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Notes

Chapter 1

1. Difference of average import value of hot-rolled products between 1997 and 1998. See U.S. International Trade
Commission (ITC) dataweb available from http://dataweb.usitc.gov; Internet.

2. Because this report focuses on these four countries, potentially market-distorting trade practices of other
countries are not discussed in depth.

3. OECD Report from the Directorate for Science, Technology, and Industry Steel Committee: Developments in
World Steel-Making Capacity, November 3, 1999; Peter F. Marcus and Karlis M. Kirsis, World Steel Dynamics, Core
Report MMM (September, 1999); “World-Trade Ideals vs. Political Realities,” speech of James F. Collins, advisor to
the Steel Manufacturers Association, as reported in New Steel, January 1999, available from http://
www.newsteel.com; Internet, accessed on August 31, 1999; “UN/ECE Warns of a Potential World Overcapacity Build
Up in Steel,” April 8, 1997 press release available from the UN/ECE Web site http://www.unece.org; Internet, accessed
on September 1, 1999; MITI, Interim Report of the Forum on Structural Problems Related to the Basic Materials
Industries (June 1999), Chapter 1, Section 1.1; “Approach Used to Establish and Monitor Conditions for Financial
Assistance,” International Monetary Fund, Letter Report, June 22, 1999, GAO/GGD/NSIAD-99–168, available from
U.S. Government Printing Office Web site http://www.gpo.ucop.edu; Internet, accessed on September 14, 1999. Other
industry experts have also concluded that there is overcapacity in the global steel industry. In their recent report on
the Russian economy, the McKinsey Global Institute states: “In the 1970s and 1980s, Japan and Europe undertook
aggressive capacity expansion even though their domestic consumption did not grow. Along with this, the breakup
of the Soviet Union led to a rapid decrease in demand in the early 1990s. These factors have led to continuing world
overcapacity in steel production.” In an accompanying graph, the difference between world capacity and world
consumption is approximately 200 million MT. See McKinsey Global Institute, “Unlocking economic growth in
Russia,” Steel Section at 4 and exhibit 11. Gordon Geiger, a consultant with T.P. McNulty and Associates, also
estimates overcapacity in the 200 million MT range. See “Steel Mill of the Future,” New Steel, January 2000. Finally,
according to Ed Yardeni, chief economist and managing director of Deutsche Bank Securities North America,
“companies that are kept alive by trade protectionism or subsidies” have caused overcapacity in the steel industry.
See “Prospering in the Digital Age,” New Steel, July 1999. One source that raises a question as to the accuracy of
some of the reported capacity figures is Charles A. Bradford, “International Steel Industry Seen Heading Up,”
International Steel Special Issue of American Metal Market, October 4, 1998, available from http://www.amm.com;
Internet, accessed on October 7, 1999. Please note that dates of New Steel and American Metal Market articles cited
may not correspond to dates of publication in printed versions.

4. The ruble depreciation occurred in August 1998. Given the approximate three to four month time frame between
orders and delivery in the United States, it seems unlikely that Russian producers could have accounted for the
depreciation before shipments of hot-rolled steel—Russia’s main steel export during the crisis—to the U.S. virtually
ceased in December 1998. Moreover, in interviews for this report, steel analysts and Russian producers did not cite
the ruble’s devaluation as having an impact on Russian producers’ pricing practices during the crisis. This stands in
stark contrast to the other three major exporting countries—Japan, Brazil, and Korea—where the depreciation in



188  Global Steel Trade: Structural Problems and Future Solutions

those countries were commonly mentioned as having had an effect.
5. At the time of the Asian financial crisis, ITA monitored imports other than steel  from the affected countries

and found few instances of what could be termed surges.
6. In many of the 1992 dumping and countervailing duty cases, the ITC found that the U.S. steel industry had not

been injured by steel imports. Regarding the four Section 201cases, the ITC made affirmative recommendations in all
four proceedings. In three of the four, the President imposed relief. In the fourth, the President opted instead for the
voluntary restraint agreement program, which covered a broad range of steel products from numerous countries.

7. United States Trade Representative, 2000 National Trade Estimate Report on Foreign Trade Barriers
(Washington, 2000), 195–197.

8. A number of articles in May and June 2000 have noted that price hikes may not hold and that prices are
softening: “Another Surge of Imports?” New Steel, May 2000, accessed on May 23, 2000; “U.S. HR Coil Import Prices
Slipping,” Metal Bulletin, May 9, 2000; “Rate Increases Slow Steel Industry More Than Forecast,” Wall Street
Journal, June 5, 2000, B4; “Stock Correction Weakens U.S. Steel Prices,” Metal Bulletin, June 13, 2000; “Tags Slide
as Sheet Buyers Bite Back,” American Metal Market, June 19, 2000; and “Rush to Destock Dents Stainless Prices,”
American Metal Market, June 21, 2000. Please note that dates of Metal Bulletin articles cited may not correspond to
dates of publication in printed versions of Metal Bulletin.

Chapter 2

1. Import Penetration: During the first three months of 1998, import penetration stayed near 20 percent. By
November 1998, import penetration had climbed to 33 percent. American Iron and Steel Institute (AISI) (Washington
D.C.) available from http://www.steel.org; Internet.

Domestic Shipments: Domestic shipments in the second half of 1998, fell 11 percent compared to first half 1998
levels and were down 9 percent compared to the same period in 1997. Because the effect of the import increases did
not occur until the second half of 1998, continuing into 1999, domestic shipments in 1998 only fell 2 percent compared
to 1997. Comparing the period, July 1998 through June 1999, to the period, July 1997 through June 1998 shows an 8
percent drop in domestic shipments. AISI.

Capacity Utilization: During the first four months of 1998, capacity utilization rates were at or above 90 percent.
By November 1998, capacity utilization had fallen below 75 percent. AISI. Capacity utilization rates for a number of
specific products sectors show similar sharp declines in capacity utilization rates during the crisis. For example, the
information contained in the ITC reports shows a decline in capacity utilization (based on 1997 to 1998 comparisons
for hot-rolled steel and most recent semiannual period comparisons to the same period in the prior year for all other
products) of 5 percent for hot-rolled steel, 20 percent for cut-to-length plate, 23 percent for structural beams, 32–36
percent for circular seamless stainless hollow products, and 44 percent for small diameter seamless carbon and alloy
steel pipe. ITC, Certain Hot-rolled Steel Products from Japan, Publication no. 3202 (Washington D.C., June 1999), C-
4. ITC, Certain Cut-to-length Steel Plate from France, India, Indonesia, Italy, Japan and Korea, Publication no.
3273 (Washington D.C., January 2000), C-4. ITC, Certain Structural Steel Beams from Germany, Japan, Korea and
Spain, Publication no. 3225 (Washington D.C., September 1999), C-4. ITC, Circular Seamless Stainless Steel Hollow
Products from Japan, Publication no. 3262 (Washington D.C., December 1999), C-5, C-9. ITC, Certain Seamless
Carbon and Alloy Steel Standard, Line and Pressure Pipe from Czech Republic, Japan, Mexico, Romania and
South Africa, Publication no. 3221 (Washington D.C., August 1999), C-4.

2. Craig Woker, “The Imports Battle: Retreat or Charge Ahead?” New Steel, February 1999. Hereinafter, all New
Steel articles are available from http://www.newsteel.com; Internet. Please note that dates of New Steel articles cited
may not correspond to dates of publication in printed versions of New Steel. Figures in net tons were converted to
metric.

3. Id.
4. President and CEO of Northwestern Steel Fred Rocchio, discussions between Department of Commerce

officials and representatives of the management and workers of Acme and Northwest Steel, and the communities of
Riverdale and Sterling, Illinois, “Town Hall Meeting” at Acme Steel, March 29, 2000, Riverdale, Illinois.

5. President & CEO of Acme Metals Steve Bennett and President of Acme Steel Jim Howell, conversation with
Department of Commerce officials, “Town Hall Meeting” March 29, 2000, Riverdale, Illinois.

6. Information on 1998 job losses in the steel industry varies. A January to January comparison of steel
employment as measured by the Bureau of Labor Statistics (BLS) based on June 2, 2000, revised survey data for SIC
331, shows a decline of 6,600 employees in 1998. Steel employment, as measured by AISI (based on a survey of its
membership which does not include most mini-mills or specialty steel producers), fell by 8,600 employees in 1998. BLS
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massive layoff data shows 9,550 employees laid off at steel firms in 1998. Massive layoff data does not include
layoffs of less than 50 employees or layoffs lasting less than one month.

7. Michael Grunwald, “PA Steel Industry Endures Fiery Blast from Offshore; Leaner, Restructured Plant Still
Undercut, Paralyzed by Imports,” The Washington Post, December 18, 1998, A3.

8. “Steelmakers Continue Layoffs and Capacity Reductions,” New Steel, December 1998 (Bethlehem Steel
layoffs). Conversation with personnel office at Northwestern Steel (Northwestern layoffs).

9. Heather J. Maher, “The Unkindest Cut,” ABC News.com, accessed on December 4, 1998.
10. Steel User’s Box. Figures on semifinished imports based on Census data. Virtually all imports of semifinished

steel is imported for use by U.S. steel companies to manufacture finished steel products.
11. Steel Worker’s Box. Employment figures based on BLS data (SIC 331). Demand based on AISI data.
12. Although 1997 was a record year for imports, import penetration only rose slightly because of the strong

demand in the U.S. market.
13. Although overall imports from Brazil decreased in 1998, imports of certain products, such as hot-rolled and

cold-rolled steel, did increase, and Brazil played an important role with respect to prices in the U.S. market.
14. Chris Adams, “Rising Imports distress U.S. Steelmakers, Industry May Hasten Complaints Against Japan,

Russia,” Wall Street Journal, September 8, 1998, A2.
15. Although predictions regarding U.S. import levels and U.S. import penetration were varied, many analysts

believed that U.S. imports would fall in 1998, a belief that continued into 1998.
Organization for Economic Cooperation and Development, The Steel Market in 1997 and the Outlook for 1998

and 1999 (Paris, 1998), 13. The OECD Outlook for 1998 concluded that, “In the United States, net steel imports
should fall by about 10 percent, since the additional capacity installed in 1997 should reduce imports, bringing their
share of the American market down from 26.8 percent in 1997 to 25.6 percent in 1998.” The OECD Outlook was based
on data received prior to March 31, 1998.

Tim Triplett, Brayn Berry, “The State of the Industry,” Metal Center News Online, May 1998 available from http:/
/www.metalcenternews.com; Internet. Please note that dates of Metal Center News Online articles cited may not
correspond to dates of publication in printed versions of Metal Center News Online. President of U.S. Steel Paul
Wilhem noted in May 1998, “The Asian situation has been used as an excuse by a lot of companies for not meeting
analysts’ earnings estimates.” Wilhelm also noted that the currency problems have resulted in the delay or
cancellation of numerous projects in Asia that would have added 19.1 million tons of raw-steel capacity and 3 million
tons of finishing capacity.

