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THE WHITE HOUSE 

WASHINGTON 

March 15, 1976 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR 
THE HONORABLE FREDERICK B. DENT 
The Special Representative for Trade Negotiations 

SUBJECT: Specialty Steel Import Case 

Confirming verbal advices to your office, the President reviewed 
your memorandum of March 1, 1976 on the above subject and approved 
the following: 

OPTION III. On March 16, the President would announce: 

(1) that he would proclailn import quotas for a period of three years, 
effective from June 14, 1976 to June 13, 1979, comparable to the 
overall levels (but not the product category levels) of the first 
three years of the USITC recommended remedy (see Attachrnent A); 

(2) that during the following 90 days the United States would seek to 
negotiate orderly marketing agreements with exporting countries, 
which would better accommodate our mutual needs and which would 
be substituted for the intended import quotas; anci 

(3) that under the Trade Act's authority, the President would, after 
taking into account advise received from the USITC, and the 
Secret.aries of Labor and Commerce, reduce or terminate the 
import relief provided either in the form of quotas or under agree
ments, if due to improvements in the economic position of the 
domestic industry, he determined that it was in the national interest 
to do so. 

The documents attached to your memorandum of March 1 to implement 
the President's decision are being prepared for the President's signature 
and you are requested to follow-up with any additional action that is 
necessary. 

cc: L. William Seidman 
Dick Cheney 

• 

James E. Connor 
Secretary to the Cabinet 

Digitized from Box C36 of The Presidential Handwriting File at the Gerald R. Ford Presidential Library



ATTACHMENT A 

USITC Recommended Remedy 

Quantitative restrictions would be imposed for 
five years, on the following basis: 

Product 

Stainless Steel 
Sheet and Strip 
Plate 
Bar 
Rod 

Alloy tool steel 

TOTAL 

1976 
---(in 

79,000 
13,000 
19,600 
16,000 

18,400 

146,000 

1977-1980 
short tons) 

Minimum Maximum* 

73,100 13% 
11,900 15% 
19,600 13% 
15,900 52% 

18,400 18% 

138,900 

*Amount equal to specified percent of preceding year's 
apparent consumption . 
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-~ PltES I DENT HAS SED' ...• 

THE WHITE HOUSE 

WASHINGTON 

March 12, 1976 

MR PRESIDENT: 

Specialty Steel Import Case 

The Vice President has submitted the attached 
memorandum in response to the materials 
forwarded to him. 

Jim Connor 

Attachment 



MEM"ORANDUM 

OFFICE OF THE VICE PRESIDENT 

WASHINGTON 

March 12, 1976 

MEMORANDUM FOR THE PRESIDENT 

FROM: The Vice President 

SUBJECT: Specialty Steel Import Case 

I have reviewed the materials submitted to you on the 
specialty steel import case and concur that the issue 
narrows to a judgment on whether to: 

announce three-year import quotas effective 
in 90 days (Option III), 

or 

announce that you will seek agreements with 
exporting countries over the next 90-day 
period and, in the absence of agreement, will 
provide import relief (which the materials call 
the Scowcroft alternative). 

Although it is a tightly balanced judgment, I perfer the 
latter option for the following reasons: 

1. It is a more flexible approach and does not 
overtly threaten our trading partners with a 
specific action. 

2. There are signs that the Western European countries 
and Japan are beginning to follow our economic 
upswing. 

Imposing quotas immediately will suggest that 
the United States is reverting to a protec
tionist position, and will induce a cycle 
of counterproductive protectionist and 
retaliatory actions . 
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Retarding the recovery of our free world 
trading partners could ultimately reflect 
back on our own economy, resulting in 
much greater unemployment. 

3. Although many feel Congress would quickly override 
your action and impose a five-year quota, I do not 
believe that the affected groups or Congress will 
act if the broad aspects of the case are fully 
presented to the American people. Congress would 
be confronted by a reasonable request from you for 
time to bargain. 

I note that a Wall Street Journal article this 
assessed that the impact of such a delaying action 
generate as severe repercussions as some predict. 
argues that: 

morning 
might not 
The writer 

"Publicly the industry and United Steel
workers have adopted a seemingly inflexible 
stance .••. 

