value in dollars) ....•.. 
N~n-VRA impor~s (quantity in net tons) ..... . 
Apparent consumption 
(quantity in net tons) ..................... . 

Quota termination results: 11 

Assumed return to 1982 market shares 
Non-VRA imports 

(quantity in net tons) '!:_/ ............... . 
Domestic shipments 
.. do'!:_/ .................................. . 

Other results 
Percent decrease in import price ........... . 
Percent decrease in domestic price ...... _ ... . 

Decrease in domestic 
production ................ do ............. . 

Producers loss in 
sales volume (dollars) ................... . 

Decrease in employment (jobs) .............. . 

127,196 
$418,948,000 

21,788 
154,429 

Lo1.1relasticity 
estimate 

127,099 
$427,215,767 

21,.784 

154,383 

35,909 

119, 620 
I 

34.1 
2.0 

7,253 

$8,279,810 

212 

High-elasticity 
estimate 

127,136 
$421, 344, 823-

21, 790 

-
154,425 

35,909 

119,620 

8.8 
0.6 

7,446 

.$2,479,895 

218 

1(For the low elasticity ·estimate, staff estimated the effects of terminating 
the quota by eliminating an equivalent additional tariff of 45.3 percent. For 
the high elasticity estimate, staff estimated the effects of terminating the 
quota by terminating an equivalent additional tariff of 11.77 percent. 
~/ Staff assumed that non-VRA imports would return to approximately their 1982 
market shares of consumption in 1986, that VRA imports from the EC would be 
5,500 tons under its fixed tonnage export ceiling, and that domestic shipments 
were the residual amount of consumption in 1986. Total apparent consumption 
in 1986, on which these shares were based, was adjusted upward slightly to 
reflect the increase in cons.umption occurring in response to a removal of the -
quotas. Subsequently, the model produced a level of consumption during the 
import reiief that corresponds closely to actual 1986 consumption. 
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Table G--4 
Stainless steel wire rod: Estimated effec~s of terminating the quotas on 
import and domestic prices, domestic production, and employment for stainless 
steel wire rod from their 1986 levels 

Actual 1986 data: 
Domestic shipments (quantity in net tons) .. . 
Domestic shipments (value in dollars) ...... . 
Non-VRA imports (quantity in net tons) ..... . 
Apparent consumption do .......•.. ·: .. ~· .... . 

Present level used in model: 
Domestic shipments (quantity in net t6ns) .. . 
Domestic shipments (value in dollars) ...... . 
Non-VRA imports .(quantity in net tons) ..... . 
Apparent consumption 
(quantity in net tons) ....... , ........... ; .. 

Quota termination results: 11 

Assumed return to 1982 market shares 
Non-VRA imports 

(quantity in net tons)~/ ............... . 
Domestic shipments 
.. do ?:_/ •..••.•..••.•.•...••.•.•.•...•••.•• 

Other results 
Percent decrease in import price ........... . 
Percent decrease in domestic price ......... . 

Decrease in domestic 
production ................ do ............. . 

Producers loss in 
sales volume (dollars): .................. . 

Decrease in employment (jobs) .............. . 

36,931 
$75,702,000 

13,857 
55,427 

Lo~elasticity ·High-elasticity 
estimate estimate 

36,047 
$74,568,159 

13,856 

55,403 

15, 394 

35,083 

6.4 
0.9 

950 

$661,687 

16 

36,119 
$74,259,907 

13,859 

55,478 

15,394 

35,083 

1. 8 
0.3 

1,031 

$212,633 

18 

J/For the low elasticity estimate, staff estimated the effects of terminating 
the quota by eliminating an equivalent additional tariff of 7.85 percent. For 
the high elasticity estimate, staff estimated the effects of terminating the 
quota by terminating an equivalent additional tariff of 2.25 percent. 
ZI Staff assumed that non-VRA imports would return to approximately their 1982 
market shares of consumption in 1986, that VRA imports from the EC would be 
5,500 tons under its fixed tonnage export ceiling, and that domestic shipments 
were the residual amount of consumption in 1986. Total apparent consumption 
in 1986, on which these shares were based, was adjusted upward slightly to 
reflect the increase in consumption occurring in response to a removal of the 
quotas. Subsequently, the model produced a level of consumption during the 
import relief that corresponds closely to actual ·1986 consumption. 
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1,031 tons, or by approximately 2 to 3 percent from the actual 1986 production 
level.. Domestic producers' sales revenue is estimated to decline by <-H< 
approximately $213,000 to $661;000, or by 0.3" to 0.9 percent of 1986 sales {.;_,; 
revenue. Estimates of declines in employment producing stainless steel wire 
rod resulting from a termination of the quotas are 16 to 18 jobs. During the 
period of import relief, the average number of production and related workers 
producing stainless steel wire rod increased from 623 workers in 1983 to 660 · 
workers in 1986, or by 37 workers. As a 'result of lower prices for stainless 
steel wire rod, consumption·f.s expected to increase by'approximately 499 to 
574 tons. · 

Alloy tool steel .'-Sixty percent of 1986 imports of alloy tool steel were 
not subject· to VRA'·s. The -level of import coverage provided by VRA's to the 
alloy tool steel industry (40 percent of imports) is higher than that for 
stainless steel wire rod and bar (20 to 25 percent of imports) but lower than 
that. for stainless ste~l sheet, strip, and· ~late ,(83 percent of imports). 

Alloy tool steel has been incorporated into the VRA's negotiated with the 
EC and Austria. Excluding imports from the EC and Austria, non-VRA imports of 
al-loy toQl steel in 1986 were 17, 543 tons, or 17. 9 percent of apparent 
consumption. Imports from non-VRA signatories in 1982 were 25.9 percent of 
consumption. Using the methodology outlined above, if the quotas are 
terminated, it is assumed that ·non-VRA imports will return to their 1982 
market share {25.9 percent). The estimafed effects of this increase in 
imports on the industry anq consumers are presented in table G-5. 

If the quotas are terminated, the supply of non-VRA imports would 
increase (the import supply curve shifts outward), leading to a decrease in 
the price of imported stainless wire rod (the new location of the supply curve 
intersects demand for the imported good at a lower price). The range of 
efastici ty estimates used here results in an import price decline of 7 to 28 
percent. As import ·sales displace producers'· shipmen"t;s, producers 1 prices are 
expected to decline by 0.6 to 2.1 percent, and production would fall by 3,895 
to 4,026 tons, or by approximately 6 percent from the actual 1986 production 
level. Domestic producers' sales revenue is estimated to decline by 
approximately $1.9 million tor$6.3 million, or by 0.6 to 2.0 percent of 1986 
sales revenue. Estimates of declines in employment producing alloy tool steel 
resulting from a termination of the quotas are 111 to 115 jobs. During the 
period of import relief, the average number of production·and related workers 
producing alloy tool steel increased from 1,829 workers in 1983 to 1,951 
worker~ in 1986, or by 122 ~orkers·. As a result of lower prices for alloy 
tool steel, consumption is expected to increase by approximately 4,965 to 
5,040 tons. 

The sta'ff· has prepared an alternate analysis of the probable economic 
effects' of a· termination of sectio·n 201 re'l ief that incorporates the end of 
VRA-coverage· of s'tainless steel and alloy tool steel. The analysis of 
probable· economic effects presented in the final report to the Commission was 
confined to the removal of 201 relief, and· VRA imports· were held constant. <!1 
There are arguments in support of ei tlier view. · ·;A 

JJ VRA's are scheduled to remain iii effect through Sept. 30, 1989. 
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Table G-5 
Alloy tool steel: Estimated effects of terminating the quotas on import and 
domestic prices, ·dom~stic production, and employment for alloy tool steel from 
their 1986 levels 

Actual 1986 data: 
Domestic shipments (quantity in net tons) .. . 
Domestic shipments (value in dollars) ....... . 
Non-VRA imports (quantity in net tons) ..... . 
Apparent consumption do .................... . 