Tim Triplett, “Steel Survival Strategies: Analysts Forecast Downturn in Global Steel,” Metal Center News
Online, August 1998, accessed November 11, 1999. At the opening session of the Steel Survival Strategies XIII
conference, on June 23, 1998, World Steel Dynamics’ Peter F. Marcus stated that, “The 1998–99 period is on the verge
of becoming the most severe cyclical setback for the global steel industry since the mid-1980s,” and furthermore, that
“the steel industry in 1998-99 may experience a true death spiral because it would lead to capacity reductions, in other
words, the death of facilities.” According to the reporter, “[The] gloomy global forecast was met with a degree of
skepticism by the American steel producers in the audience. And it’s no wonder. As of June, the U.S. market was the
strongest in the world. U.S. mills, most operating close to capacity, continue to receive booming new orders–
although low-price imports are holding down the prices on some U.S. steel grades.”

16. Johanna Knapschaefer, “How Will Asian Imports Affect U.S. Fortunes?” Metal Center News Online, June
1998, accessed on November 22, 1999.

17. Prices are those reported in Purchasing Magazine’s quarterly series of monthly prices.
18. Comparison of January and December 1998 Nucor (Crawfordsville) price for price for the following product:

hot-rolled coil, commercial quality, 46-66" width, .083"-.500" thickness, low carbon. When discussing price it is
important to note that large quantities of flat rolled steel, particularly cold-rolled sheet & strip and galvanized sheet
are sold on long-term contracts to automakers, which comprise the single largest end use market for flat-rolled steel.
The quantities and prices are set on an annual basis and for the most part do not change throughout the year. In
conversations with Commerce Department staff, GM officials have indicated that short-term price fluctuations
generally do not affect the price GM is paying for steel during the year. Therefore, it is best to examine other types of
prices to see the effect of imports surges on the U.S. market.

There are two types of prices that are good indicators of what is happening in the domestic steel market: 1) the
spot prices reported in various industry publications; and 2) the Nucor (Crawfordsville) prices for certain flat-rolled
steel products. In our price analysis, we have used Nucor prices when examining most flat-rolled products (e.g., hot-
rolled and cold-rolled sheet), and spot prices for long products, pipe and tube, and cut-to-length plate. With the
exception of cut-to-length plate, the spot prices used in our analysis come from monthly estimates made on a
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quarterly basis by the publishers of Purchasing Magazine; spot prices for cut-to-length plate were obtained from
Peter F. Marcus and Sherly Iwanski, World Steel Dynamics, Price Track #64 (February 28, 2000).

Nucor (Crawfordsville) prices for certain flat-rolled products were selected because this relatively new Nucor
plant employs a cutting edge technology used to produce flat-rolled steel, thin slab casting, and is generally
considered to be one of the most efficient and productive steel plants in the world. Also, Nucor, for the most part,
does not sell flat-rolled steel to automakers but rather sells mostly to the very price sensitive service center market.
During the ITC’s investigation concerning certain hot-rolled steel products from Japan, purchasers were asked to list
the names of any firms they considered to be price leaders in the certain hot-rolled steel products market during
January 1996–December 1998. There was a strong consensus that Nucor was the dominant price leader. See ITC,
Certain Hot-Rolled Steel Products from Japan, Publication no. 3202, Investigation number 731-TA-807, (Washington
D.C., June 1999), II–1.

Purchasing Magazine determines marketplace transaction prices for numerous industrial commodities (including
metals) on a monthly basis from data collected from mail surveys of buyers, discussions by editors with buyers and
other market insiders, and data-collection arrangements with other news-analysis agencies and research groups. The
prices are designed to show monthly spot-market purchase order averages for the majority of that month’s
transactions. (The prices don’t include processing or shipping extras; for stainless, they also don’t include alloy
surcharges.) The geographic designation of Midwest for most commodities pricing is based on an industrial region
ranging from western Pennsylvania to eastern Iowa, from central Michigan to southern Missouri. The specifications
for the steel mill products used in this report are as follows:

Wide-flange beams AISI 36; W 8; 8 inches wide; 5.25 inches thick; 18 pounds
Reinforcing bars AISI 615; Grade 60, No. 6; standard length; delivered
Wire rod AISI 1016 low-carbon; standard coil, delivered
Stainless steel sheet Type 304; cold-rolled sheet; commercial thickness and width
19. For example, AISI quarterly employment figures show little change until fourth quarter 1998.
20. Productivity and U.S. Steel Industry Employment text box. Investment and man hour per ton data taken from

American Iron and Steel Institute, Status Report: The Trade and Competitive Position of U.S. Steel Producers,
(October 1998), 3. Employment data based on Bureau of Labor Statistics data for SIC 331.

21. Morris Goldstein, Institute for International Economics, The Asian Financial Crisis: Causes, Cures, and
Systemic Implications (Washington, D.C. 1998), 2. While most currencies recovered slightly in early 1998, the rupiah
continued to fall, losing 74 percent of its value by mid–1998.

22. Ibid., 3.
23. Karl Jackson ed, Asian Contagion: The Causes and Consequences of a Financial Crisis (USA: Westview

Press, 1999), 2.
24. Kevin Sullivan, “A Generation’s Future Goes Begging; Asia’s Children Losing to Destitution,” The

Washington Post, September 7, 1998, A1.
25. Id.
26. Philippe Delhaise, Asia in Crisis: The Implosion of the Banking and Finance Systems (Singapore: John Wiley

& Sons (Asia), 1998), 15, 104.
27. Jackson, 154.
28. 1999 Economic Report of the President, February 1999, 231. Available from http://ww3.access.gpo.gov/;

Internet.
29. Jackson, 156, 160.
30. Delhaise, 105.
31. Jackson, 6.
32. S. Sicheua, “The Way Out of the Economic Crisis,” unpublished paper (1997) as referenced in Karl Jackson,

ed.; Asian Contagion: The Causes and Consequences of a Financial Crisis (USA, Westview Press, 1999), 8.
33. Organization for Economic Cooperation and Development, Asia and the Global Crisis: The Industrial

Dimension (Paris, 1999), 20.
34. 1999 Economic Report of the President, February 1999, 231.
35. The share of bank lending going to the real estate sector in various countries was as follows: Korea, 15–25

percent; Indonesia, 25–30 percent; Thailand, 30–40 percent; and Hong Kong, 40–55 percent. Goldstein, 8.
36. Jackson, footnote 8, p. 25.
37. 1999 Economic Report of the President, February 1999, 231.

Some credited this financial system with promoting the Asian economies’ high rates of
investment and growth. But along with their strengths, relationship-based systems
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also possess weaknesses, which the Asian financial crisis has now exposed.
Relationship-based systems neglect the information encapsulated in market prices.
This information, the product of numerous independent assessments of profitability
and risk, possibly becomes more important as economies develop and attractive
opportunities for further investment become relatively more scarce.

38. Jackson, 6.
39. Stock market prices had been declining over the past several years in most of the countries as had real estate

values putting pressure on banking systems that had relied extensively on property or equity holdings as collateral.
In Korea, a series of large bankruptcies in the first six months of 1997 exposed the frailties of the Korean banking
sector and the extent to which banks were exposed to the financial well-being of a single company or chaebol. In
quick succession, Hanbo Steel, Sammi Steel, Jinro Distillery, and the Kia Group went bankrupt bringing down with
them a number of major banks, including Korea First Bank, Seoul Bank, and Hanil Bank. The extent of Korea First
Bank exposure to Hanbo Steel was phenomenal—Korea First Bank extended loans to Hanbo totaling $1.3 billion—
about the same as the bank’s total book value. By the end of 1996, the Korean banking system was on the verge of
bankruptcy, if not already technically bankrupt, propped up by lax accounting methods and cross-subsidization
within the chaebols that masked the extent of the bank’s non-performing loans. In fact, Thomson BankWatch, a bank
rating agency active in Asia, had been alerting its customers to the problems in the region’s banking sector starting
in 1994 and 1995. Delhaise, 9–96, 103–111, 229.

40. Stuart D. Goldman, Congressional Research Service Issue Brief, Russia (Washington D.C., November 26,
1999), 6.

41. Ibid., 6.
42. Ibid., 7.
43. Based on exchange rates reported by the Federal Reserve (Korea, Japan) and DRI (Indonesia, Thailand).
44. Chief Economist for General Motors Dr. G. Mustafa Mohaterem, Ph.D. conversation with DOC officials at

General Motors March 6, 2000, GM Washington D.C. office.
45. See Corinna C. Petry, “Chaparral Revives Reserved-Tonnage Program,” American Metal Market, June 10,

1997, available from http://www.amm.com; Internet, accessed on May 5, 2000. Please note the dates of American
Metal Market articles cited may not correspond to dates of publication in printed versions of American Metal
Market. Corinna C. Petry, “Service Centers Outlook ’98: More of the Same,” American Metal Market, January 15,
1998, accessed on May 25, 2000. Frank Haflich, “Wide-Flange Beam Tightness Seen Easing,” American Metal
Market, Service Center Outlook Special Issue, March 30, 1998, accessed on May 25 2000.

46. Director of Fordham University’s Industrial Research Institute Father William Hogan and associate director
Frank Koelble, phone interview with DOC officials, May 23, 2000.

47. Steel mill inventories rose from roughly 11.5 million MT in autumn of 1997 to slightly above 12 million MT by
December 1998, and then to almost 13 million MT in the summer of 1999; little of the increase prior to mid–1999, however,
reflected finished steel but, rather, steel in process. See U.S. Census Bureau, Inventories of Steel Producing Mills:
Summary 1999, Series M331J(99)–13 of Current Industrial Reports, March 2000. U.S. Census Bureau, Inventories of
Steel Producing Mills: Summary 1998, Series M331J(98)–13 of Current Industrial Reports, March 15, 1999.
Inventories of Steel Producing Mills: April 2000, Series M331J(00)–04 of Current Industrial Reports, June 2000.

48. U.S. Census Bureau Inventories of Steel Producing Mills: Summary 1999,” Series M331J(99)–13 of
Current Industrial Reports, March 2000. U.S. Census Bureau Inventories of Steel Producing Mills: Summary 1998,
Series M331J(98)–13 of Current Industrial Reports, March 15, 1999.

49. “Collins: World–Trade Ideals vs. Political Realities,” from a speech made by James F. Collins, who has been
vice chairman and president and now is a policy advisor to SMA, at AIIS annual meeting in NYC on November 11
1998, New Steel, January 1999, accessed on August 31, 1999.