Privately, however, there are indications 
that a compromise solution might be acceptable, 
if the President set a firm and not-too-distant 
date by which quotas would go into effect should 
efforts to negotiate voluntary reductions in 
imports fail." 

RECOMMENDATION: That you not announce what type of import 
relief you will seek at the end of 90 days. 

2 
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THE WHITE HOUSE 

WASHINcfTON 

March 9, 1976 

MEMORANDUM FOR RICHARD CHENEY ~ 

FROM: WILLIAM GOROGV'-

SUBJECT: Specialty Steel Case 

Ambassador Dent called today and reemphasized the 
importance of an early Presidential decision if 
our action will be to accept the recommendation of 
the Trade Policy Committee. STR and State agree 
that a fast visit to Tokyo and Brussels would be 
in order prior to a public announcement. Such 
a visit would pave the way for establishing 
orderly marketing agreements and perhaps would 
forestall a bad initial response from Japan and the 
EC. 

I have advised Ambassador Dent to make the neces
sary travel plans, and that we would attempt to 
expedite the decision . 
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THE WHITE HOUSE 

WASHINGTON 

March 6, 1976 

MR PRESIDENT: 

Specialty Steel Import Case 

The attached memorandum from Ambassador Dent 
was staffed to members of the senior staff. 
Messrs. Marsh, Buchen, Cannon, Friedersdorf 
and Morton concur with Ambassador Dent's recom
mendation of Option III. 

Max Friedersdorf adds the comment - "We have 
received a request for a meeting with the President 
by a number of Congressmen and Senators from 
Ohio, Pennsylvania, New York and West Virginia 
to discuss this subject. " 

Jim Cannon adds the comment - "It is troubling to 
note, however, that Attachment D - "Specialty Steel 
Case Background" indicates that "the specialty steel 
industry is suffering to a large extent from the 
domestic recession." Thus, it appears that the 
industry suffers primarily from cyclicality, not 
imports. This certainly throws into substantial 
question the USITC finding that the industry was 
seriously injured substantially due to increased imports." 

Brent Scowcroft recommends still another alternate 
to the solutions stated in Ambassador Dent's memo. 
His comments are attached at Tab #1. 

Should you select Option III, the necessary documents 
to implement your decision will be prepared for your 
signature. 

Jim Connor 
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THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

WASHINGTON 

CONFIDBN':PIAL 

MEMORANDUM FOR THE PRESIDENT -I 
FROM Frederick a. Dent, chairman ~i ~r 

Trade Policy Committee 

SUBJECT: Decision Memorandum - Specialty Steel Import Case 

On January 16, 1976, the U.S. International Trade Commis
sion (USITC), in its first affirmative injury finding under 
the Trade Act of 1974, found that the industries producing 
certain stainless and tool steel were being seriously injured 
by imports. These industries produce approximately one and a 
half percent of total domestic steel tonnage. 

Your determination of whether you will provide import 
relief for these industries must be published by March 16. 
If you determine that you will provide relief, you have the 
authority to impose tariff increases, tariff-rate quotas, or 
quotas, for up to a period of five years. Alternatively you 
can announce an intention to negotiate orderly marketing agree
ments, in which case import relief must be effective by 
June 14, 1976. 

You also have the option of deciding that imposing import 
relief would be contrary to the national economic interest, and 
you can decide not to grant relief. 

The USITC recommended the imposition of quotas for a five 
year period. (See Attachment A). You do not have to accept 
this recommendation, but must report to the Congress your 
reasons for taking a different action, and your decision would 
be subject to a potential Congressional override by a majority 
of those present and voting in both Houses. If the override 
resolution were voted, the Trade Act would require you to im
pose the USITC recommended quotas. After seeking the views of 
many interested Senators and Congressmen, I am of the opinion 
that if you decided to provide little or no import relief in 
this case, the chances for an override are very great. 