Present level used in model: 
Domestic shipments (quantity in net tons) .. . 
Domestic shipments (value in dollars) ...... . 
Non-VRA imports (quantity in net tons) ..... . 
Apparent consumption 
(quantity in net tons) ..•........... ; ...... . 

Quota termination results: 11 

Assumed return to 1982 market shares 
Non-VRA imports 

(quantity in net tons)£/ ............... . 
Domestic shipments 
.. do '?,_/ •••.•.••••••••••••••.••••••••••.••• 

Other results 
Percent decrease in import price .... ,, ..... . 
Percent decrease in domestic price ......... . 

Decrease in domestic 
production ................ do ............. . 

Producers loss in 
sales volume (dollars) ................... . 

Decrease in employment (jobs).· ............. . 

68,459 
$323,774,000 

17,543 
97,558 

Lo~elastici ty 
estimate 

67,488 
$325,684,868 

17,543 

97,348 

26,563 

63,508 

27.6 
0.6 

3,8~5 

$6,329,907 

111 

High-elasticity 
estimate 

67,560 
$321,475,900 

17,546 

97,423 

26,563 

63,508 

7.3 
2.1 

4,026 

$1, 920, 651 

115 

1/For the low elasticity ·estimate, staff estimated the effeC,~s of terminating 
the quota by eliminating an equivalent additional tariff o,f 36. 1 percent. For 
the high elasticity estimate, staff estimated the effects ,of :terminating the 
quota by terminating ari equivalent additional tariff of 9.,5,9 'percent. 
JJ Staff assumed that non-VRA imports would return to appr~.x~mately their 1982 
market shares of consumption in 1986, that VRA imports from the EC would be · 
5,500 tons under its fixed tonnage export ceiling, that VRA imports from 
Austria would be 3.4 percent of consumption under its market share export 
ceiling, and that domestic shipments ·would have the residual amount of 
consumption in 1986. Total apparent consumption in 1986, on which these 
shares we~e based, was adjusted upward slightly to reflect the increase in 
consumption occurring in response to a.removal of the quotas. Subsequently, 
the model produced a level of consumption during the import relief that 
corresponds closely to actual 1986 consumption~ 
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There is n~ evidence currently available to the Commission that foreign 
countries will not honor their existing VRA's through September 30, 1989. The 
scope of the VRA's, which exist primarily to control imports of carbon steel 
to the United States, is broader.than the scope of the instant investigation; 
VRA's are scheduled to remain in effect for more than two years after the 
scheduled termination of the section 201 relief. Unlike the section 201 
relief, the VRA's are not a global instrument, but rather a set of 18 
agreements negotiated separately with each signatory over a period of more 
than two years. On February 27, 1986, all ties to 201 relief for VRA 
signatories were ended as signatories were released from the duties and quotas 
of 201 relief. 

The major advantage of VRA's for foreign producers is that they are a 
deterrent to U.S. producers filing additional trade petitions. The VRA's 
contain provisions that the filing of trade petitions during the course of the 
agreement can jeopardize the agreements. To the extent that VRA's deter 
further trade petitions, VRA's shield foreign interests from litigation costs, 
lessen the possibility of an outcome worse than the VRA's as a result of 
potential unfair trade or escape clause cases, and provide a degree of 
certainty to foreign producers that facilitates planning of production, 
capacity, and marketing strategies. Currently, the VRA regime 'allows a 
foreign producer to estimate not only its own country's exports to the United 
States, but also those of its competitors in other VRA-member countries. 
Finally, the VRA's are not altogether undesirable in that most allowed 
signatories a market share based on the period 1981-83 that includes one of 
the highest years for import penetration (1982). Finally, to the extent that 
each country's products are differentiated from those of other countries, it 
is .possible that the allocation of market sh~re quotas to each signatory 
allows foreign producers to exercise a greater degree of market power (and to 
charge higher prices for its exports) than would otherwise be possible. 

While there is no clear evidence suggesting that VRA-coverage of 
stainless steel and alloy tool steel would end with a termination of 201 
relief, VRA countries could object to continued VRA-coverage of the subject 
products should the President terminate section 201 relief. VRA signatories 
could cease to honor the relevant portions of their voluntary agreements based 
on the "equitable treatment" clauses of their agreements. ],/ Or, VRA 
countries could request consultations with USTR to relax their export ceilings 
based on the new advantageous position of non-VRA imports. ~/ If one VRA 
signatory successfully renegotiated its ~xport ceiling~ or ceased to honor the 
relevant portions of its agreement and increased its market share, it is quite 
likely that other VRA countries would choose to follow a similar course. The 
likely result is that VRA-coverage of stainless steel and alloy tool steel 
would erode substantially. 

],/ Staff notes that the VRA's with each country were negotiated independently 
and in full knowledge that a) not all other countries were covered by VRA's, 
and b) the 201 relief was scheduled to expire 2 years prior to the expiration 
of the VRA's. 
~/ Several of the agreements contain provisions allowing consultations should 
the negotiation of subsequent VRA's with other exporting countries give those 
countries an advantageous position in exporting the subject products· to the 
United States. 



a-70 

OEven if renegotiation does not occur, the VRAs that cover one set of 
countries may become largely ineffective in the absence of complementary 201 
relief that covers all other non-VRA countries. This is because the 
termination of 201 relief will tend to make it profitable for companies in VRA 
countries to increase their exports to non-VRA (formerly 201 relief) 
countries. This in turn reduces the price everywhere and thereby encourages 
increased exports from unrestricted non-VRA countries to the United States. 
If this process is not deterred by high transportation costs or trade barriers 
between VRA and non-VRA countries, the United States will face the same supply 
of imports that would exist in the absence of the VRAs. Thus, VRAs applied to 
some countries without restrictions against the rest may offer limited, if 
any, effective protection from imports. This phenomenon is often referred to 
as "trade diversion" or "leakage." 

Because there is no way to predict what will happen to the VRA regime 
should section 201 relief be terminated, staff has examined the probable 
economic effects of a complete collapse of specialty-steel VRA's as a 
worse-case scenario. Comparing effects on industries and consumers in the 
worse-case scenario with the earlier analysis of the probable economic effects 
of a termination of the section 201 relief on net demand for domestic. 
shipments and non-VRA imports yields a range of possible outcomes should the 
section 201 relief be terminated. However, due to the nature of the 
VRA-regime, the actual resulting effect on the industries producing stainless 
steel and alloy tool steel would likely be closer to one of the polar cases 
rather than in the middle. 

Termin~tion of the 201 quotas on stainless steel bar, 
stainless steel wire rod and alloy tool steel 

The analysis of the probable economic effect of termination of 201 relief 
and the subsequent end to their VRA's is relatively straightforward for 
stainless steel bar, wire rod, and alloy toql steel. Removal of both 
quantitative restrictions (quotas and export restraint ceilings) is treated in 
the same way, .that is, a tariff-equivalent estimating technique is used to 
calculate the effects on prices, production, and employment of a return to 
import market penetration levels of 1982. 11 As discussed in detail in the 
final report, 1982 was chosen because it was a year in which import 
penetration for stainless steel bar, stainless steel wire rod, and alloy tool 
steel was at historically high levels, exchange rate conditions favored 
foreign producers, and there were no import restrictions. 