50. George McManus, “Steel Imports: Do We Need a New Approach?” Iron and Steel Engineer, July 1999, 56,
stating that “[b]y December [1998], the docks and warehouses were glutted with low priced imported material.”

51. Chris Adams, “Rising Imports Distress U.S. Steelmakers, Industry May Hasten Complaints Against Japan,
Russia,” Wall Street Journal, September 8, 1998, A2.

52. According to representatives of the Korean government and industry, the only Korean carbon hot-rolled
steel exported to the United States is POSCO steel shipped under long-term contract to its joint venture with USX.

53. The table below shows the impact of these three countries in a number of the major surge product categories.
In each of the categories, imports from these three countries account for a majority of the import surge in the United
States. In fact, in three categories, cold-rolled steel, rebar, and line pipe, the surge in imports from these countries was
so large that it exceeded the overall increase in imports.
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Increase in U.S. Import Increase
Net Increase Imports from Japan, from Japan,

in U.S. Imports Korea, and Russia Korea, and Russia
1997–1998 1997–1998 Over Total U.S.

Product Group (metric tons) (metric tons) Import increase

Total Steel Mill Products 9,401,264 7,129,763  76%
Finished Steel 9,022,490 7,690,081 85%
Hot-Rolled Steel 4,515,274 3,528,111 78%
Cold-Rolled Steel 355,290 485,715 137%
Cut-to-Length Plate 668,349 416,180 62%
Heavy Structurals 1,585,173 1,270,203 80%
Rebar 478,900 565,909 118%
Line Pipe 309,952 310,226 100%

A fourth country, Brazil, also played a critical role in the crisis, but not in the form of import surges. Overall steel
imports from Brazil fell 4 percent, primarily due to a decrease in semifinished steel shipments. However, imports from
Brazil of certain products, such as hot-rolled and cold-rolled steel, did increase in 1998, although not as dramatically
as imports from Japan, Korea, and Russia. More importantly, the country played a key role with respect to prices in
the U.S. market.

54. Comparison of January and December average unit values for carbon hot-rolled sheet as reported by Census.
Unless otherwise noted, import prices used in our price analysis are represented by average unit values obtained
from Census or through the ITC’s trade data Web site.

55. Based on average import values from Census. With the large dropoff in December imports, prices for hot-
rolled steel from Brazil and Japan began to recover slightly. Price comparisons for Brazilian and Japanese hot-rolled
prices are based on average unit values for imports in October and November 1998, respectively. December 1998
prices were used for the Russian comparisons. Using January and December 1998 comparisons for all three countries
results in price decreases from Brazil, Japan, and Russia of 18 percent, 16 percent, and 27 percent, respectively.

56. Suzanne Christiansen, “Steel Trade Storm Breaks,” Metal Bulletin Monthly, December 1998, available from
http://www.metalnet.co.uk; Internet, accessed on November 1, 1999. Please note that dates of Metal Bulletin
Monthly articles cited may not correspond to dates of publication in printed versions of Metal Bulletin Monthly.

57. Adams. The same point was repeated by a number of representatives of service centers and steel distributors
in conversations with Commerce Department officials.

58. National Steel was not a petitioner in the Japan investigation.
59. In order to provide effective relief to the industry and U.S. steel workers while addressing particular concerns

regarding Russia and Brazil, the Commerce Department negotiated an antidumping suspension agreement with
Russia, and antidumping and countervailing duty suspension agreements with Brazil in the hot-rolled steel
investigations.

The suspension agreements imposed pricing disciplines upon Brazilian and Russian steel shipments to the United
States and set annual import quotas on the products involved that greatly reduced shipments to the United States. The
agreements also included moratoria on steel shipments that addressed the injury caused by the earlier surges.

60. ITC, Certain Hot-Rolled Steel Products from Japan, Publication no. 3202 (Washington D.C., June 1999), V–15.
61. Adam Ritt, “The Imports Gremlin,” New Steel, February 1999, accessed on May 2, 2000.
62. Id.
63. The term mini-mill came into general use in the steel industry during the 1960s. Initially, mini-mills were

generally considered to be steel companies that: were small, served mostly local markets, produced lower value long
products like rebar and light merchant bars, independently owned (i.e., separate from the large integrated mills), and
they had the general business philosophy of operating with the lowest costs possible, with minimal capital
investment and corporate overhead.

Today, the key characteristic of mini-mills is their use of electric arc furnaces to melt scrap steel, and more
recently scrap substitutes like iron carbide and direct reduced iron (DRI), as their means to producing raw steel. For
the most part, large integrated steel companies (e.g., U.S. Steel, Bethlehem Steel, LTV) produce raw steel in basic
oxygen furnaces from some scrap and from larger quantities of molten iron, the latter produced by combining iron ore
and coke in blast furnaces. Christopher Hall, Steel Phoenix: The Fall and Rise of the U.S. Steel Industry (New York:
St. Martin’s Press, 1997), 145–177.
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64. Ibid., 145–177.
65. Id. Bethlehem Steel, whose corporate logo is a wide flange beam, was the last integrated producer to make the

product. By 1997, it had exited the structurals market.
66. Representatives of Japanese steel companies have alleged that “[s]harply lower material costs [in 1998]

permitted minimills to slash prices, win new customers, and fill their new mills, faster than would otherwise have been
possible, while remaining highly profitable.” They further claim that raw material costs for Nucor and Steel Dynamics
“plunged 40 percent” and that correlation between scrap prices and Nucor’s hot-rolled prices demonstrates that the
collapse in scrap prices contributed to the subsequent decline in hot-rolled prices. “The Minimill Revolution in Flat-
Rolled Steel: Structural Transformation Masquerading as Import Crisis,” attachment to an April 11, 2000 Letter from
William H. Barringer, Willkie Farr & Gallagher, to Roland L. MacDonald (Director for Policy and Analysis, Import
Administration, International Trade Administration, U.S. Department of Commerce, 1, 23–24.

67. The decline in import prices of hot-rolled steel from Brazil did not get underway until the spring of 1998,
several months later than the price declines from Russia and Japan.

68. ITC, Certain Hot-rolled Steel Products from Japan, Publication no. 3202 (Washington D.C., June 1999), 15.
69. Based on Number 1 Heavy Melt Steel (Pittsburgh) scrap prices for 1997 and 1998. The 40 percent reduction in

1998 scrap prices mentioned earlier (supra note 66) is based on a comparison of January 1998 and January 1999 prices
for the same product category.

70. Nucor Corporation, 1998 Annual Report, 12.
71. Nucor Corporation 1998 10-K405 report. U.S. scrap prices did decline throughout 1998, but an analysis of

quarter-to-quarter trends for 1997 versus 1998, confirms that the annual trends cited above were not anomalous and
that Nucor’s raw material costs were little changed during 1998. For example, Nucor notes that “[t]he average price of
raw materials decreased close to 2% from the third quarter of 1997 to the third quarter of 1998, and increased about
2% from the first nine months of 1997 to the first nine months of 1998.” See Nucor Corporation Third Quarter 1998 10–
Q report.

72. The ITC staff report for Certain Hot-Rolled Steel Products at page V-1 notes that U.S. producers reported that
raw material costs account for about 50 percent of the cost of hot-rolled steel products. According to the
questionnaire responses received by the ITC between January 1996 and December 1998, prices for iron ore, the
principal raw material for BOF steel making, declined only slightly while prices for scrap, the principal raw material for
EAF steel making, were “more volatile.” However, the ITC staff report does note that “most U.S. producers reported
that changes in raw material costs have had no impact on their sales prices for hot-rolled carbon steel products, and
that prices are based largely on market demand factors.” In fact the Commission itself stated in its determination that
the falling domestic prices in 1998 were not simply the result of falling costs since the decline in the unit cost of
goods sold by domestic producers was “dwarfed by the decline in the domestic industry’s average unit values.”

Causal Relationship Between Scrap and Steel Prices
A number of statements by industry members and analysts illustrate that complexities behind the correlation

between scrap and steel prices.
Peter Marcus (Managing Partner, World Steel Dynamics), in “How Do Scrap Prices Compare with Mini-mill

Stocks,” Weekly Steel Prospective, August 12, 1999, accessed from American Metal Market Web site on July 3, 2000,
noted that “[s]crap prices tend to be high when apparent demand for steel is high.”

Vice President of marketing and sales at Midrex Reduction Corp. Frank Griscom III stated, “[S]crap and steel
prices now often move independently,” as quoted in Tom Bagsarian, Craig Woker, Mike Greissel, and Adam Ritt,
“Riding the Market’s Roller Coaster,” New Steel, January 1999, accessed on May 4, 2000.

Vice President of purchasing and transportation at GS Industries Ron Mulhauser, said, “As the global
steel-product-market recovers, [U.S.] scrap exports will increase, and prices will recover for scrap and substitutes,” as
quoted in Tom Bagsarian, Mike Greissel, Adam Ritt, and Craig Woker, “Tough Times for Alternative Iron,” New Steel,
July 1999, accessed on June 6, 2000.

El Hoeffer, “A Sea Change in the Metallic Markets,” New Steel, January 2000, accessed on June 12, 2000. “In the
past, the level of domestic steel production drove the domestic scrap market: Scrap supply simply responded to
steelmaking demand. Although domestic steel production remains the primary driver in this market, other factors,
especially the strength of the U.S. dollar and the stability of foreign economies, now are major considerations.”

Joseph A. Rooney (Rooney Associates Inc.), “Scrap Tags on Rise or Have They Capped?” from International
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72. All data on Gross Domestic Product, including components, calculated from statistics compiled by Japan’s

Economic Planning Agency available from http://www.epa.go.jp/e-e/menu.html; Internet (Note all figures are for the
calendar year and are rounded.) Japanese real GDP in 1998 was ¥480.6 trillion, down 2.5 percent from ¥493.0 trillion in
1997. Real GDP (annualized rate) in 1Q97 was ¥499.2 trillion versus ¥475.6 trillion in 4Q98, a difference of 4.7 percent.

73. Supporting endnotes for this text box:
See MITI, Interim Report of the Forum on Structural Problems Related to the Basic Materials Industries (June

1999) , Introduction, Section 2.3. See also Peter F. Marcus and Karlis M. Kirsis, World Steel Dynamics, Core Report
NNN (January 2000), 3–25. Based on apparent consumption. See also Japan Iron and Steel Federation (JISF), Monthly
Report of the Iron and Steel Statistics, (Tokyo, December 1999), Vol.42. No.12. (Ordinary steel sales to the
construction sector fell from 18.5 million tons in 1990 to 12.9 million tons in 1998. Ordinary steel sales to the
automobile sector fell from 12.2 million tons in 1990 to 8.3 million tons in 1998.)