DECLASSIFIED 
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- 2 -

I am setting forth below for your decision the options 
recommended by one or more agencies that participate in the 
Trade Policy Committee (see Attachment B for list of members) 
at a meeting held on February 27, 1976. This committee has 
the statutory responsibility to make recommendations to you on 
import relief actions that you may take. No agency recommended 
that you impose the USITC's suggested remedy of quotas for five 
years. 

OPTION I: Deny relief on grounds of national economic 
interest, and seek unilateral, voluntary 
restraint on the part of foreign suppliers. 

This option is proposed by the State Department. It is strongly 
opposed by the Justice Department. While this option may have 
the least impact on international trade relations, it is the 
consensus of the Trade Policy Committee that it will be over
ridden by the Congress, causing the imposition of the USITC's 
five years of relief. . ~4! 

OPTION I: Approve D1sapprove~ 

OPTION II: Impose import quotas for basically two years, 
comparable to the overall level reached in 1975. 

State and CEA recommend that, if Option I is not accepted, 
relief be provided for one year, with an automatic extension for 
a second year if conditions in the industry have not improved, 
and with a possible third year of relief provided, if it is 
determined at that time that conditions still have not improved. 
(Under the Trade Act, the President does have the authority, 
after seeking USITC advice, to extend relief for a maximum of 
an additional three years beyond the relief initially provided.) 
This option is proposed in view of the cyclical nature of the 
problem faced by the industry, and the impact on our international 
economic relations of a longer period of relief. The consensus 
of the other agencies is that while relief is only warranted for 
less than a five year period, there is an unacceptably high risk 
that limiting relief to a much shorter and indefinite period 
would be overridden by the Congress, resulting in mandatory 
imposition of the USITC quota relief for five years. ~~~ 

OPTION II: Approve Disapprove~ 
~~-: 

c·/~. FO~~-\ 
.1 ~\ 

..COUFIB~Wf'Ild5 

't-.>s ~~ 
·-~ 
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OPTION III. On March 16, the President would announce: 

(1) that he would proclaim import quotas for a period 
of three years, effective from June 14, 1976 to June 13, 
1979, comparable to the overall levels (but not the 
product category levels) of the first three years of the 
USITC recommended remedy (See Attachment A); 

(2) that during the following 90 days the United States 
would seek to negotiate orderly marketing agreements with 
exporting countries, which would better accommodate our 
mutual needs and which would be substituted for the 
intended import quotas; and 

(3) that under the Trade Act's authority, the President 
would, after taking into account advice received from 
the USITC, and the Secretaries of Labor and Commerce, 
reduce or terminate the import relief provided either 
in the form of quotas or under agreements, if due to 
improvements in the economic position of the domestic 
industry, he determined that it was in the national 
interest to do so. 

Because of the cyclical nature of the industries' problem 
in periods of economic recession, namely over-capacity combined 
with increases in imports, the provision of import relief of 
long duration is felt by all agencies to be inappropriate. 
Therefore it has been recommended that any import relief would 
be terminated when there is a sufficient upswing in specialty 
steel production and employment. 

Announcing on March 16 that orderly marketing agreements 
will be sought extends by 90 days the period for the imposition 
of import relief. This period will allow negotiations to take 
place which can take into account the trade interests of export
ing countries, and attempt to avoid payment of compensation or 
possible retaliation. 

This basic option is strongly supported by STR, Commerce, OMB, 
Labor, Treasury, Agriculture, the Acting Executive Director of 
the Council on International Economic Policy, and the Assistant 
to the President for Economic Affm· s 

OPTION III: Approve Disapprove -----

• 



€0NFIDE!N'f'IAL 

- 4 -

Subsidiary Issues Involved in Option III 

The quotas that are recommended are consistent with our 
international obligations under the GATT (General Agreement on 
Tariffs and Trade). However, the GATT also authorizes affected 
exporting countries to retaliate by increasing comparable 
restrictions on any U.S. exports. To avoid this result, the 
United States would generally offer compensation in the form 
of additional reductions in existing U.S. trade barriers on an 
amount of trade comparable to that of the steel imports adversely 
affected by the U.S. restrictions. This compensation exposes 
other U.S. industries to increased foreign competition to pay 
for the temporary relief granted to the specialty steel industry. 
Orderly marketing agreements are designed to avoid retaliation 
or the payment of compensation, by agreement of the affected 
parties. The motive for supplying countries entering into these 
agreements is to obtain more favorable treatment for their steel 
exports than would be obtained under quotas. 