Similar to the earlier analysis, staff used 1986 data but assigned total 
imports from VRA signatories and from non-VRA countries and domestic shipments 

11 If actual import penetration of non-VRA imports were to exceed its 1982 
share following a termination of the quotas, the effects of terminating the 
quotas would be larger than those presented in this a~alysis. If actual 
import penetration of non-VRA imports were to fall below its 1982 share 
following a termination of the quotas, the effects of terminating the quotas 
would be smaller than those presented in this analysis. 
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their 1982 market shares. !/ Using a range of elasticities, a tariff­
equivalent was introduced to the model unti 1 total imports were restricted to_· 
their 1986 le'vels under the existing system ·of quotas and VRA' s. 2/ The pri'Ce 
and production effec.ts of this approach closely approximate the effects of -:· 
removing the quotas. For the low-elasticity estimates a higher tariff is 
necessary to induce the 1986 level of imports under the quotas, and removal of 
the import relief would have a stronger impact on the industry and consumers. 
For the high-elasticity estimates, a much lower tariff is. necessary to induce 
the same level of imports as under the quotas, an~ ~emoval of the import 
relief would have a smaller impact on the ind,ustry and consumers. 

Stainless steel bar.~Total imports of stainless steel bar in 1986 were 
27,233 tons, or 17.6 percent of apparent consumption. In 1982, total imports 
were 40,053 tons, or 30.q percent of consumption. The estimated effects in 
1986 of a return to import penetration levels of 1982 {30 percent), following 
the termination of section 201 quotas and an EC refusal to honor its VRA are 
presented in table G-6. This is similar to predicting the effect of the ·~· 
termination in the following year, holding all at.her factors, including 
consumption, constant. 

The range of elasticity estimates results in an import price decline of 
from 10 to 41. percent. As import sales displace.producers' shipments, 
producers' prices decline by 1 to 4 percent and production falls by 12,716 to 
12,878 tons, or by approximately 10 percent from the actual 1986 production 
level. Depending primarily on the extent to which domes.tic and import prices 
fall in response to termination of tha quotas, domestic producers' sales 
revenue is estimated to decline by approximately $4.3 million to $14.6 
million, or by approximately 1 to 3 percent of actual 1986 sales revenue. 
Estimates of declines in employment producing stainless steel bar are 372 to 
377 jobs. Duri'ng the period of import relief, the average number of 
production and related workers producing stainless .steel bar declined from 
4, 180 workers in 1983 to 3, 717 workers in 1986, or 'by .463 workers. As a 
result of lower prices for stainless steel bar, consumption is expected to 
increase by approximately 8,600 tons. 

Stainless steel wire rod.~Total imports of stainless steel wire rod in 
1986 were 18,496 tons, or.33.4 percent of apparent consumption. In 1982 total 
imports were 21,881.tons, or 50.6 percent of consumption. If the 201 quotas 
are terminated and the EC chooses not to honor its agree~ent with respect to 

.!/ Staff ran this exercise preliminarily with actual 19.86 consumption data. 
The application of a tariff equiv'alent to -app'roximate the effects of the quota 
then resulted in imports at ,their 1986 import-relief level, but with 
consumption 'reduced from actual 1986 consumption: Staff then used the average 
reduction to adjust post-import-relief consumption upward. This adjustment 
reflects .the likely economic effec~J of a removal of the quotas and resulted 
in a proper level of con~umption during t~e period -of import relief. 
2/ The following ranges of elasticity estimates were used in the model: 
;;ggregate demand .,-, 3 to .. -.],' domestic .. demand -l to .:...5., domestic supply 3 to :s-= 
10, import demand -2 to -8, and import supply 10 to 50. -For the purpose of -~· 
this analysis, the upper limit for import supply, was increased to reflect the 
potential for greater supply respon~iv~nes~ from tot~l imports than from only 
non-VRA imports. 
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Table G-6 
Stainless steel bar: Estimated effects of terminating all import protection 
on import and domesti'c prices, domestic production, and employment for 
stainless steel bar from their 1986 levels 

--·-·----
· Actual 1986 data: 

Domestic shipments (quantity in net tons) .. . 
Domestic shipments (value in dollars) ....... . 
Total imports (quantity in net tons) ....... . 
Apparent consumption do .. : ................. . 

Present level used in model: 
Domestic shipments (quantity in net tons) .. . 
Domestic shipments (value in dollars) ...... . 
Total imports, (quantity in net tons) ....... . 
Apparent consumption 
(quantity in net tons), .................... . 

Quota termination results: 1/ 

Assumed return to 1982 market shares 
Total imports 

(quantity in net tons)~/ ............... . 
Domestic shipments 
.. do ~/ .................................. . 

Other results 
Percent decrease in import price ..... ; ..... . 
Percent decrease in domestic price ......... . 

Decrease in domestic 
production ................ do ............. . 

Producers loss in 
sales volume (dollars) ................... . 

Decrease in employment (jobs) .............. . 

127, 196 
$418,948,000 

27,233 
154,429 

Low-elasticity 
estimate 

127,236 
$434,592,328 

27,233 

154,469 

48,909 

114, 120 

41.0 
3.7 

12, 716 

$14,618,649 

372 

High-elasticity 
estimate 

127,120 
$423,275,781 

27,233 

154,353 

48,909 

114, 120 

10.4 
1. 1 

12,878 

$4,296,459 

377 

1/For the low elasticity estimate, staff estimated the effects of terminating 
the quota by eliminating an equivalent additional tariff of roughly 55 
percent. For the high elasticity estimate, staff estimated the effects of 
terminating the quota by terminating an equivalent additional tariff of 
roughly 13 percent. 
£/Staff assumed that total imports would return to approximately their 1982. 
market share of consumption in 1986~ and that domestic shipments were the 
residual amount of consumption in 1986. Total apparent consumption in 1986, 
on which these shares were based, was· adjusted upward slightly to reflect the 
increase in consumption occurring in response to a removal of the quotas. 
Subsequently, the model produced a level of consumption during the import 
relief that corresponds closely to actual 1986 consumption. 
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stainless steel wire rod, total imports are assumed to return to their highest 
historical market. share of 1982 (50.6 percent) as a benchmark for estimating 
the probable,. effects ·of .such termination on the industry and consumers · ct~· 
(table G-l). . ·· ·· · · · · · "-''' 

The range of elasticity estimates results in an import price decline of 8 
to 31 percent. As import sales displace producers' shipments, producers' 
prices are expected decline by 3 to 9 percent and production falls by 8,132 to 
8,239 tons, or by approximately 2.1 percent from the actual 1986 production 
level. Domestic produ~ers.' sales revenue declines by approximately $1. 7 
mill ion to $5. 9 million, or by 2 to 8 percent of 1986 sales revenue. 
Estimates of declines .in employment producing stainless steel wire rod 
resulting from a termination of the quotas are 138 to 140 jobs. During the 

. pe,riod of import .relief, the ~verage number of production and related workers 
producing stainless .steel .wire rod increased from 623 workers in 1983 to 660 
workers in 1~86, or by 37 workers. As a result of lower prices for stainless 
steel 11.1ire rod, consumption is expe._cted to .increase by approximately 2~600 ~-
tons. 'f. 

Alloy tool steel .-Total imports of alloy tool steel in ·1986 were· 29~099 
tons, .or 29.8 percent of apparent consumption. In _1982, .total ·imports were 
40,058 tons, or 48.6 percent of consumption. Using a return of imports to 
their 1982 market share {48.6 percent) to estimate the potential effects of a 
termination of 201 and VRA quotas yields the estimates presented in table G-8. 

The range of elasticity estimates used here results in an import price 
decline of 11 to 43 percent. As import sales displace producers'· shipments, 
producers' prices decline by 2 to 7 perc~nt and production falls by 11~667 to 
11,684 ·tons, or by approximately 17 percent from the actual 1986 production 
level. Domestic producers' sales revenue declines by approximately $5.6 
million to $19.4 million, or by 2 to 6 percent of 1986 sales revenue. 
Estimates of decline_s in employment producing alloy tool steel resulting from 
a termination of th~ quotas are from 333 to 334 jobs. During the period of 
import relief, the average number of production and related workers producing 
alloy tool steel increased from 1,829 workers in 1983 to 1,951 workers in 
1986,_ or by 122 workers. As a result of lower_ prices for alloy tool steel, 
consumption increases by approximately 12,503 to 12,697 tons. 