See also Katz, 197–198. “Japan’s cartelized economy is so distorted that it suffers from a kind of ‘economic
anorexia.’ In other words, private domestic demand is chronically too deficient to consume all that Japan produces.”;
“Protection of steel required protection of autos and machinery. Protection of cement required protection of
construction. All these layers of protection padded profits up and down the line. They also made consumer prices so
high that consumers simply could not afford to pay them all; they consumed less..” Ibid., 210.

See also MITI Interim Report, Chapter 1, Section 1.1
See also MITI Interim Report, Chapter 1, Section 1.3. See also, “Nippon Steel’s Blast Furnace Capability Will

Increase by 10 Percent,” Nihon Keizai Shimbun, April 16, 1999, “Currently, demand for crude steel is as low as the
level 30 years ago and it is considered that 20 million tons of production capacity is excess against Japanese
domestic crude steel production capacity (assumed as slightly less than 120 million tons).” See lso,  Greg Mastel and
Andrew Szamosszegi, Economic Strategy Institute, Leveling the playing Field: Antidumping and the U.S. Steel
Industry (Washington D.C., February 1999) Lists Japanese ‘excess steel production’ in the 20–25 million ton range for
1996–99 (citing OECD Steel Committee, 1998). See also, Peter F. Marcus and Michael A. Organek, World Steel
Dynamics, Price Track 62, (June 28, 1999), 8.

Regarding historic industry-wide capacity figures including the 140 million ton capacity figures for the early
1980s, see the following World Steel Dynamics Core Reports. All figures effective capacity. 1960-1996: Peter F.
Marcus and Karlis M. Kirsis, World Steel Dynamics, Core Report III, (October, 1998), 2-34; 1997-1999: Peter F. Marcus
and Karlis M. Kirsis, World Steel Dynamics, Core Report MMM, (September, 1999), 1-6, 2-2. Regarding the capacity
build-up period and the government’s role in fostering steelmaking capacity during this time, see Patricia O’Brien,
Harvard Business School Case Study, The Development of the Japanese Steel Industry, (Boston, 1987). Regarding
the overcapacity that has characterized steel and other basic materials industries since the early 1970s, see Katz, 168.
Long-term overcapacity in the Japanese steel industry through the late 1990s was also routinely acknowledged by
steel experts in interviews for this report.

74. In 1996, Japan’s real GDP was ¥485.2 trillion, an increase of nearly 5.1 percent from ¥461.9 trillion in 1995.
Public demand dropped nearly ¥4 trillion between 1996 and 1997, or more than 0.8 percent of real GDP in 1997.
Between the 2Q97 and 4Q98, Japanese exports fell from almost ¥68.1 trillion to ¥64.3 trillion, a difference of 5.6
percent. Data calculated from statistics compiled by Japan’s Economic Planning Agency available from http://
www.epa.go.jp/e-e/menu.html; Internet .

75. The collapse of Hokkaido-Takushoku Bank (Takugin) in November 1997 marked the first time any major city
bank had failed in the past 50 years. Within the same month, Yamaichi Securities, one of Japan’s Big Four brokerages,
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also collapsed. “Survey of Business in Japan,” The Economist, November 27, 1999, 1,6.
76. The Bank of Japan’s Tankan survey of business conditions reports a Diffusion Index on the lending stance

of Japanese banks. The index swung from +14 in the September 1997 survey to -19 in March 1998. A larger “+” figure
means more surveyed firms believe ample credit is available; a larger “-” figure means firms believe credit is tight.

77. See data series, Bank of Japan, ”Principal Figures of Financial Institutions,” available from http://
www.boj.or.jp/en/siryo/siryo_f.htm; Internet.

78. For a brief description of Japanese government macroeconomic policy measures, see OECD, Economic
Survey of Japan for 1999, 42–43.

79. For an overview of Japanese government measures and impact on the banking sector, see IMF, International
Capital Markets, (September 1999), 136–154.

80. Katz, 219–21. “Protected by regulations and a lenient Finance Ministry Banking Bureau, the banks had no
system for screening customer creditworthiness resembling anything like the screening departments of American
banks. Bank loans were not based on projections of future company cash flow. Nor did banks charge different rates
according to the riskiness of the loan.”

81. Economic Report of the President, February 1999, 230.
82. See MITI, Interim Report (June 1999), Introduction, Section 2.3; Chapter 1, Section 1.3.
83. In June, 1997, on the eve of the market collapses that would trigger the steel crisis, World Steel Dynamics, in a

generally positive analysis of the competitive position of the Japanese steel industry, listed “extraordinarily high
debt” as one its major negative characteristics. At that time, the five major integrated firms were carrying nearly $30
billion in debt. See Peter F. Marcus and Karlis M. Kirsis, World Steel Dynamics, Monitor Report, Japan Steel: A
Return to Global Prominence? (June 1997), 2.

84. See DOC Market Research Report, 33. Based on parent company financial statements; See also MITI Interim
Report, Chapter 1, Section 1.4.

85. See “Japan Firms Must Do Their Part to End Steel Row,” Nihon Kezai Shimbun, August 7, 1999. “[L]ast
year’s surge in Japanese steel exports to the U.S. stemmed in part from Japanese steelmaker’s slowness in resolving
the problem of chronic oversupply.” See also Mark Tilton, Japan Information Access Project, Japan’s Steel Cartel
and the 1998 Export Surge (Washington DC, October 23, 1998), 1 “Japan artificially maintained uncompetitive steel
capacity that has been the basis for this year’s large exports to the U.S. and other countries.” Emphasis added.

86. Id.
87. Merrill Lynch, “Steel Industry, From Inventory Adjustment in 1H to Domestic Price Adjustment in 2H,” Japan

In-depth Report (September 17, 1998), 2.
88. As noted earlier, this decision was discussed by interview sources in Japan and in the United States and was

also the subject of Japanese press accounts. Regarding the wave of exports to the U.S. in 1998, the Nihon Keizai
Shimbun stated, “Blast furnace steelmakers used to curb production in spite of excess capacity to avoid competing in
terms of output volume. Faced with competition from South Korean and Taiwanese rivals, however, they lifted curbs
on hot-rolled steel for export in spring 1997.” “Japan Firms Must Do Their Part to End Steel Row,” Nihon Kezai
Shimbun, August 7, 1999

89. Peter F. Marcus and Karlis M. Kirsis, See World Steel Dynamics, Core Report NNN (January, 2000).
90. Merrill Lynch, “Steel Industry, From Inventory Adjustment in 1H to Domestic Price Adjustment in 2H,” Japan

In-depth Report (September 17, 1998), 2.
91. Southeast Asia and Korea comprises the largest export market for Japanese producers, at over 15 million tons

for each year since 1993. See JISF statistics. “Southeast Asia and Korea” includes: Korea, China, Taiwan, Hong
Kong, Thailand, Singapore, Malaysia, Philippines, Indonesia, and India.

92. “Final U.S. Antidumping Determination on Hot-Rolled Plate: Prelude to Weeding out in Steel Industry,”
Nikkei Sangyo Shimbun, June 13, 1999.

93. Id.
94. JISF,  The Monthly Report on the Iron & Steel Statistics; Organization for Economic Cooperation and

Development, OECD Steel Outlook 1999/2000 (Paris, 1999), 31.
95. As discussed above, the big buyer price, the high domestic prices charged by integrated firms to major

customers, did not budge at any time in 1998; in fact it was unchanged throughout the 1996–1998 period for major
products. See Peter F. Marcus and Michael A. Organek, World Steel Dynamics, Price Track 62 (June 1999).

96. See JISF The Monthly Report on the Iron and Steel Statistics, and MITI Interim Report. See also OECD, 31.
(Notes that while apparent consumption fell over 17 percent, real steel consumption fell by just over 15 percent
because of a slight reduction in stocks.)
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97. Merrill Lynch, “Steel Industry, From Inventory Adjustment in 1H to Domestic Price Adjustment in 2H,” Japan
In-depth Report (September 17, 1998), 2.

98. See Peter F. Marcus and Karlis M. Kirsis, World Steel Dynamics, Core Report NNN (January 2000), 3–25.
99. See Peter F. Marcus and Karlis M. Kirsis World Steel Dynamics, Core Report NNN (January 2000), 3–24,

3–25.
100. The especially fierce competition between Japanese producers themselves on the export front, and the effect

this had on driving down prices, was mentioned by U.S. importers and other interview sources.
101. U.S. ITC trade dataweb available at http://dataweb.usitc.gov; Internet.
102. Peter F. Marcus and Joseph J. Innace, World Steel Dynamics, Price Track #59 (September, 1998), 53.
103. See analysis of Japanese unit import values, infra. The continued fall of Japanese export pricing is also

shown in data provided to the Commerce Department by an investment firm in Japan.
104. Representatives of Japanese steel producers have proffered alternative explanations for the import

surges and price declines that occurred in 1998. They note that a simple examination of the trade data without
taking into account the normal three to five month lag between the time the steel is ordered and when it is
imported into the United States presents a distorted picture of the events of 1998. Factoring in this lag time
demonstrates that a considerable amount of the large volumes of Japanese steel that entered a weakened U.S.
market in late 1998 was ordered during the first half of the year when market signals were still strong. However,
on the price side, factoring in lag time indicates that the reductions in Japanese export prices—of carbon hot-
rolled steel in particular—began much earlier, in some cases as early as 1997, well before the weakening of the
U.S. market.

Representatives of Japanese steel producers have also argued that the price declines seen in 1998 were
merely the result of shifts in product mix. For example, they claim that between 1997 and 1998, Japanese steel
exporters moved away from high quality carbon hot-rolled steel and began to focus their sales efforts on
commodity grades of carbon hot-rolled steel. An examination of the major HTS categories for carbon hot-rolled
steel (accounting for over 95 percent of 1997 U.S. imports from Japan) shows that between 1997 and 1998, there
was some shifting from higher valued products to products with relatively lower unit values. However, this shift
alone is insufficient to explain the overall downward trend in prices across the board for all HTS categories of
hot-rolled steel.

Holding prices constant while adjusting for changes in product mix results in a four percent drop in average
carbon hot-rolled steel prices between 1997 and 1998. In comparison, average unit values for carbon hot-rolled steel
fell nearly 20 percent between 1997 and 1998, significantly more than the price decline indicated by the shift in
product mix. While it is possible that some product shifting may have occurred within a given ten digit HTS category,
any such shifting cannot be captured by the data issued by U.S. Bureau of Census since the data within ten digit
category cannot be further broken down.