The Justice Department would prefer that the remedy be 
limited to the imposition of quotas, without the offer to nego
tiate agreements, due to the heavy concentration of this industry. 
The Department of Agriculture strongly urges the negotiation of 
orderly marketing agreements to limit the risk of retaliation 
against U.S. agricultural exports in response to U.S. unilateral 
import restraints on steel. 

The Treasury Department proposed that quotas be proclaimed 
for two years, rather than three. Treasury further suggests, 
with CEA concurring, that the conditions for terminating the 
import relief be stressed in the President's March 16 announce
ment. The Labor Department suggests that these conditions re
ceive little emphasis, and prefers that these conditions not be 
made a part of this option. The attached draft press release 
does indicate conditions for terminating the import relief. 

STR and Commerce strongly recommend that you announce that 
any orderly marketing agreements entered into would be terminated 
upon negotiation of a steel sector agreement (described in Attach
ment C). The Trade Act stipulates that articles governed by 
import relief actions are to be exempted from trade liberalization 
in the Multilateral Trade Negotiations. Unless a termination 
clause (related to progress in the Multilateral Trade Negotiations) 
is built into the orderly marketing agreements, there cannot be 
trade liberalization for the products covered. /~'\\ 

CONFI'Qi:N'l'IAI. ~ ~·; 
tf. .. 

\~.:" }~c 
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The State Department suggests that consultations be held 
with Japan and the EC prior to presentation of a recommendation 
to you for the negotiation of agreements. This was not possible 
due to the lack of time, but the Committee recommended that these 
consultations be held after your decision and prior to March 16, 
if feasible, if you choose Option III. I also strongly recommend 
that consultations on specialty steel be held in the OECD as 
soon as possible after bilateral consultations are held. All 
of these consultations would precede, and be preparatory to, 
the negotiation of orderly marketing agreements. 

Finally, you have the authority to order the Secretary of 
Labor to expedite his processing of trade adjustment assistance 
petitions, to assist the large number of unemployed specialty 
steel workers. About 3400 workers of 8500 laid off are already 
eligible for such assistance. I recommend that you issue such 
an order in this case. 

Attached for your information is a background paper on the 
specialty steel industry, a draft press release and Federal 
Register notice for Option III, and letters notifying the Congress 
of your decision (if Option III). If you choose either Option II 
or III, I will prepare any other necessary implementing documents, 
and convene an interagency group to devise a quota allocation , 
scheme and, in the case of Option III, a negotiating plan for the 
orderly marketing agreements. 

CmlF I DEt~'f' IAL .~),_ 
"""" '"' \ 
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ATTACHMENTS 

A. USITC Recommended Remedy 

B. Trade Policy Committee Membership 

C. Steel Sector Negotiations 

D. Specialty Steel Case Background 

E. Draft Press Release 

F. Draft Federal Register Notice 

G. Notification letters to the Congress 

H. Adjustment Assistance Directive to the 
Secretary of Labor 

• 
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ATTACHMENT B 

Trade Policy Committee 

The Trade Policy Committee is established by Section 242 
of the Trade Expansion Act of 1962, as amended. Its membership 
is designated by Executive Order 11846 of March 27, 1975. These 
members are: 

(1) The Special Representative, Chairman 
(2) The Secretary of State 
(3) The Secretary of the Treasury 
(4) The Secretary of Defense 
(5) The Attorney General 
(6) The Secretary of the Interior 
(7) The Secretary of Agriculture 
(8) The Secretary of Commerce 
(9) The Secretary of Labor 
(10) The Assistant to the President for Economic Affairs 
(11) The Executive Director of the Council on International 

Economic Policy 

Pursuant to the Trade Expansion Act the Trade Policy Com
mittee is required to make reco~~endations to the President as 
to what action, if any, he should take on reports with respect 
to import relief submitted to him by the U.S. International 
Trade Commission. 