Termination of the 201 Tariffs 

Unlike the .~nalysis of termination of 201 quotas, there. is no 
straightforward approach to removing the 201 duties on the stainless steel 
flat-rolled. products alo.ng with _elimination of VRA--:cov,erage of these 
products .. :There are not. only. two1 different types of trade restrictions, 
tariffs and VRA's, to account for, but the device of letting imports increase 
to their maxi~um~istorical levels is not possible for these products. Their 
imports were higher in 1986 than in any prev.ious year on both an absolute and 
a share b_as is. 

. . ~ ..;,. . .: . . . ".; . 

Whereas ·the 201 relief .for stainless steel, shee~ strip,· and· plate is a' '4 ,,~):: 
percent tariff, .. vRA--;-coverage of these products, is a quantitative restriction, -~,.­
typically expressed as market: share. quotas" Tariffs· re.strict import quantity ... 
through the price mechanism. In response to a· tariff-induced increase }n ,.-.. 
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Table G-7 
Stainless steel wire rod: Estimated effects of terminating all import 
protection on import and domestic prices, domestic production, and employment 
for stainless steel wire rod from their 1986 levels 

Actual 1986 data: 
Domestic shipments (quantity in net tons) .. . 
Domestic shipments (value in dollars) ...... . 
Total imports (quantity in net tons) ....... . 
Apparent consumption.do .................... . 

Present level used in model: 
Domestic shipments (quantity in net tons) ... · 
Domestic shipments (value in dollars) ...... . 
Total imports (quantity in net tons) ....... . 
Apparent consumption 
(quantity in net tons)~ .. ,;.:·~.·.~ ...... ···~ 

Quota termination results: !/ · 

Assumed return to 1982 market.shares 
Total imports 

(quantity in net to~s) !/ ............... . 
Domestic shipments 
.. do~/ .............. ; .................... . 

Other results 
Percent decrease in import price ........... . 
Percent decrease in domestic price ......... . 

Decrease in domestic 
production ................ do ............. . 

Producers loss in 
sales volume (dollars) ................... . 

Decrease in employment (jobs) .............. . 

36,931 
$75,702,000 

18,496 
55,427 

L~elasticity 
estimate 

36,920' 
$82, 353' 118 

18,496 

'55, 416 

29,356 

28,660 

31.2 
8.8 

8, 132 

$5,888, 762. 

138 

High-elasticity 
estimate 

36,940 
$77,672,991 

18,496 

-55,435 

29 I 356. 

28,660 

8.1 
2.6 

8,239 

$1, 721, 120 

140 

!/For the low elasticity estimate, staff estimated the effects of terminating 
the quota by eliminating an equivalent additional tariff of roughly 39 
percent. For the high elasticity estimate, staff estimated the effects of 
terminating the quota by terminating an equivalent additional tariff of 
roughly 10 percent. 
!I Staff assumed that total imports would return to approximately their 1982 
market shares of consumption in 1986, and that domestic shipments were the 
residual amount of consumption in 1986. Total apparent consumption in 1986, 
on which these shares were based, was adjusted upward' slightly to reflect the 
increase in consumption occurring in response to a removal of the quotas. 
Subsequently, the model produced a level of consumption during the import 
relief that corresponds closely to actual 1986 consumption. 
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Table G-8 
Alloy tool steel: Estimated effects of terminating all import protection on 
import and domestic prices, domestic production, and employment for alloy tool 
steel from their 1986 levels 

Actual 1986 data: 
Domestic shipments (quantity in net tons) .. . 
Domes~ic shipments (value in dollars) ...... . 
Tqtal imports (quantity in net tons) ....... . 
Apparent consumption. do ..................... . 

Present· level used in model: 
Domestic shipments (quantity in net tons) ... · 
Domestic shipments (value in dollars) ..... ,; 
Total imports (quantity in net tons) ....... . 
.Apparent consumption 
(quantity ·in net. ton_s) .................... ·. ·-.~· 

.Quota termiration results: .!/ 

Assumed return to 1982 market shares 
Total imports 

(quantity in net tons) ~/ ............... . 
Domestic shipments 
.. do '?:_/ •..•••••••..••.•••••••••••••••••••.• 

Other results 
Percent decrease in import price ........... . 
Percent decrease in domestic price ......... . 

Decrease in domestic 
production ................ do ............. . 

Producers loss in 
sales volume (dollars) ................... . 

Decrease in employment (jobs) .... ;, ........ . 

68,459 
$323,774,000 

29,099 
97,558 

low-elasticity 
estimate 

68,568 
$345,614,343 

29,099 

97,668 

53 '543· 

56,328 

43.1 
6.6 

11,684 

$19,388,285 

334 

High-elasticity 
estimate 

... 68, 375 
$329,495,888 

. 29,099 •· 

.~7 •. 474· 

53,543 

56,628 

10.9 
1.9 

11, 667 

$5,601,495 

333 

.!/For the low elasticity estimate, staff estimated the effects of terminating 
the quota by eliminating an equivalent additional tariff of roughly 57 
percent. For the high elasticity estimate, staff estimated the effects of 
terminating the quota by terminating an equivalent additional tariff of 
roughly 13 percent. 
'!,_/· Staff assumed that total imports would return to approximately their 1982 
market shares of consumption in 1986,·and that domestic shipments would have 
the residual amount of consumption in 1986. Total apparent consumption in 
1986, on which these shares were based, was adjusted upward slightly to 
reflect the increase in consumption occurring in response to a removal of the 
qu~tas. Subsequently, the model produced a. level of consumption during the 
impo~~ relief that corr~spcinds ~lo~el~ to i~t~al 1986 consumction. 

.-
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import price, the quantity of imports declines and U.S. producers gain sales. 
Quotas, whether fixed, variable, or in the form of export restraint 
agreements, restrict imports below the quantity that would otherwise enter the 
the country under free market conditions. The decline in import supply, and 
thus total supply, allows U.S. producers to adjust prices and/or production to 

. levels that will provide them, in the aggregate, with higher revenues or 
increased market share. In the period 1983-86, the mix of tariffs and VRA's 
(quotas) make predictions of future behavior highly speculative. 

The tariff-equivalent approach used earlier estimated the effects of 
relaxing import restrictions through a return to benchmark levels of import 
penetration in 1982 for stainless steel bar, stainless steel wire rod, and 
alloy tool steel,_which were at historic highs for those products and 
representative of what could potentially be supplied in a free market today. 
That method cannot be easily applied to stainless steel sheet, strip, and 
plate in the current period because total import share has increased since 
1982 to historically high levels in 1986. Total imports of stainless steel 
sheet and strip; accounted for 13.4 percent of apparent U.S. consumption in 
1982, and by 1986 had increased to 18.0 percent of consumption. Total imports 
of stainless steel plate accounted for 12.4 percent of consumption in 1982 and 
12. 3 percent of consumption in 1986. There are several factors· that may 
explain a portion of this phenomenon, including the phasing down of the 
tariffs to a relatively low level, the possibility that importers were able to 
absorb tariff increases, or an increase in demand for imported flat-rolled 
products differentiated from U.S.-produced products that resulted in customers 
being willing to pay higher prices for imported flat-rolled products. 

Methodology for flat-roll~9 produ~ts 

Choice of a methodology appropriate to estimate the effects of the 
removal of tariffs and termination of the VRA's on stainless steel flat-rolled 
products is clearly subjective. Accordingly, staff has made estimates using 
two separate sets of assumptions. These estimates should be viewed only as 
examples providing ranges of effects, not as forecasts or predictions. 