105. Peter F. Marcus and Joseph J. Innace, World Steel Dynamics, Price Track #59 (September 1998), 3.
Such reports also speculated at the time of the export surge on the impact on Japanese domestic supply and
price of the reverse situation—declining exports in the wake of U.S. trade actions. In discussing the
likelihood of an increase in production for the domestic market in order to maintain utilization rates and the
resulting decline in domestic prices in December 1998, Merrill Lynch stated: “Meanwhile, supply pressure is
likely to build: prolonged production cuts and the narrowing of the US market forces Japanese makers to
settle for adequate utilization rates at the expense of easing domestic prices.” As predicted, when exports to
the U.S. were curtailed in 1999, Japanese domestic price levels to major customers finally dropped for each of
these products. See Peter F. Marcus and Sherly Iwanski, World Steel Dynamics, Price Track #64 (February
2000), 45.

Along the same lines, World Steel Dynamics described the implications for Japanese steelmaking capacity of a
prospective decline in exports to the U.S. due to the trade actions anticipated at that time: “If [the yen rises from the
134/dollar rate of September 1998], Japanese steelmaking costs will rise dramatically. At the same time, steel
production in Japan is down about 11% year-to-year through August, but fixed costs remain high, and steel demand
at home is down. If the Japanese cut back sharply their export shipments, they will also be forced to further
downsize their steelmaking capacity.” See Peter F. Marcus and Sherly Iwanski World Steel Dynamics, Price Track
#64 (February 2000), 5.

106. Based on dollar import values converted to yen at average monthly exchange rates.
107. “Final U.S. Antidumping Determination on Hot-Rolled Plate: Prelude to Weeding out in Steel Industry,”

Nikkei Sangyo Shimbun, June 13, 1999.
108. See Katz for a thorough discussion of cartels as a primary cause of weak domestic demand.
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3.3 Korea

1. Organization for Economic Cooperation and Development, Economic Survey of Korea, 1999 (Paris, July 1999),
10. [Hereinafter OECD-Korea] “Prior to the crisis, the financial system was characterized by pervasive government
intervention and discretionary enforcement of prudential rules.” A report from the International Monetary Fund
echoes this sentiment: “The government’s history of intervening in the market, bailing out corporations, directing
lending and appointing bank managers had undermined banks’ ability to appraise credit and market risk … and led to
excessive corporate risk-taking.” International Monetary Fund, IMF Staff Country Report No. 00/11: Republic of
Korea: Economic and Policy Developments (Washington, D.C., February 2000), 94 [Hereinafter IMF–Korea]. See
also Organization for Economic Cooperation and Development, Conference on Corporate Governance in Asia: A
Comparative Perspective, Corporate Governance in Korea (Seoul, March 3–5, 1999), 38–44. “The distorted
incentive structure….was largely affected by the policy environment, characterized by undue state influence in credit
allocations as well as lax financial supervision and regulatory framework.” (38). “In Korea, unhealthy links between
government and banks were a legacy of government-led economic development. The state influence over the
banking secetor has waned along with the progress in financial liberalization.… [but] it has remained substantial until
recently.” (38). “The Korean government had to provide an implicit guarantee on bank lending as it played a major
role in credit allocation. Also, given the tight linkage between the banking and corporate sectors, corporate failures
had an immediate impact on the soundness and viability of banks. For these reasons, the government undertook
major corporate bailout exercises on numerous occasions.” (44).

2. Economic Report of the President, February 1999, 230. Available from http://ww3.access.gpo.gov/; Internet.
3. See discussion on Korean financial sector restructuring in Chapter 5.
4. These were Hanbo Iron & Steel Co. Ltd., Sammi Steel Co. Ltd., Kia Steel Co. Ltd, Hwanyung Steel, and Shinho

Steel.
5. See supra, note 1.
6. “Hanbo Steel to Sell Its Assets for $480 Million,” Wall Street Journal, March 8, 2000. Hanbo’s debts were over

8,000 billion won at the end of 1998. “Nabors wins Hanbo Steel,” Metal Bulletin, March 8, 2000. Please note that
dates of Metal Bulletin articles cited may not correspond to dates of publication in printed versions of Metal
Bulletin.

7. A Profile of the Steel Industry in East Asia (London: Metal Bulletin plc, 1999) 81. [Hereinafter MBR, Profile].
8. Barry D. Solarz, American Iron and Steel Institute, Perspectives on Steel Markets and Trade: Report on the

NAFTA Region, (Washington D.C.) Testimony before the Organization for Economic Cooperation and Development
(OECD) Steel Committee Workshop on Steel Trade Issues (Paris, May 27, 1998). Testimony available from http://
www.steel.org/policy/trade/st_980527.htm; Internet.

9. Bryan Berry, “The Nucors of Asia: Hanbo and Tokyo Steel,” Iron Age New Steel, Vol. 12, No. 1, January 1996,
60–69.

10. Peter Underwood, Fry Consultants Incorporated, Korea’s Current Economic Crisis, Web site available from
http://www.fryconsultants.com; Internet, accessed May 18, 2000.

11. “Hanbo Steel Gets Bailout,” American Metal Market, January 30, 1997, available from http://www.amm.com;
Internet.

12. Ihlwan Moon, “Korea’s Kim: War on Two Fronts,” Business Week, March 2, 1998.
While other companies are paying interest rates of some 30%, these failed companies
[Hanbo, Sammi, and Kia] are paying half that rate or lower as interest, says Min Sang
Kee, an economics professor at Seoul National University.

Despite a string of widely publicized failures, no big company has shut down any major
factory. Giant Hanbo Iron & Steel Co. entered court receivership a year ago, but it is
still churning out steel. So is Sammi Steel Co., which failed in March, 1997… Kim wants
the banks to stop lending to big companies at preferential rates. But in just the past six
weeks, banks have provided nearly $1 billion in “emergency relief loans” to sickly
chaebol. (54)

13. Organization for Economic Cooperation and Development, Asia and the Global Crisis – The Industrial
Dimension (Paris, 1999).

By frequently intervening to assist business groups on the verge of bankruptcy, the
government stifled the operation of a well-functioning exit market. The too big-to-fail
policy of the government had the effect of dramatically reducing the exposure of the
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chaebol to downside risk. This created a serious moral hazard problem. Coupled with a
tendency for chaebol owner to focus on growth at the expense of overall profitability,
government intervention made it possible for the chaebol to diversify into areas where
they had little experience, and without regard for adequate return. (74)

14. “Going for broke: Korea steels itself against failure,” Far Eastern Economic Review, Vol 161, June 11, 1998.
Hanbo Steel filed for bankruptcy in February 1997, but its continued production-and
the lack of resolution about its fate-bespeaks a key structural flaw in many Asian
economies: an unwillingness to let businesses fail. Hanbo, of course, is a particularly
notorious monument to the colossal ambitions of Korea, Inc., having built up a debt
amounting to more than 22 times its equity. But the ill effects of Hanbo’s managerial
excesses have been exponentially compounded for all of Korean society by a structure
that keeps bankrupt firms alive by exempting them from interest and principal
repayments. The effect is to punish efficient companies by introducing unfair
competition from the least efficient. (66)

15. Ihlwan Moon, “Korea’s Kim: War on Two Fronts,” Business Week, March 2, 1998, 54. See also Michael
Schuman, “South Korea Risks Deepening Crisis As Ailing Firms Cling to Old Patterns,” Wall Street Journal, March
13, 1998, 1.

16. Government of Korea March 9, 1999, response to USTR questions.
17. The Nabors Consortium is led by Nabors Capital, a subsidiary of Nabors Industries, an oil and gas driller

based in Houston, and Third Avenue Fund. The Consortium originally consisted of several investors including
Hoogovens (Netherlands), and Jung Hoo Industry (Korea) and has also consisted of Hylsa (Mexico). However,
membership in the group has been fluid, and most recently there has been talk of U.S. Steel joining the group to run
the Korean mill. Samuel Len, “Hanbo Steel Concludes final pact on sale of assets,” The Korea Herald, March 9, 2000.

18. Ministry of Finance and Economy, Financial Supervisory Commission, and Financial Supervisory Service,
Korea Times, March 25, 2000.

19. The principal exception in the steel sector was POSCO, which remained highly efficient and earned record
profits even into the financial crisis in 1998. Christine Hill, “Competing with Korean Steel,” Global Finance, March,
1999.

20. Korea Iron & Steel Association, Korea Iron & Steel Association Bulletin Monthly, Vol. 26, No. 2 (February
2000), translated and excerpted for U.S. Department of Commerce, Customized Market Analysis of the Korean Steel
Industry (authored by Korea Market Insight Ltd., Seoul, December 1999–May 2000), “Steel Facility Investment.”
[Hereinafter CMA-Korea]

21. During this same time period (from 1993 to 1996) apparent consumption for the rest of the world increased, on
average,1 percent per year. (Data for 1994–1999) Statistical Annex to the Draft Report on the OECD Steel Outlook
for 2000 and 2001, 4. (Data for 1993) July 6, 2000 E-mail from Franco Mannato Administrator of OECD Steel Unit
to Department of Commerce Official.

22. Korea Iron & Steel Association, Korea Iron & Steel Association Bulletin Monthly, Vol. 26, No. 2 (February
2000), translated and excerpted for CMA-Korea, “Steel Facility Investment.”

23. Id. Steel facility investment was 79% in 1998 and 72% in 1999. However, even though these percentages were
higher, absolute values declined from 1997 levels.

24. Korea Iron and Steel Association and POSCO Research Institute cited in CMA-Korea, “Follow-Up Questions
Two: Capacity Utilization Rates.”

25. For each year between 1995 and 1998, about 14 percent of all KDB loans to the manufacturing sector went to
the basic metals industry, including steel companies. Korea Development Bank and Korean National Statistics Office,
information translated and excerpted for CMA-Korea, “Steel Financial Ratios.” In contrast, the basic metals industry
accounted for about 2.3 percent of GDP during most of the 1990s.