• 



ATTACHMENT C 

STEEL SECTOR NEGOTIATIONS 

The United States is currently preparing for a steel 
sector negotiation in the MTN by pressing for analyses of 
steel and several other product sectors. Progress has been 
slow towards negotiations on a sector basis and little in the 
way of concrete results can be expected during 1976 absent 
high-level agreement to move forward more quickly. 

It would be to the advantage of the United States, and 
th2 other major steel trading countries, to avoid the unilateral 
imposition of import restrictions or bilateral restraint 
agreements which do not take into account the interests of 
others. It would therefore be useful to expedite a steel sec
tor negotiation to arrive at an agreed international approach 
to steel problems at the earliest possible time. A steel sector 
negotiation need not set a pattern for carving the MTN into 
numerous sector negotiations. Steel trade is characterized by 
cyclical decreases in demand and resulting excess capacity as 
well as by pervasive government intervention in the form of 
ownership and subsidization. 

The basic thrust of the international steel agreement 
that we would seek would be trade liberalization with steel 
tariffs and nontariff barriers substantially reduced or elimin
ated. One of the key NTBs to be dealt with should be subsidization. 
with the results incorporated in the MTN subsidies code. 
Provisions could also be incorporated governing the application 
of export restrictions on raw materials and steel scrap, and 
tte allocation of steel supplies in times of shortage. A 
committee could be provided to monitor developmen-ts in steel 
trade and to provide a forum for multilateral consultations 
under the agreement. 

Recognizing the special cyclical nature of problems of 
trade in steel, the relationship of steel to national defense, 
and the necessity for stable market conditions for long-range 
investment planning, the agreement could contain a safeguard 
clause separate from GATT Article XIX. Particularly during 
periods of recession, the clause could allow the temporary 
imposition of import restrictions to avoid sharp and substantial 
increases in market penetration through price-cutting, especially 
where government intervention was distorting normal competitive 
relationships. To avoid the agreement leading to the imposition 
of unwarranted restrictions, internationally-agreed constraints 
on trade measures would be necessary. These could include the 
following: 

• 
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(a) Import restrictions could only be applied where 
there was substantial domestic capacity to meet domestic 
demand at reasonable prices, and would call for a 
national judgment that substantially increased imports 
would damage the domestic industry. Factors that would 
be taken into account could be under-utilization of 
capacity, unemployment or under-employment, depressed 
sales and profits, planned capacity and investment, etc. 

(b) Restrictions could not be used to cut back imports 
beyond their level during the most recent two or three 
year period. 

(c) There could be a requirement of international justi
fication of restrictions before the surveillance committee 
(with or without prior international approval of 
restraints). 

(d) The duration of the restraints could be limited 
to one initial period, followed by one renewal period. 
Further restraints might require international approval, 
be subject to an international veto, or be subject to 
payment of compensation. 

The United States would submit a steel agreement of this 
kind to Congress for approval of implementing legislation under 
the NTB procedures of Trade Act sections 102 and 107 . 

• 



l\.TTACHMENT D 

SPECIALTY STEEL CASE BACKGROUND 

Specialty steel imports amounted to nearly $200 million in 
1975. This represented a nearly two-fold increase compared with 
1970 imports of about $110 million. 

In tonnage terms, imports of stainless and alloy tool steel 
in 1975 were the second highest level since 1968. Import pene
tration rates were about 20% in 1970, 1971, and 1975, substantially 
higher than for the intervening years. 

Domestic production and shipments more than doubled from 
1970 to 1974. However, in 1975, a decline of roughly 45% occurred. 
Employment trends over the last several years have also been 
generally upward. However, in 1975, approximately 8500 workers 
were in lay-off status representing approximately 25% of the 
industry's work force. 

The specialty steel industry is geographically concentrated 
in the eastern half of the United States with the largest number 
of plants located in Pennsylvania. Substantial production also 
is found in New York, Ohio, Maryland, Michigan and Indiana. 
Pennsylvania in particular has been hard hit by cut-backs in 
domestic shipments. 