First method for flat-rolled products.~The first example uses a method 
similar to the treatment of stainless steel bar, wire rod, and alloy tool 
steel to estimate what would happen to imports from VRA countries should 
VRA-coverage of stainless steel flat-rolled products e·xpire. The effects of 
an end to VRA' s on VRA imports and the industry is then added' to the previous 
estimates of the effects of a termination of the 4 percent tariff on non-VRA 
imports and the indust~y. 

To approximate the effects of removing the VRA's quantitative 
restrictions, staff used the tariff-equivalent approach that has been 
discussed in detail in earlier sections. 1/ After the effects of removing the 
VRA's are estimated, these effects are co~sidered together with the earlier 

11 The following ranges of elasticity estimates were used in the model: 
aggregate _demand -.3 to -.7, domestic demand -1 to -5, domestic supply 3 to 
10, import demand -2 to -8, and import supply 10 to 50. For the purpose of 
this analysis, the upper limit for import supply was increased to reflect the 
potential for greater supply responsiveness from total imports than from only 
non-VRA imports. 
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estimates the effects of removing the 4 percent tariff from non-VRA 
imports .. ~lthou~h~ the individu_al .,.effects_ of both exercises are not necessarily 
additive, their sum p·resents a reasonable high estimate of the effects on the 
industry of terminating the .4 percent' 201 tariff concurrent with a 
deterioration of the VRA regime. · 

Imports from countries that currently have VRA's increased or remained 
fairly steady from ~982 to 1986. Imports of stainless steel sheet and ·strip 
from countries that current.ly include those products i'n their VRA's increased 
from 74,549 tons, or 11.4 percent of consumption~ in 1982 to 124,932 tons, or 
14.9 percent of consum~tion, in 1986. Import~ of stainles~ steel plate from 
countries that currently have VRA's increased absolutely from 12,052 tons in 
1982 to 13,714 tons in 1~86, but declined as a share of consumption from 11.3 
percent to 10. 2 percent from· in· 1982 to 86. 

Stainless steel plate.~It appears that VRA's may ha~e restricted 
VRA imports of stainles·s steel plate by approximately 1.1 percent from pre-VRA· ;_ 
lev~l~ of 1982 .. The following se~tion ex~lores the effects on the st~inles~ 
steel'plate industry of a possible increase in VRA imports to their 1982 
m~rket share ( 11. 3 percent) should the· VRA-coverage of plate. deteriorate. 

The estimated effects on the industry of a~ erosion. of the VRA's that 
would allow imports from countries that currently have VRA's to increase to 
their market ·share in 1982 is presented in table G-9. As VRA imports 
increase, the range of elasticity estimates used here· results in a VRA -import 
price decline of 2 to 7 percent. As import sales displace producers'. 
shipments, producers' prices are expected ·to decline by less than 1 percent as 
a result of the erosion of VRA's in either elasticity case. Production would 
fall by an additional 857 to 935 tons, or by nearly 1 percent from the actual 
1986 production level. Depending primarily on the extent to which domestic 
and import prices would fall, domestic producers 1 sales rev.enue is estimated 
to decline by an additional $196,000 to $607,000, or by les~ than 0.5 percent 
of actual 1986 sales revenue. Estimates of additional de.clines in employment 
producing stainless steel plate are 8 to 9 jobs. During the period of import 
reli_ef, the average number of production and related workers producing 
stainless steel plate declined from 1,208 workers in 1983 to 1,139 workers in 
1986, or by 69 workers. As a result of lower prices for stainless steel 
plate, consumption is expected to increase by approximately 656 to 722 tons. 

· The combined probable effects on stainless steel plate of a termination 
of the 4 percent tariff and an end to VRA-coverage for these products is 
summariZed ii1 table G-io. · · 

Stainle;s steel sheet and.strip.~Imports of stainless steel sheet 
and strip from countries ·that currently incfude those products in their VRA's· 
increased from 74,549 tons, or 11.4 percent of consumption, in 1982 to 124,932 · 
tons or 14.9 p~rtent of consumption, 'in i986. Because VRA imports of sheet 
and stri~ ha~e·nev~t ·~een highet, it ·is ~ifficult to ~re~itt_~~ what le~el 
they ·would be.in the abp~n~e of ~01 ~elie~ and.VRA's. ·Ari alternate but 
analago~s approach tq inc~easirig imports to the histotic highs of 1982, which 
was possible for bar, wire' rod, and'alloy tool steel, is to increase imports 
of stainless steel sheet' and' strip to the maximum potential that has been 
observed. This is the best ayailable indication of what foreign industries 
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Table G-9 
Stainless steel plate: Estimated effects of removing VRA's on import and 
domestic prices, domestic production, and employment for stainless steel plate 
from their 1986 levels 

Actual 1986 data: 
Domestic shipments (quantity in net tons) .. . 
Domestic shipments (value in dollars) ...... . 
VRA imports (quantity in net tons) ......... . 
Apparent consumption do .................... . 

Present level used in model: 
Domestic shipments (quantity in net tons) .. . 
D'omestic shipments (value in dollars) ...... . 
VRA imports (quantity in net tons} ......... . 
Apparent consumption 
(quantity in net tons) .................. ·~··. 

VRA removal results: .!/ 

Assumed return to 1982 market shares 
·vRA imports 

(quantity in net tons)?._/ ............... . 
Domestic shipments 
.. do ?:,/ .................................. . 

Other results 
Percent decrease in import price ........... . 
Percent decrease in domestic price ......... . 

Decrease in domestic 
production ................ do ............. . 

Producers loss in 
sales volume (dollars) ................... . 

Decrease in employment (jobs) .............. . 

118,271 
$245,973,000 

13 '714 
134,799 

Low-elasticity 
estimate 

118,237: 
$246,542,374 

13 '714. 

134,765 

1'5,310 

118 '237 

6.7 
0.2 

857 

$606,726 

8 

High-elasticity 
estimate 

118,303 
$246,267,346 

.13 ,-714. 

15,310 

1'18' 303 

1.9 
0.1 

935 

$195,638 

9 

.!/For the low elasticity estimate, staff estimated the effects of terminating 
the quota by eliminating an equivalent additional tariff of roughly 9 
percent. For the high elasticity estimate, staff estimated the effects of 
terminating the quota by terminating an equivalent additional tariff of 
roughly 2 percent. 
~/ Staff assumed that VRA imports would return to approximately their 1982 
market share of consumption in 1986, that non-VRA imports would remain at 
their 1986 level of 2,814 tons, and that domestic shipments were the residual 
amount of consumption in 1986. Total apparent consumption in 1986, on which 
these shares were based, was adjusted upward slightly .to reflect the increase 
in consumption occurring in response to a removal of the VRA's. Subsequently, 
the model produced a level of consumption during the period of import relief 
that corresponds closely to actual 1986 consumption. 
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Table G-10 
Stainless steel plate: Total estimated effects of a termination of the 4 
perc.ent additional tariff on non-VRA imports and a deterioration of 
VRA~coverage for imports currently covered by VRA's import and domestic 
price.s, domestic production, employment., and imports for stainless steel plate 
from their 1986 levels 

Present level: 
Total impo-rts (quantity in net tons) ....... ~ 16,528 

Combined results: 
- -

Tota.I impor:ts .(quantity. in net tons) .. . 
Increase in imports (percent) ......... ·. 

Decrease- ,in domesti_c production: 
(quantity in net tons) ... :.::,, ..... . 
(percent) ............. ·: ... -. ..... · .. -.. . 

Produc.ers loss in sales -volume: 

LotArelastici ty 
estimate 

·18,274 
10.5'X. 

911 
. -0. 8'X. · -

(dollars) ............................. $687, 678 
(percent). . . . . . . . . . . . . . . . . . . . . . . . .. . . . . 0. 3'X.-. 

Decrease in employment: 
(jobs.) ...... ·· .................... · · ·: · 
(percent) ..................... ~ ...... . 

9 
0.8'X. 