26. The Korean Government’s direct and indirect intervention in the financial system has been well documented
in the past. It is also well-known that during the 1970s and 1980s, the government directed financial institutions to
provide low-cost financing to favored industries, including steel. POSCO was a direct beneficiary of these policies in
the form of access to low-cost financing from domestic and foreign sources. During the 1990s, however, direct
government intervention in the financial system to target specific industries or firms was less prevalent. International
Monetary Fund, IMF Staff Country Report No. 00/11: Republic of Korea: Economic and Policy Developments
(Washington, D.C., February 2000), stated:

Financial institutions traditionally lacked independence and were encouraged by
government {sic} to channel credit to preferred sectors. Consequently, credit analysis
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and risk management techniques remained undeveloped. The misallocation of credit was
facilitated by a weak system of prudential controls and forbearance by the supervisory
authorities. The result was a banking system with little commercial orientation, limited
ability to price risk, and excessive exposure to large corporations. (5)

The information in the text box is derived from the following sources: International Monetary Fund, IMF Staff
Country Report No. 00/11: Republic of Korea: Economic and Policy Developments (Washington, D.C.,
February 2000), 5; OECD– Korea. “Prior to the crisis, the financial system was characterized by pervasive
government intervention and discretionary enforcement of prudential rules.” ; A report from the International
Monetary Fund echoes this sentiment: “The government’s history of intervening in the market, bailing out
corporations, directing lending and appointing bank managers had undermined banks’ ability to appraise credit
and market risk … and led to excessive corporate risk-taking.” IMF– Korea, 94; Organization for Economic
Cooperation and Development, Asia and the Global Crisis – The Industrial Dimension (Paris, 1999), 74;
Organization for Economic Cooperation and Development, Conference on Corporate Governance in Asia: A
Comparative Perspective, Corporate Governance in Korea (Seoul, March 3–5, 1999), 38–44; See also the
Organization for Economic Cooperation and Development, OECD Economic Surveys: Korea (1997–1998)
(Paris, 1998), stating:

 Until 1997, the authorities had never allowed any financial institution to fail. Banks and
industry operated under the implicit assumption that if they faced serious difficulties
while pursuing government policy objectives, the government would provide
assistance through bailouts, arranged mergers or regulatory forbearance. (58)

See also Seong Min Yoo, “Corporate Restructuring in Korea: Policy Issues Before and During the Crisis,” Joint
U.S. – Korea Academic Studies, Volume 9, 1999, 131, 164. Korea’s insolvency laws consist of the Bankruptcy Act,
Composition Act, and the Company Reorganization Act. Organization for Economic Cooperation and Development,
OECD Economic Surveys: Korea (1997–1998) (Paris, 1998), 32.

27. There have been four countervailing duty cases against Korean steel products covering exports to the
United States in 1997 and 1998. The steel products covered by these investigations are stainless plate in coils,
stainless sheet and strip, cut-to-length plate and structural steel. The following are the Commerce Department’s
findings: Final Negative Countervailing Duty Determination: Stainless Steel Plate in Coils from the Republic of
Korea, 64 FR 15530 (March 31, 1999) (Plate in Coils); Final Affirmative Countervailing Duty Determination:
Stainless Steel Sheet and Strip in Coils from the Republic of Korea, 64 FR 30636 (June 8, 1999) (Sheet and Strip);
Final Affirmative Countervailing Duty Determination: Certain Cut-to-Length Carbon-Quality Steel Plate From the
Republic of Korea, 64 FR 73176, 73178 (December 29, 1999) (Cut-to-Length Plate); Final Affirmative Countervailing
Duty Determination: Structural Steel Beams from the Republic of Korea, (June 26, 2000).

The Department of Commerce first concluded that the Korean government directed financial institutions to
provide preferential loans to the Korean steel industry in a 1992 investigation covering basic steel products. Final
Affirmative Countervailing Duty Determinations and Final Negative Critical Circumstances Determinations:
Certain Steel Products from Korea, 58 FR 37338, 37339 (July 9, 1993) (Steel Products from Korea).

That investigation examined bank lending practices through 1991. In several other countervailing duty
investigations, the Commerce Department found that the government continued to direct certain types of credit to
the Korean steel industry through 1997 and 1998. Final Negative Countervailing Duty Determination: Stainless
Steel Plate in Coils from the Republic of Korea, 64 FR 15530 (March 31, 1999) (Plate in Coils); Final Affirmative
Countervailing Duty Determination: Stainless Steel Sheet and Strip in Coils from the Republic of Korea, 64 FR
30636 (June 8, 1999) (Sheet and Strip); Final Affirmative Countervailing Duty Determination: Certain Cut-to-
Length Carbon-Quality Steel Plate From the Republic of Korea, 64 FR 73176, 73178 (December 29, 1999) (Cut-to-
Length Plate); Final Affirmative Countervailing Duty Determination: Structural Steel Beams from the Republic of
Korea, (June 26, 2000).

In 1999, the Court of Appeals for the Federal Circuit ruled that the Department of Commerce’s 1992 investigation
lacked sufficient evidence to show that the Korean government directed credit specifically to the Korean steel
industry through private commercial banks. AK Steel Corp v. United States, 192 F.3d 1367. However, in subsequent
investigations the Department of Commerce reexamined these practices in light of the Court’s decision, and
concluded on the basis of additional information that the steel industry did in fact benefit from government
involvement in the financial sector prior to 1992. See Final Affirmative Countervailing Duty Determination: Certain
Cut-to-Length Carbon-Quality Steel Plate From the Republic of Korea, 64 FR 73176, 73178 (December 29, 1999)
(Cut-to-Length Plate); Final Affirmative Countervailing Duty Determination: Structural Steel Beams from the
Republic of Korea, (June 26, 2000). In the other investigations, the Commerce Department also determined that loans
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provided after 1991 by domestic banks, both private and government owned, constituted countervailable subsidies
to Korean steel companies.

28. KOSA, 1998 Yearbook, 286–287; CMA-Korea, “Steel Financial Ratios.”
29. Debt-to-equity ratios for USX, Bethlehem Steel, National Steel, LTV, and Nucor (top 5 U.S. producers of raw

steel in 1998) from public financial statements.
30. International Monetary Fund, Allocation and Financial Crisis in Korea, IMF Working Paper 99/20

(Washington, D.C., February 1999), 9.
31. Organization for Economic Cooperation and Development, Conference on Corporate Governance in Asia: A

Comparative Perspective, Corporate Governance in Korea (Seoul, March 3–5, 1999), Chart I–4.
32. Averages for electric arc furnace producers are from Korea Iron & Steel Association Yearbook, 1998,

excerpted for CMA-Korea, “Steel Financial Ratios.”
33. Korea Iron & Steel Association Yearbook, 1998, excerpted for CMA-Korea, “Steel Financial Ratios.”
34. These are Sammi Steel, Kia Steel, Hwanyung Steel, and Shinho.
35. Korea Iron & Steel Association and POSCO Research Institute, information translated and excerpted for

CMA-Korea, “Follow-up Questions Two.”
36. Organization for Economic Cooperation and Development, Asia and the Global Crisis – The Industrial

Dimension (Paris, 1999), 74.
37. Organization for Economic Cooperation and Development, OECD Economic Surveys: Korea (1997–1998)

(Paris, 1998), 83.
38. Organization for Economic Cooperation and Development, Asia and the Global Crisis – The Industrial

Dimension (Paris, 1999), 69–74.
39. Russ McCulloch, “Korean Banks Step in to Help Sammi,” Metal Bulletin, July 2, 1992.

Nine Korean banks are this week due to begin disbursing some 132bn won ($167m) in
emergency loans to help the Sammi group of companies out of their financial trouble…
The Korea First Bank, Sammi Steel’s main creditor bank will extend the largest single
portion of the new loans with 40bn won, followed by the Korea Development Bank
with 30bn and the Commercial Bank of Korea with 20bn. (21)

40. John Burton, “POSCO Pins its Hopes on IMF: Steelmaker needs freer hand,” The Financial Times, Nov. 27,
1999.

The initial government response was to press state-run Pohang Iron & Steel (POSCO),
Korea’s dominant steel company and the world’s largest in terms of production, to help
rescue its bankrupt rivals…The forced intervention of POSCO worried investors, who
feared that the spree of acquisitions would burden the steelmaker with unwanted
facilities. Credit-rating agencies threatened to downgrade POSCO if the deals were
concluded. (27)

41. Organization for Economic Cooperation and Development, Conference on Corporate Governance in Asia: A
Comparative Perspective, Corporate Governance in Korea (Seoul, March 3–5, 1999), Table IV–1.

42. Michael Schuman, “South Korea Risks Deepening Crisis As Ailing Firms Cling to Old Patterns,” The Wall
Street Journal, March 13, 1998, 1. “Like many other victims of the financial turmoil, Kia is benefitting from Korea’s
lingering willingness to allow financially troubled major companies to carry on indefinitely.”

43. CMA-Korea, “Steel Questions Four.” Includes finished steel for companies that do not make crude steel.
44. Collier Bankruptcy Manual, 3rd ed., Vol. 1, section 364.01-364.07 (2000).
45. Hanbo’s hot-rolled mill did, however, shut-down in July, 1998.
46. Michael Schuman, “South Korea Risks Deepening Crisis As Ailing Firms Cling to Old Patterns,” The Wall

Street Journal, March 13, 1998, 1.
47. POSCO, the only integrated steel producer in Korea, remained healthy during the financial crisis of 1998.

Despite a colossal drop in domestic demand, POSCO increased its relative share of the domestic steel market.
48. The information in the text box was derived from the following sources: “POSCO Keeps the Momentum

Going,” Metal Bulletin Monthly, February 1998; Hannuri Investment & Securities, POSCO (0549.KS) –Up-shifting
Earnings Momentum, 31 May 1999.

49. Korea Fair Trade Commission, Joint Anti-Competitive Activities of 11 Scrap Demanding Companies and
Korea Iron and Steel Association: Decision No. 98-273 (November 24, 1998). [Hereinafter KFTC November 1998
Report] The report investigated anticompetitive practices in the steel sector from April to October of 1998. See also
Government of Korea March 9, 1999, response to USTR questions.

50. According to the KFTC November 1998 Report, POSCO holds 70 percent of the hot-rolled steel, cold-rolled
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steel coil, electrically galvanized plate and wire rod markets, as well as 60 percent of the heavy and thick plate market.
POSCO also leads the zinc-coated steel sheet market with a 50 percent share, and a 24 percent share of the tin-coated
steel sheet market, surpassed only by Dongyang Tinplate Corporation which holds a 40 percent share. See CMA-
Korea, “Part 1. Steel Producers.”

51. KFTC, November 1998 Report.
52. Id.
53. Government of Korea March 9, 1999, Response to USTR’s Questions.
54. KFTC November 1998 Report. For restricting its sales outlets from handling competing companies products,

POSCO was fined 1.64 billion won. The KFTC also found unlawful unfair joint activities of the tin-plated and other
flat steel companies, including Posteel, Dongbu Steel, Dongyang Tin Plate and Shinhwa Industries. According to the
KFTC, these companies “restrict competition in the market for their products by deciding through agreement … the
selling price for tin-plated flat steel, freight charged to customers’ location, and their respective market shares.”
Posteel was fined 3.3 billion won for these activities. In addition, along with Union Steel and Dongbu Steel, POSCO
was found to restrict competition in the color coated steel market by agreeing to and carrying out a 19.5 percent price
increase in unfair joint activities. The fine for POSCO was 115 million won. POSCO’s total fines came to about $3.5
million, at the existing exchange rate.