The specialty steel industry is suffering to a large extent 
from the domestic recession and is expected to recover substantially 
as the domestic economy recovers. Long-run prospects for the U.S. 
market appear favorable with a higher growth rate likely than 
for carbon steel products. Further, the domestic industry appears 
to be cost competitive with Japan and the EC, the principal 
sources of imports aside from Sweden. A major question mark on 
the horizon is Korea which has purchased a large specialty steel 
facility from the U.S. and plans to begin production in late 
1976, which could lead to exports to the U.S. market amounting 
to roughly 1/5 total U.S. imports. 

The USITC case involves only specialty steel and not the 
much larger carbon steel industry. Specialty steel imports account 
for only 5% of U.S. steel imports by value and 1% in tonnage terms. 
However, the entire steel industry suffers from similar problems, 
cyclical swings in demand resulting in excess capacity in periods 
of recession, aggravated by governmental actions abroad. While 
the impact on domestic specialty steel production has been much 
sharper than with respect to carbon steel, the effect on the whole 
steel industry has been substantial . 
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The specialty steel industry has urged the U.S. Government 
for many years to grant protection against import competition. 
Such pressure in 1971 led to negotiation of stainless steel 
subceilings under the steel voluntary restraint agreements (VRAs) 
with Japan and the European Co~munity. Experience under those 
restraints indicates that Japan did not fill the levels allocated-
probably due to high demand in other world markets--and that the 
EC probably exceeded the levels provided for under the VRA. 

Attached is a detailed interagency paper on specialty 
steel if further information is required . 

• 
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ATTACHMENT B 

Trade Policy Committee 

The Trade Policy Committee is established by Section 242 
of the Trade Expansion Act of 1962, as amended. Its membership 
is designated by Executive Order 11846 of March 27, 1975. These 
members are: 

(1} The Special Representative, Chairman 
(2) The Secretary of State 
(3) The Secretary of the Treasury 
(4) The Secretary of Defense 
(5) The Attorney General 
(6) The Secretary of the Interior 
(7) The Secretary of Agriculture 
(8) The Secretary of Commerce 
(9) The Secretary of Labor 
(10) The Assistant to the President for Economic Affairs 
(11) The Executive Director of the Council on International 

Economic Policy 

Pursuant to the Trade Expansion Act the Trade Policy Com
mittee is required to make recommendations to the President as 
to what action, if any, he should take on reports with respect 
to import relief submitted to him by the u.s. International 
Trade Commission. 

• 



• 



ATTACHMENT C 

STEEL SECTOR NEGOTIATIONS 

The United States is currently preparing for a steel 
sector negotiation in the MTN by pressing for analyses of 
steel and several other product sectors. Progress has been 
slow towards negotiations on a sector basis and little in the 
way of concrete results can be expected during 1976 absent 
high-level agreement to move forward more quickly. 

It would be to the advantage of the United States, and 
the other major steel trading countries, to avoid the unilateral 
imposition of import restrictions or bilateral restraint 
agreements which do not take into account the interests of 
others. It would therefore be useful to expedite a steel sec
tor negotiation to arrive at an agreed international approach 
to steel problems at the earliest possible time. A steel sector 
negotiation need not set a pattern for carving the MTN into 
numerous sector negotiations. Steel trade is characterized by 
cyclical decreases in demand and resulting excess capacity as 
well as by pervasive government intervention in the form of 
ownership and subsidization. 

The basic thrust of the international steel agreement 
that we would seek would be trade liberalization with steel 
tariffs and nontariff barriers substantially reduced or elimin
ated. One of the key NTBs to be dealt with should be subsidization, 
with the results incorporated in the MTN subsidies code. 
Provisions could also be incorporated governing the application 
of export restrictions on raw materials and steel scrap, and 
the allocation of steel supplies in times of shortage. A 
committee could be provided to monitor developments in steel 
trade and to provide a forum for multilateral consultations 
under the agreement. 