High-elasticity 
estimate 

18,667·: 
12.9'X. 

1,397 
· 1.-rx. 

$292,376 
0 .. 1 'X. 

- 13 ·· 
1 . l'X. . 

can supply in ~he absence of specific data on foreign capacity and production 
of these products. An approximation of this potential, represented by the 
volume of imports in 1986, is discussed in the report section on import data 
as a surge of shipments in anticipation of VRA's. If the full surge in VRA 
imports did not enter commerce in 1986, then consumption may be overstated in . 
1986, while importers have demonstrated an ability to increase VRA imports to 
a market sh~re higher than 14.9 percent. This level of imports as a share of 
U.S .. consumption in 1986 adjusted for this artificially high level of imports 
could be used as a benchmark approximation of the maximum potential share in a 
completely free market. Assuming that the full surge of 35,000 tons did not 
enter commerce, then VRA imports of 124,932 tons in 1986 would account for 
15.5 percent of real consumption. Whether this share could be maintained by 
imports of this magnitude or U.S. consumption would be as low as adjusted 
under the ci_rcumstances is of course problematic. !/ 
---'------·-----
!/ There are numerous other complications such as how well 1986 imports 

·represent annual supply potential because VRA negotiations extended over more. -
than a year, 201 duties were paid on these imports which must be offset 
against the apparent incentives to land goods before VRA controls, 
availabitity of increased levels of imports had some positive consumption 
effects in 1986 and the ratio is o.verstated accordingly, etc. 
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The following section explores the effects on the stainless steel sheet 
and strip industry o~ an increase in VRA imports to their highest constructed 
market share (15.5 percent) should the VRA-coverage of sheet and strip plate 
collapse (table G-11). After the effects of removing the VRA's are estimated 
below, these effects .are considered together with the earlier.analysis of the 
effects of removing the 4 percent tariff from non-VRA imports (table G-12). 

As the supply of VRA imports increases, given the range of elasticity 
estimates, VRA import prices decline from 1 to 2 percent. As import sales 
displace producers' shipments, producers' prices are expected to decline by 
less than 1 percent as a result of the erosion of VRA's in either elasticity 
case. Production would fall by an additional 3,363 to 3,743 tons, or by less 
than 1 percent from the actual 1986 production level. Depending primarily on 
the extent to which domestic and import prices fall, domestic producers' sales 
revenue is estimated to decline by an additional $0.6 million to $2.0 million, 
or by less than 0.5 percent of actual 1986 sales revenue. Estimates of 
additional declines in employment producing stainless steel sheet and strip 
are 19 to 21 jobs. During the period of import relief, the average number of 
production and related workers producing stainless steel sheet and strip 
declined from 5,508 workers in 1983 to 4,012 workers in 1986, or by 1,496 
workers. As a result of lower prices for stainless steel shee~ and strip, 
consumption is expected to increase by an additional 1,693 to 2,006 tons. 

The combined probable effects on stainless steel sheet and strip of a 
termination of the 4 percent tariff and an end to VRA-coverage for these 
products are summarized in table G-12. 

Second method for flat-,rolled products. -The second approach to estimat·e 
the ranges of probable economic effects is based on the fact that section 201 
tariffs were in place on most flat products from late 1983 through early 
1986. During that time, USTR conducted negotiations with most of the major 
foreign suppliers of specialty steel. With the major exceptions of Canada, 
Taiwan, Finland, and Sweden, agreements were reached that would restrict 
imports .to particular market shares. The VRA's that covered imports from the 
EC, Japan, and Korea went into effect in the second quarter of.1986. 

Prior to the completion of th~~se VRA' s, there was a surge·· of imports that 
appeared to be in anticipation of the impending quantitative restraints. 
Imports from the EC and Korea in the first quarter of _1986 totaled 54 percent 
of total 1986 flat-rolled imports. It is reasonable to assume that that surge 
represents orders from U.S. consumers of these products for m·uch of 1986, and 
that these consumers were willing to pay the costs associated with early 
importation when faced with impending quotas. It is also reasonable to assume 
that in order to meet these orders, foreign suppliers may have diverted their 
capacity from filling orders for other foreign or domestic markets to filling 
orders from the United States. If these assumptions are valid, it is possible 
that the VRA's had little overall effect on total 1986 imports despite having 
been implemented early in the year. !/ If true, then the section 201 tariffs 
on these products were actually the operative restraints·on imports during 
1986. Accordingly, the approach below assumes that the VRA's were not 

!/ Implicit in this scenario is that imports would have been at the ·same 
'record high level in the absence of the VRA's, and that the imports making up 
the surge actually entered commerce in the United States during 1986. 
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Table G-11 
Stainless steel ·sheet and strip: Estimated effects of removing VRA' s on 
import and domestic prices, domestic production, and employment for stainless 
steel sheet and strip from their~l986 levels 

Actual 1986 data: 
Domestic shipments (quantity in net tons) .. . 
Domestic shipments (value in dollars).~ .... . 
VRA imports (quantity in net tons) .... , .... . 
Apparent consumption do .................... . 
VRA imports (percent of actual consumption). 

Consumption in 1986 (less import ~urge 
of 35,000 tons (quantity in net tons) ..... . 

Resulting market share of imports (percent) .. . 

688,452 
$1,193,236,000 

124,932 
839,389 

14:9 

804,689 
15.5 

Low-elasticity· High-elasticity 
estimate estimate 

Present level used in model: 
Domestic shipments (quantity in net tons). . . 688, 346 
Domestic shipments (value, in dollars) ....... $1,194,910,847 
VRA imports (quantity in net tons) ........ ~·. 124,932 
Apparent consumption . . 
(quantity in net tons) .... · ... .' ..... :........ 839,283 

VRA removal results_: JJ 

Assumed return to highest market share 
VRA imports 

(quantity in net tons) l/ ............... . 
Domestic shipments ... do it ......... ~ ..... . 

Other results 
Percent decrease in import price .......... :. 
Percent d~crease in domestic price ......... . 

Decrease in domestic 
production ................ do ........... ; .. 

Producers loss in 
sales volume (dollars) ................... . 

Decrease in employment·(jobs) .............. . 

I 

130,400 
684,884 

2.5 
0.2 

3,363 

$2,001,374 
19 

688,659. 
$1,194,102i489 

124,932 -

839,596 

130,400 
684,884 

0.7 
0.1 

3,743 

$654,323 
21 

J/For the low elasticity estimate, staff estimated the effects of terminating 
the quota by eliminating an equivalent additional tariff of roughly 3 
percent. For the high elasticity estimate, staff estimated the effects of 

. terminating the quota by terminating an equivalent additional tariff of 
roughly 0.9 percent. 
'fl Staff assumed that VRA imports would return to their highest market share ._. 
of 15.5 percent, assuming that consumption in 1986 is overstated by the amount·:<· 
of the import surge. Non-VRA impOrts were held constant at their 1986 level° ··. 

·of 26,005 tons. Domestic shipments were the residual amount of consumption in 
1986. Total apparent consumption in 1986, on which these shares were based, 
was adj.usted upward slightly to reflect the increase in consumption occurring 
in response to a removal of the VRA's. Subsequently, the model produced a· 
level of consumption during the period of import relief that corresponds 
closely to actual 1986 consumption. 
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Table G-12 
Stainless steel sheet and strip: Total estimated effects of a termination of 
the 4 percent additional tariff on non-VRA imports and a deterioration of 
VRA-coverage for imports currently covered by VRA's import and domestic 
prices, domestic production, employment, and imports for stainless steel plate 
from their 1986 levels 

Present level: 
Total imports (quantity in net tons) ....... . 150,937 

Low-elasticity 
·estimate 

Combined results: 

Total imports (quantity in net tons) .. . 
Increase in imports (percent) ......... . 

Decrease in domestic production: 
(quantity in net tons) ............... ; 
(percent) ........................... . 