55. Korean Government Response to USTR’s Questions. April 1999. The policy of setting artificially low hot-
rolled coils prices was officially discontinued in 1999.

POSCO has been able to maintain its profitability despite the influence of the government in setting low prices
for some products. In 1998, for example, while most Korean steel producers were struggling with huge debt burdens
and were close to collapse, POSCO recorded more than $800 million in profits out of $7.9 billion in sales, an
astounding profit margin of more than 10 percent during Korea’s worst post-war economic crisis. As explained above,
POSCO’s dominant position in the domestic market gives the company a solid and reliable sales base.

POSCO’s success during the crisis can, in part, be explained by the company’s excellent balance sheets—the
company has a very low debt burden and excellent cash flow. Moreover, during 1998, POSCO’s exports, which
increased by approximately 14 percent from 1997, resulted in higher won-denominated earnings given the 32 percent
depreciation of the Korea won. Further, according to one report, the company’s foreign currency based revenues
exceeded its raw material import costs. This report also explains that this was one reason how POSCO could maintain
its operating profit at a time when international steel prices were collapsing and domestic demand had nearly
evaporated. Hannuri Investment & Securities, POSCO (0549.KS) -- Up-shifting Earnings Momentum, 31 May 1999.

56. POSCO determined domestic prices for some products with reference to the price of imports. Since imports
were subject to import duties, POSCO set its domestic price in Korean Won to compete with the duty-inclusive import
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58. “POSCO Struggling to Cope with Challenges at Home, Abroad,” The Korea Herald, November 23, 1998.
59. Government of Korea March 9, 1999, Response to USTR’s Questions.
60. “S. Korea Cautions Business on Expansions.” Virtual Steel News , October 16, 1997 Web site available from

http://www.Virtualsteel.com; Internet, accessed February 8, 2000. Oh Kang-hyun, then-Korean Deputy Minister for
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Stiffer Competition,” Korea Herald, January 10, 2000 “Hyundai’s aspirations to secure its own steel supply has been
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Advocate Free Market,” Korea Herald, July 23, 1997 [Kim Dae-jung criticized] the government’s opposition to
Hyundai’s entry into steel-making business; Lee Kap-soo, “Hyundai to Introduce Technology for Construction of
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is expected to face serious difficulties as the government objects to Hyundai’s latest move, citing concerns over a
possible glut in steel supply.”
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63. POSCO’s domestic sales figures derived from Government of Korea March 9, 1999, Response to USTR’s
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67. Korean exports of plate to the U.S. increased by over 313,000 tons from 1997 to 1998. It appears that over 80
percent of this increase was exports of plate by Dongkuk. Government of Korea March 9, 1999, Response to USTR’s
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from CMA-Korea, “Steel Market and Market Trends: Table 2-4.”
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export surge and import surge numbers are somewhat different. GTIS, WTA-Korea.

72. Id.
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According to Bank of Korea information cited in the CMA-Korea, “The Steel Market and Market Trends,” the
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81. Id.
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percent. Government of Korea March 9, 1999, Response to USTR’s Questions.
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94-48. [Hereinafter CADE Report]
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market. See Securities and Exchange Commission, CSN’s 1998 Form 20-F Filing, 26.

3. Instituto Brasileiro de Siderurgia (IBS), Anuario Estatistico: Brazil Steel Databook (Rio de Janiero, May,
1999), 1/7 and 1/8. [Hereinafter IBS-Anuario Estatistico]

4. Id.
5. Brazil Country Market Analysis, [Hereinafter CMA-Brazil]
6. CADE Report, 17.
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10. Id.
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12. CADE Report, 12.
13. “DCR Assessment Finds The Brazilian Steel Industry Poised for Change,” PRN Newswire, May 11, 1999.
14. CADE Report, 20.
15. See Chart 3–19 in the Japan section of this chapter.
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stated their opinion that Brazilian steel producers are “fiercely competitive.” Interviews with Liberal (Bank of
America) and Bozano-Simonsen by Department of Commerce analysts, December 1999, Rio de Janeiro, Brazil.

17. Joseph J. Innace, “Brazil: World class steelmaking, global growing pains,” American Metal Market, June 23,
1998.
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CST; and 2 percent of Acominas. See CMA-Brazil, 29, 43, 54, and 83.

19. Source for cross-ownership chart came from Banco Nacional de Deservolvimento Economico e Social.
20. “Complicated Restructuring Ahead,” Gazeta Mercantil Online, January 20, 2000. Noting that “there are share

investments throughout the [steel] sector,” and that “[Steel] companies are shareholders in other, competing steel
firms, opening the path for possible conflicts of interest.”

21. IBS-Anuario Estatistico.
22. In its 1999 finding of collusion to fix steel prices CADE noted that ordinary flat steel products “cannot be
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acquired on economically viable terms on the international market.” CADE Report, 47. According to CADE, steel imports
are not competitive in the Brazilian market because of “nationalization costs.” “[I]mports are not competitive. The
internal price is lower than the world price when nationalization costs are included. …[T]he domestic market for flat steel
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23. Industry Trader interviews by Department of Commerce analysts, December 1999, Sao Paolo, Brazil.
24. This is based on a February 25, 2000, conversation between a Department of Commerce staff member and

representatives from Carpenter Technology, a stainless steel producer based in Reading, PA.
25. Industry Trader interviews by Department of Commerce analysts, December 1999, Sao Paolo, Brazil. See also,

CMA-Brazil, 118. Brazil’s steel tariff rates for these products are higher than those of some other Latin American
countries (e.g., Chile has a flat tariff rate of 11 percent, Venezuela’s rates range from 5 to 15 percent, and Mexico’s
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Customs Journal , 1998–1999. See OECD, Steel Trade and Trade-Related Issues 1995–1998, Country Profiles:
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26. CMA-Brazil, 155.
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28. U.S. Department of State, 1997 Country Reports on Economic Policy and Trade Practices: Brazil

(Washington D.C.), 4.
29. Id.
30. With regard to steel imports, on a December 1999 trip to Brazil, Department of Commerce officials were told

that the Brazilian government had suspended the automatic licensing procedures for imports of stainless steel and
wire rod. Brazilian officials stated that the suspension of automatic licensing procedures was due to trade disputes.
However, the suspension of automatic licensing appears to be a less than transparent process. As noted in a 1999
decision by the European Commission concerning the Brazilian import licensing regime for steel plates, European
Community steel producers complained that the Brazilian government suspended automatic licensing procedures for
their stainless steel plates and imposed special import payment restrictions on them. The producers complained that
“no announcement of [the] change or explanation of the legal basis authorizing the dismissal of licence applications
experienced by importers of the Community products was provided by Brazilian authorities, and that the change
appeared to result from internal guidelines of the Brazilian administration.” Interview with Brazil’s Ministry of
Development by Department of Commerce analysts, December 1999, Rio de Janeiro, Brazil.

31. As quoted in Corinna C. Petry, “A Volatile Outlook for Latin America’s Steel,” Metal Center News, March 1999.
32. Evidence suggests that Brazilian stainless steel producers also require distributors to purchase a certain level

of all types of steel products. This may serve to artificially maintain production of steel products with less demand.
From interview with Brazilian steel industry experts by U.S. Department of Commerce officials, December 1999, Sao
Paolo, Brazil. See also Corinna C. Petry, “A Volatile Outlook for Latin America’s Steel,” Metal Center News, March
1999.

33. Michael Kepp, “Steel Service Centers Continue to Consolidate,” American Metal Market, August 25, 1998.
However, other sources say that consolidation of the distribution networks has had positive effects. For instance,
some of the large service centers have indicated that “this sector concentration has enabled them to get a bigger slice
of the market by using economy-of-scale advantages to reduce their prices.” Further, Brazilian steel officials have
been credited with saying that “increased steelmaker control of the distribution system is good for both sides. The
mills reduce costs by selling more steel to fewer distributors. …” Michael Kepp, “Brazil Experiences Consolidation
Gains,” American Metal Market, August 19, 1997.

34. Corinna C. Petry, “A Volatile Outlook for Latin America’s Steel,” Metal Center News, March 1999.
35. “Economy-Brazil: High Interest Rates Hurt in Many Places,” International Press Service, October 22, 1998.
36. IBS-Anuario Estatistico.
37. World Trade Atlas Brazil CD-rom (December 1999 ver.).
38. Id.
39. Id.
40. Id. Exports of Brazilian hot-rolled steel dropped from 1,205,570 MT in 1997 to 1,104,150 MT in 1998.
41. Id. Exports of hot-rolled steel to the United States increased from 393,000 MT in 1997, or approximately 33

percent of total hot-rolled exports, to 460,000 MT in 1998, or approximately 42 percent of total hot-rolled exports.
42. Id. Brazil’s exports of cold-rolled steel to the United States increased from 122,000 MT 1997 to 225,000 MT in

1998, representing a shift from 44 percent of total cold-rolled exports in 1997 to 59 percent in 1998.
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43. Id.
44. IBS-Anuario Estatistico.
45. CMA-Brazil, pt. 7.1– 7.3. CSN’s net profit for fiscal year 1998 was U.S.$384.15 million. Likewise, Usiminas

earned a net profit of approximately U.S.$279.92 million for fiscal year 1998. CST followed this trend, earning a net
profit of U.S.$48.12 million for fiscal year 1998. An exception to this statement is Cosipa. In 1998, Cosipa incurred a
net loss of -U.S.$270.91 million. Cosipa’s lack of profitability may perhaps be explained by the short-term debt crisis
experienced by the company in 1998.

46. Carbon hot-rolled steel includes hot-rolled sheet, strip and plate-in-coil.
47. U.S. ITC Dataweb available from http://dataweb.usitc.gov; Internet. The Brazilian decrease was

commensurate with the decreases in average unit values of U.S. imports of carbon cold-rolled steel from Russia and
Japan. In January 1998, the average unit value of U.S. imports of carbon cold-rolled steel from Russia was U.S.$266
per metric ton. In December 1998, this value had decreased to U.S.$195 per metric ton. Similarly, average unit values of
U.S. imports of carbon steel from Japan decreased from U.S.$328 per metric ton in January 1998 to U.S.$277 per metric
ton in December 1998.

48. Id.
49. See Argentina’s Semi-Annual Report Under Article 16.4 of the Agreement to the WTO Committee on AD

Practices, August 1999; See also Livia Ferrari, “ Argentina Ends Legal Action On Steel,”  Gazeta Mercantil Online,
November 19, 1999); Michael Kepp, “Argentina Not Likely To Impose Duties,” American Metal Markets, February
11, 2000. This will increase to 38,000 tons during year two and 39,000 tons during years three through five.