Recognizing the special cyclical nature of problems of 
trade in steel, the relationship of steel to national defense, 
and the necessity for stable market conditions for long-range 
investment planning, the agreement could contain a safeguard 
clause separate from GATT Article XIX. Particularly during 
periods of recession, the clause could allow the temporary 
imposition of import restrictions to avoid sharp and substantial 
increases in market penetration through price-cutting, especially 
where government intervention was distorting normal competitive 
relationships. To avoid the agreement leading to the imposition 
of unwarranted restrictions, internationally-agreed constraints 
on trade measures would be necessary. These could include the 
following: 
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(a) Import restrictions could only be applied where 
there was substantial domestic capacity to meet domestic 
demand at reasonable prices, and would call for a 
national judgment that substantially increased imports 
would damage the domestic industry. Factors that would 
be taken into account could be under-utilization of 
capacity, unemployment or under-employment, depressed 
sales and profits, planned capacity and investment, etc. 

(b) Restrictions could not be used to cut back imports 
beyond their level during the most recent two or three 
year period. 

(c) There could be a requirement of international justi
fication of restrictions before the surveillance committee 
(with or without prior international approval of 
restraints). 

(d) The duration of the restraints could be limited 
to one initial period, followed by one renewal period. 
Further restraints might require international approval, 
be subject to an international veto, or be subject to 
payment of compensation. 

The United States would submit a steel agreement of this 
kind to Congress for approval of implementing legislation under 
the NTB procedures of Trade Act sections 102 and 107 . 

• 
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ATTACHMENT D 

SPECIALTY STEEL CASE BACKGROUND 

Specialty steel imports amounted to nearly $200 million in 
1975. This represented a nearly two-fold increase compared with 
1970 imports of about $110 million. 

In tonnage terms, imports of stainless and alloy tool steel 
in 1975 were the second highest level since 1968. Import pene
tration rates were about 20% in 1970, 1971, and 1975, substantially 
higher than for the intervening years. 

Domestic production and shipments more than doubled from 
1970 to 1974. However, in 1975, a decline of roughly 45% occurred. 
Employment trends over the last several years·have also been 
generally upward. However, in 1975, approximately 8500 workers 
were in lay-off status representing approximately 25% of the 
industry's work force. 

The specialty steel industry is geographically concentrated 
in the eastern half of the United States with the largest number 
of plants located in Pennsylvania. Substantial production also 
is found in New York, Ohio, Maryland, Michigan and Indiana. 
Pennsylvania in particular has been hard hit by cut-backs in 
domestic shipments. 

The specialty steel industry is suffering to a large extent 
from the domestic recession and is expected to recover substantially 
as the domestic economy recovers. Long-run prospects for the u.s. 
market appear favorable with a higher growth rate likely than 
for carbon steel products. Further, the domestic industry appears 
to be cost competitive with Japan and the EC, the principal 
sources of imports aside from Sweden. A major question mark on 
the horizon is Korea which has purchased a large specialty steel 
facility from the U.S. and plans to begin production in late 
1976, which could lead to exports to the u.s. market amounting 
to roughly 1/5 total u.s. imports. 

The USITC case involves only specialty steel and not the 
much larger carbon steel industry. Specialty steel imports account 
for only 5% of U.S. steel imports by value and 1% in tonnage terms. 
However, the entire steel industry suffers from similar problems, 
cyclical swings in demand resulting in excess capacity in periods 
of recession, aggravated by governmental actions abroad. While 
the impact on domestic specialty steel production has been much 
sharper than with respect to carbon steel, the effect ori the whole 
steel industry has been substantial . 
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The specialty steel industry has urged the u.s. Government 
for many years to grant protection against import competition. 
Such pressure in 1971 led to negotiation of stainless steel 
subceilings under the steel voluntary restraint agreements (VRAs) 
with Japan,and the European Conununity. Experience under those 
restraints indicates that Japan did not fill the levels allocated-
probably due to high demand in other world markets--and that the 
EC probably exceeded the levels provided for under the VRA. 