Producers foss in sales volume: 

152, 32·4 
0.9'1. 

4,.349 
0.6'1. 

(dollars) ........................... $2, 587, 762 
(percent)............................. 0.2'1. 

Decrease in employment: 
(jobs) ................................ . 
(percent) ............................ . 

24 
0.6'1. 

High-elasticity 
estimate 

155,950 
3.3% 

7·,752 
1. l 'I. 

$1,355,044 
0.1'1. 

41 
1. 0'1. 

effective during the year (or alternatively that the VRA's and tariffs were 
exactly equal in their effects and self-supporting) and that the effects of 
termination of the VRA's concurrent with termination of 201 relief can be 
shown by removing the tariff alone (on total imports in 1986). !/ 

Stainless steel sheet and strip.~Estimates of the probable economic 
effect of removing the 4 percent 201 tariff from total imports of sheet and 
strip are presented in table G-13. In response to a decrease in the tariff, 
importers are expected to pass through most of the tariff reduction to 
consumers. As importers' sales displace domestic shipments, total imports are 
expected to increase by 8,051 to 31,347 tons, or by 5 to 21 percent. ·Declines 
in producers' shipments result in an estimated decline in production of 5,246 
to 22,953 net tons, or 0.7 to 3.3 percent of 1986 production of stainless 

!/The following ranges of elasticity estimates were used in the model: 
aggregate demand -.3 to -.7, domestic demand -1 to -5, domestic supply 3 to 
10, import demand -2 to -8, and import supply 10 to 5Q. For the purpose of 
this analysis, the upper limit for import supply· was increased to reflect the 
potential for greater supply responsiveness from total imports than from only 
non-VRA imports. 
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Table G-13 
Stainless steel.sheet.and strip: Estimated effects of terminating the 4 
percent additional tariff on import ·and domestic prices, domestic production, 
emplojment, and total imptirts for stainless ~teel she~t and·strip from their 
1986 levels 

Present level: .. ·. 

Domestic shipments (quantity in net tons) .. ; . 688, 452 
Domestic shipments (~alue in dollars) ... :~ .;.$1,193,236,000 -
Total imports (quantity in net tons)......... 150,937 .. . 

. Tariff reduction results: 
Percent decrease in import.price ..... . 
Percent decr~ase in domestic price~,.~· 

Lo~elasticity 
estimate . 

3.0 
0:3 

Total imports (quantity in net .tons.). . 158, 988 
Domestic shipments ...... -. ... do .. ,'"... 603,050 
D~crease in dcime-stic 

production ................ do. . . . . . . . - . 5·, 246. 
Producers loss in · .. 

:s·ales volume (dollars) .............. $3,117,579 

Decrease.in employment (jobs) ........ . 30 

High-elasticity. 
· · estimate ·: 

3.1. 
. ·~-: 

.C>. 3 

182,28.4 
665;295 

22,953 

-
$4,010,461 

131 

steel sheet and strip. Domestic producers• prices decline by approximately 
0.3 percent.· Sales revenue;lost·by domestic producers is approximately $3.1 
million to $4.0 million, for a decline of approximately 0.3 percent from 1986 
sales revenue. Estimates of d·eclines'· in employment producing stainless steel 
sheet and strip are 30 to 131 jobs. During the period of import relief, the 
average number of production and related workers producing stainless steel 
sheet and strip fell from 5,580 workers in 1983 to 4,012 workers in 1986, or 
by 1,568 workers. In response to the lower prices, net consumption of the 
U.S.-produced and imported sheet and strip could increase by 2,649 to 8,191 
tons if the additional tariff is terminated and VRA's are no longer 
effective. 

Staihless steel plate.~Estimates of the probable economic effect of 
removing the 4 percent 201 tariff from total imports of plate are presented in 
table G-14. In response to a decrease in the tariff, importers are expected 
to pass through most of the tariff reduction to consumers. As importers' 
sales displace domestic shipments, total imports are expected to increase by 
882 to 3,436 tons, or by 5 to 21 percent. Declines in producers' shipments 
result in an estimated decline in production of 525 to 2,282 net tons, or 0.4 
to 1.8 percent of 1986 production of stainless steel plate. Domestic 
producers' prices decline by approximately 0.2 percent. Sales revenue lost by 
domestic producers is approximately $371,000 to $477,000, for a decline of 
approximately 0.2 percent from 1986 sales revenue. Estimates of declines in 
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Table G-14 
Stainless steel plate: Estimated effects of terminating the 4 percent 
additional tariff on ·import and domestic prices, domestic production, 
employment, and total imports for stainless steel plate from their 1986 levels 

--··---- ----· ----------·-----· ·-------------
Present level: 

Domestic shipments ,(quantity in net tons).... 118,271 
Domestic shipments (value in dollars) ......... $245,973,000 
Total imports (quantity in net tons)......... 16,528 

Tariff reduction results: 

Low-elasticity 
estimate 

Percent decrease in import price ............. 3.0 
Percent decrease in domestic price ........... 0.2 

Total imports (quantity in net tons) ...... 17,410 
Domestic shipments .......... do ........... 117,736 
Decrease in domestic 

production ................ do ............... 525 
Producers loss in 

sales volume (dollars) ................ $370,916 
Decrease in employment (jobs) .................. 5 

High-elasticity 
estimate 

3.1 
0.2 

19,964 
115, 976 

2,282 

$477I105 
21 

employment producing stainless steel plate are 5 to 21 jobs. During the 
period of import relief, the average number of production and related workers 
producing stainless steel plate fell from l,208 workers in 1983 to l,139 
workers in 1986, or by 69 workers. In response to the lower prices, net 
consumption of the U.S. produced and imported plate could incr~ase by 347 to 
1,141 tons if the additional tariff is terminated and VRA's are no longer 
effective. 
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APPENDIX H 

SUMMARY OF EXEMPTED PRODUCTS 
AND REQUESTS FOR EXEMPTIONS 
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R~~oi:_]_lade Stetl - This is a stainless steel strip product imported 
under TSUSA item number 608.2600. It is defined as stainless steel strip not 
over 0.010 inches in thickness and not over 0.9 inch in width, containing by 
weight not less than 11.5 percent and not over 14.7 percent chromium, 
certified at the time of entry to be used in the manufacture of razor blades. 

Imports of razor blade steel declined steadily from 785 short tons in 1983 
to 633 short tons in 1986, a drop of 19 percent. Principal sources of the 
imports were Japan (66 percent), Sweden (17 percent), and the United Kingdom 
(6 percent). 

In investigation No. TA-201-5, the Commission noted that razor blade steel 
was not produced domestically and the President did not include razor blade 
steel in the import restrictions announced in proclamation No. 4445 (June 11, 
1976). In TA·-201-48, the Commission once again noted that razor blade steel 
was not produced domestically and found that razor blade steel should be 
exempted from any relief. It was exempted by the President from relief 
granted in July 1983. 

Domestic producers argue that although no domestic firms are currently 
producing razor blade steel, a number of firms are capable of doing so and 
would if it became economically feasible to resume such production; 

_Chip.P._g_r.:J<nife ~t..~-~1 - Chipper knife steel is provide.d for in items 
606.9300, 606.9400, 607.3405, 607.5405, 607.7205, 607.8805, 608.3405, 
608.4905, and 608.6405. This product is used to make chipper knives which are 
used in machines designed to chip wood into pulp and wood. 

Imports of chipp{ff knife steel (items 606.93 and 606.94) .!/ increased from 
1,914 tons in 1983 to 3,468 tons in 1984 then declined to 2,710 tons in 1985 
and 2,759 tons in 1986. Major sources of chipper knife steel in 1986 were 
Sweden (44 percent), West Germany (19 percent), Austria (16 percent), Japan 
( 12 percent) and Italy (9 percent). 