50. ITC, Suspension of Antidumping Duty Investigation: Certain Hot-Rolled Flat-Rolled Carbon-Quality Steel
Products From Brazil, 64 Federal Register 38792 (July 19, 1999). Under the World Trade Organization’s Antidumping
Agreement, dumping occurs when the export price of a product is less than the price for which a like product is sold
for consumption on the domestic market. See Agreement On Implementation Of Article VI Of The General Agreement
on Tariffs and Trade 1994, art. 2.1.

51. ITC, Suspension of Countervaling Duty Investigation: Certain Hot-Rolled Flat Rolled Carbon Quality
Steel Products From Brazil, 64 Federal Register no. 38797.

52. ITC, Suspension of Antidumping Duty Investigation: Certain Hot-Rolled Flat-Rolled Carbon-Quality Steel
Products From Brazil, 38794.

53. Unlike U.S. imports from Japan, in the aggregate, steel imports from Brazil did not surge in 1998. Rather, they
declined slightly, at ever lower prices. However, for specific products, such as hot-rolled and cold-rolled steel, imports
increased significantly. The overall small drop in Brazilian steel imports from 1997 to 1998 was mostly due to the fall
off in semi-finished steel imports. However, Brazilian semi-finished steel imports roared back in 1999, increasing over
70 percent.

Chapter 4

1. As discussed in Chapter 2, imports of steel mill products in 1998 increased 33 percent or roughly 9 million MT
over 1997, the previous record year for imports. Import penetration for steel mill products in 1998 reached 30 percent,
an all time high. Import penetration for finished steel products in 1998 reached 26.4 percent, the first time in ten years
that the figure exceeded 20 percent. Hot-rolled steel imports in 1998 increased 74 percent or 4.5 million MT compared
to 1997, while imports of heavy structurals rose 170 percent, an increase of 1.6 million MT. Imports of reinforcing bar,
cut-to-length plate and line pipe in 1998 increased 75, 53, and 37 percent, respectively, compared to 1997 levels.

2. In order to provide effective relief to the industry and U.S. steel workers while addressing particular concerns
regarding Russia and Brazil, the Commerce Department negotiated antidumping suspension agreements with Russia
in the hot-rolled and cold-rolled steel investigations (the cold-rolled suspension agreement was terminated as a result
of the ITC decision), with regard to Brazil an antidumping and countervailing duty suspension agreement was
reached in the hot-rolled steel investigations.

The suspension agreements imposed pricing disciplines upon Brazilian and Russian steel shipments to the
United States and set annual import quotas on the products involved that greatly reduced shipments to the United
States. The agreements also included moratoria on steel shipments that addressed the injury caused by the earlier
surges.

3. Final ITC determinations have yet to be made with respect to the two structural beam investigations against
Korea, and the investigations on tin mill products and circular seamless stainless steel hollow products.

4. “U.S. Steel Mills Come Under Fire for Uncompetitive Pricing,” Metal Bulletin, May 19, 2000 available from
http://www.metalnet.co.uk; Internet. Please note that dates of Metal Bulletin articles cited may not correspond to the
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date of publication in printed version of Metal Bulletin. “Donald Pratt, chairman of Butler Manufacturing Co., a
manufacturer of steel buildings, noted that U.S. prices for galvalume are 10–20 percent higher than in Europe and
domestic hot-rolled coil prices are at least 20 percent higher. ‘The steel industry must be globally competitive,’ he
said. ‘Trade cases only delay the inevitable.’”

Also, “Steel Users Call Attention to Trade Woes,” American Metal Market, June 29, 2000, available from http://
www.amm.com: Internet. “The IADC’s (International Association of Drilling Contractors) senior vice president of
government affairs, Brian Petty said, ‘The current system is fatally flawed with bias against consuming industries.’”
Please note that dates of American Metal Market articles cited may not correspond to the date of publication in
printed version of American Metal Market.

5. In making this determination, the statute directs the ITC to consider “(1) the timing and the volume of the
imports, (2) a rapid increase in inventories of the imports, and (3) any other circumstances indicating that the remedial
effect of the antidumping order will be seriously undermined.”

6. The ITC has made affirmative critical circumstances determinations in two antidumping investigations in the
past twelve years, Coumarin from the PRC, and Preserved Mushrooms from the PRC.

7. In 1984, the steel industry successfully pursued a Section 201 case against a wide range of steel imports which
resulted in voluntary restraint agreements (VRAs) with major steel exporters to the United States (excluding Canada).
VRAs were in place until 1992, having been extended for an additional two years.

8. On July 11, 2000, the ITC made a negative determination in the Section 201 case on imports of crabmeat from
swimming crabs.

9. “U.S. Steel Mills Get Government-Backed Loans,” Metal Bulletin, July 3, 2000, accessed on July 17, 2000.
10. “Government Board Approves Four Guarantees to Steel Companies,” Inside U.S. Trade, July 7, 2000,

accessed on July 17, 2000. Also, “Steel Loans Won’t Go Into Major Projects,” Metal Bulletin, July 6, 2000, accessed
on July 17, 2000.

11. The USG considers the Emergency Loan Guarantee Fund to be consistent with the United States’ obligations
under the WTO.

12. The industry believed that the ITC’s granting of equal weight to each of the three years examined in its injury
analysis meant that relief could only be sought well after the injury occurred and that the law as it stood was
particularly ill-adapted to address the types of import surges that the industry faced in 1998. Legislation was
proposed by Representatives Levin and Houghton and Representatives English and Cardin which would require the
ITC to grant greater weight to more recent periods when making its injury determinations. The legislation would also
lower the industry standard for Section 201 import relief in a manner consistent with the standards set forth in the
WTO but less burdensome than that contained in the current statute.

13. President, Metals USA, Insteel Steel Group, Larry G. Brown, “Where Have All the Big Beams Gone?” from
excerpts of a speech given in Houston, Texas on December 2, 1999, appearing in the Industry Commentary section of
the American Metal Market Web site, accessed on February 11, 2000.

14. “Beam Prices Threatened by Oversupply,” American Metal Market, June 19, 2000, accessed from the Web
site. Producers have also noted previously that the current boom in the building industry can mean that even minor
delivery delays prompt claims of shortages. Vice President of Marketing and Sales, Chaparral Steel Co., James
Wroble, commenting, in the summer of 1998, on what had then been tightness in the structurals market, stated, “In a
strong building market, when someone wants something, they want it now. If it’s not there, they will quickly call it a
shortage,” quoted in “Building on Structural’s Advantages,” Metal Center News Online, August 1998, available from
http://www.metalcenternews.com; Internet, accessed on November 19, 1999. Please note that dates of Metal News
Center Online articles cited may not correspond to date of publication in the printed versions of Metal News Center
Online.

15. Gurthet states, in the same letter to the editor regarding the article, “Beams take roller coaster ride back to
square one,” which appeared in AMM’s North American Steel supplement on May 17, 2000:

There is one other issue that I would like to comment on and clarify. The article
indirectly quotes Andy Johnson, vice president of AISC Marketing Inc., as saying that
trade cases have created supply problems in the industry. That is not the position of
the American Institute of Steel Construction. Neither Johnson nor the institute has
data to support that position.

16. The information on imports in the bullets that follow were derived from import data reported by Census and
AISI.

17. A number of articles in May and June 2000 have noted that price hikes may not hold and that prices are
softening: “Another Surge of Imports?” New Steel, May 2000, available from http://www.newsteel.com; Internet,
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accessed on July 7, 2000. Please note that dates of New Steel articles cited may not correspond to dates of
publication in printed versions of New Steel; “U.S. HR Coil Import Prices Slipping,” Metal Bulletin, May 9, 2000,
accessed on July 7, 2000; “Rate Increases Slow Steel Industry More Than Forecast,” Wall Street Journal, June 5,
2000, B4; “Stock Correction Weakens U.S. Steel Prices,” Metal Bulletin, June 15, 2000, accessed on July 7, 2000;
“Tags Slide as Sheet Buyers Bite Back,” American Metal Market, June 19, 2000, accessed on July 7, 2000; and “Rush
to Destock Dents Stainless Prices,” American Metal Market, June 21, 2000, accessed on July 7, 2000.

Although prices have been on the rise, in several instances, so have costs. Mini-mill producers, largely reliant on
scrap as a major input, were hit by sharply higher scrap prices, offsetting much of the gains from price increases. For
example, Birmingham Steel average scrap costs in January 2000 were up by over 30 percent compared to January
1999. See “Birmingham Plans to Raise Sections Production,” Metal Bulletin, February 24, 2000, accessed on February
24, 2000. More recently, however, renewed weakness in carbon steel scrap prices has been reported.

Prices for stainless steel products rose substantially from the depths of the crisis, although they remain below
previous levels. However, much of the stainless steel price recovery has been offset by raw material price increases
which in many instances led to higher stainless steel prices through surcharges. Based on estimates provided by
Purchasing Magazine, the price of nickel, a significant input for many stainless steels, roughly doubled between
early 1999 and early 2000. This could translate into an increase in stainless steel costs of over $500 per metric ton for
certain types of stainless steel, more than offsetting the increase in stainless steel prices. In fact, Carpenter
Technology, a producer of stainless and other specialty steels, recently stated that despite increases in production,
shipping volumes, and pricing, it expected substantial negative effects on its fiscal third-quarter (Jan-March 2000)
and full fiscal year earnings resulting from its sharply increased nickel costs. “Carpenter Sees Nickel Nicking
Earnings,” American Metal Market, March 21, 2000, accessed on March 24, 2000. More recently, however, renewed
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Chapter 7

1. The antidumping statute does not dictate a minimum period for the completion of antidumping investigations.
The Agreement on Implementation of Article VI of the General Agreement on Tariffs and Trade 1994 also establishes
no minimum time periods for completing investigations. Moreover, Article 6.14 of the Agreement states: “The
procedures set out above are not intended to prevent the authorities of a Member from proceeding expeditiously with
regard to initiating an investigation, reaching preliminary or final determinations, whether affirmative or negative, or
from applying provisional or final measures in accordance with the relevant provision of this Agreement.”

2. Organization for Co-operation and Development, The OECD Review of Regulatory Reform in Korea (Paris,
June 2000). Cited in Peter Montagnon, “OECD warns South Korea of ‘complacency’ over reforms,” Financial Times,
June 2, 2000.

3. In developing new data programs, potential antitrust concerns must be addressed by avoiding, inter alia, the
creation of short-term market forecasts.

4. The International Development Association (IDA) of the World Bank Group provides financing to the least
developed countries. The term “IDA-only” excludes those countries that are “blend countries” which are eligible for
both IDA and IBRD funds. For a list of current IDA-eligible borrowers, see http://www.worldbank.org/ida/
eligible.htm; Internet.