Imports of chipper knife steel were subject to quota restrictions in 
accordance with Presidential Proclamation 4455 (June 11, 1976). Consistent 
with the Commission's finding in investigation No. TA-203-3, the President 
issued Proclamation 4459 (April 5, 1978) modifying the import relief so as to 
exclude chipper knife and band saw steel from the quotas on alloy tool steel. 

In investigation No. TA-201-48 the Commission noted that production of 
chipper knife steel by U.S. producers was very small and advised the President 
that chipper knife steel should be exempted from any relief. This product was 
subsequently exempted from the current relief announced in Proclamation 5074. 

In a brief submitt;{~d in the present proceeding three of the largest 
producers of wood chipping knives, Hamnaco Knives and Saws, Michigan Knife 
Co., and Pacific Hoe, Saw & Knife Co. contend that there is no U.S. producer 
of chipper knife steel. 

Counsel for the U.S. industry contends that at least 5 U.S. producers have 
the capacity to produce chipper knife steel on their current facilities . 

.!T··--=ri1ese._ft.ems-·-c0·11t-a i n-··0-r1T.Y.impo.rt··5····-,;"f-ci1Tpp·e·r-i<nif~~--stee1-. -=r119--·othe r-;;:v·e-ri-
TsusA numbers provided for both chipper knife and band saw steel. Imports 
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Band Saw Steel -- Band saw steel is provided for in TSUSA items 606.9520, 
606.9525, 606.3405, 607~5405; 607.7205, 607.8805, 608.3405, 608.4905, ·and 
608.6405. It is used to produce metal~cutting blades for band saws. These 
saws are. used by machine shops and metal fabricators to cut semi finished metal 
products to a fini.shed size. Imports of band saw steel (TSUSA items 606.9520 
and 606.9525) ll went from 8 tons in 1983 to 6 tons in 1984 then increased to 
52 toQs . in 1985.. There were no imports in 1_986. The major sources of imports 
in 1985 were.the United Kingdom (54 percent) and the Netherlands (23 percen~j~ 

Band saw steel was exempted from· relief by the President in Proclamation 
4459 (April 5, .1978), following advice from the Commission. In. investigation 
TA-201-48 the Commission once again advised the President that band saw steel 
be exempted from any relief, and it was exempted from the relief granted in 
July 1983 . 

. Counsel for petitioners contend·that a number of domestic producers are 
capable of producing band saw strip steel . 

.. 
Cladding Grade 434 Sheet - Cladding grade 434 s.tainless steel sheet is 

used to clad aluminum. It is provided for in TSUSA item 607.9020 and is 
imported from France and used by Texas Instruments, Inc. in the production 
stainless-steel-clad aluminum strip for use in automotive trim. The· 
specifications of the imported product are as follows: 

Stainless ste~l sheet not under 0.055 inch and not over 0.065 inch in 

o.f. 

-thickness, not under 25.5 inches and not over 26.25 inches in width, which 
contains in addition to· iron, each of the following.elements by weight in 
the amounts spetified and which is certified at the time of entry to be 
imported for use in the manufacture of stainless-steel-clad aluminum 
automotive trim. 

carbon: none, or·not more than 0.12 percent; 
Chromium:. not less than 16 percent nor more than 18 percent; 
Molybdenum: Not .less than 0. 75 percent nor niore than 1.25 percent. 

Cladding grade 434 stainless steel sheet was exempted from the relief 
announced by the President in Proclamation 5074 (July 1983). At that time 
there were no .U_.S. producers of the product. 

Texas Instruments, the only known domestic purchaser of this product, 
reports that there are only two sources of the· product in the world, one in 
France, and one in the U.S. (Cashocton) and that the sole U.S. supplier of 
this product is not able to satisfy all of Texas Instruments' requirements. 

Counsel for the domestic industry contends that there is another U.S. 
producer (Allegheny Ludlum) capable of producing cladding grade 434 sheet to 
TI specification but is not currently. producing because of unfavorable pricing. 

Stainless Steel Cold Rolled Sheets Over 71 Inches Wide - Stainless steel 
cold rolled sheets over 71 inches wide are produced by Avesta in Sweden. 
Avesta claims· to be the only steel producer in the world capable of 
continuously cold rolling stainless steel sheets to over 60 inches wide. 
Avesta reports that imports of sheet in this width accounts for 2 percent or 
less of total U.S. imports of sheet from all sources. This product was 
exempted by the President from the relief granted in Proclamation 5074 (July 
1983). 

~/ These items contain only imports of band saw steel. See footnote 1 on 
page 1. 
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Counsel for petitioners state that while capacity to produce wide cold 
rolled sheets exists in the U.S.; it is believed that little or no material 
has been produced domestically in the past several years. they contend that 
the market .for sheet ·of this width is limited (approximately io tons a year); 
the concern is that the material can be slit into narrower widths. 

Grades 254 SMO and 253 MA (all forms) - These two grades· are ·patented in 
the United States by Avesta. Grade 254 SMO is "a· super austeiii tic stainless 
steel which resists pitting and crevice corrosion while resisting general 
corrosion." Grade 253 MA is "an austenitic stainless steel developed to 
provide exceptional oxidation resistance and high strength for elevated 
temperature service." Counsel for Avesta claim there are no U.S. produced 
alloys directly substitutable for these grades. They were exempted by the 
President from the relief granted in Proclamation 5074. 

Counsel for the domestic industry claim that there are u.~. producers who 
produce grades directly substitutable with these grades. Allegheny Ludlum 
patented grade AL-6XN competes directly with grade 254 SMO. There are also 
several U.S. producers of commercial substitutes for grade 253 MA. 

Stainless Flapp~r Valve Steel - This is a stainless steel strip product 
not over 0.05 inch in thickness, certified by the importer of record or the 
ultimate consigner at the time of entry, for use in the manufacture of 
stainless steel flapper valves for compressors. 

This product was exempted from the relief granted by the President .in July 
1983. Counsel for the domestic industry reports that domesti~ stainless ~teel 
producers produce material meeting the specifications of stainless flapper 
valve steel. 

Rotor Steel for Hysteresis Motors - This is a tool steel strip not over 
0.05 inch in thickness containing by weight not less than 0.05 percent carbon 
and not less than 5.5 percent tungsten, certified by the importer of record or 
the ultimate consigner at the time of entry for use in the manufacture of 
rotor rings on cups for hysteresis motors. 

There are no known U.S. producers of this product; however counsel for the 
U.S. industry report that a number of producers are capable of making this 
product. 

Additional Products for Which Exemptions Have Been Reported: 

In addition to the products already exempted under the current 201 relief, 
a number of parties to this investigation have also requested exemptions for 
other products. These are listed below: 

Iron - Chromium Aluminum Resistance Heating Alloys (FeCrAl) 
Stainless-Lummis Strip Steel 
Stainless - Surgical Knife Steel 
Butcher Band Steel 
Stainless Wire Rod - for bare wire and electrode manufacturing 
Continuously cold-rolled KBR Plate - which is great~r than 71 inches 
Two ty.pes of moldsteels: (1) forged alloy tool steel products of circular 

cross section of diameter greater or equal to 811 length and of length at 
least 3 times the diameter; and (2) forged alloy tool steel products of 
rectangular cross section of thickness greater or equal to 4", by·a 
width. 
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All of the requested exemptions were based on the contention that the 
products in question were either not produced in the United States or were not 
available in the quantities or qualities necessary to meet domestic demand 
or,in the case of the inold steel products, that demand was increasing in the 
U.S. and the _imports would not injure the U.S. producers. 

. Counsel for the domestic producers have responded that U.S." producers have 
the capability to produce all of these products, and currently produce many of 
them. The only exception is the continuously cold-rolled KBR plate in 71 inch 
widths. The U.S. industry alleges they produce plates which are "identical to 
the Swedish KBR plate, in all respects but width. 11 