Attached is a detailed interagency paper on specialty 
steel if further information is required • 
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PROBLEM 

.. 
".\:.~ 

On January 16, 1976, the International Trade Commission 

(ITC) issued a report containing an affirmative finding, under 

Section 20l(b) of the Trade Act of 1974, that increased imports 

have been a substantial cause of serious injury or threat 

thereof to domestic producers of bars~ wire rods; and plates, 

sheets, and strip, not cast, not pressed, and not stamped to 

nonrectangular shape; all of the foregoing of stainless steel 

or alloy tool steel. The President has 60 days after receiv-

ing the ITC report (until March 16) to: 

determine what method and amount of import relief he 
will provide or determine that the provision of such 
relief is not in the national economic interest of the 
United States and whether he will direct expeditious 
consideration of adjustment assistance petitions and 
publish in the Federal Register that he has made such 
determination - Sec. 202 (b) (1). 

In reaching his determination the President must take 

into account nine considerations specified in Section 202(c) 

of the Trade Act as well as such other considerations as he 

may deem relevant. 

Under the Trade Act the Presiden~ has nine basic options to 

choose among and announce publically by March 16: 

(1) 

(2) 

Proclaim the ITC's proposed remedy. 

Proclaim imposition of quantitative restrictions~'~ 
differing from those the ITC proposes. ' 

(3) Negotiate an orderly marketing agreement (O~ffi) with 
foreign countries limiting their exports to the U.S. 

(4) Proclaim an increase in duties. 

(5) Proclaim a tariff rate quota (i.e., higher tariffs 
on imports in excess of specified quotas). 

(6) Any combination of actions (2) through (6) above. 
... ,..~,~~r.~~\'7'~ r, i 
~~ ~.,= ... ,;.~, '~~_, ; __ -., -l. ,L~ 
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(7) Actions (I) and (6) combined. 

(8) Determine that import relief is not in the national 
economic interest and announce what other steps he 
is taking to help the industry overcome serious 
injury and the workers to find productive employment. 

(9) Order exped~ted adjustment assistance (can be ordered 
in conjunction with any of the above options). 

Import relief must take effect within 15 days after a deter-

mination is reached, unless a decision is made to negotiate 

an orderly marketing agreement, in which import relief must 

take effect within 90 days. 

If the action taken by the President differs from the ITC 

recommendation, the House and Senate may by an affirmative vote 

of a majority of both houses within 90 working days, disapprove 

the President's decision and force implementation of the ITC 

recommendations. 

The TPSC is charged with initiating recommendations for the 
President. The Special Representative has set a deadline of 
March 2 to transmit recommendations and accompanying documentc:.·
tion to the President. 

RECOMHENDATIONS 

DISCUSSION 

IT~_?-eport 

The Commission's determination is based on affirmative 

determir.ations by three Commissioners on all of the products 

indicated and an affirmative determination by one Commissioner 

with respect to stainless steel bars and wire reds and alloy 

tool steel in all forms (who determined in the negative on 

stainless steel plates, sheets and strip). A fifth Commissioner 

determinea in the negative on all products under investigation 

and the sixth Commissioner abstained. A negative determination 

was made by five Corrrmissioners with respect to one product 

category under investigation -:-- ingots, blooms, billets r sl.~a s 7 . 

fOlio', . . <. 
-2- ·~ ~~ 

t. f 
. ~~· 
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1 and sheet Q.ars .. 
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' 2 The individual Commissioners reflected differences in the 

3 definition of what constituted an industry, the time period 

4 analyzed, the criteria applied, and the conclusions reached. 

5 Among the differences with respect to key questions are the 

6 following: 

7 Industry Definition - Two Commissioners found four identifiable 

8 domestic industries producing articles comparable to those under 
: 

9 investigation. Three Commissioners (including one finding in 

10 the negative) determined that there was only one industry pro-

11 ducing all of these articles. 

12 Increased Imports - Three Commissioners used 1964 to 1975 (9 

13 mos.) import trends in reaching their findings. One Commissioner 

14 used 1968 to 1975 {9 mons.) and found affirmatively on all prod-

15 ucts except stainless steel sheet and strip. The other partici-

16 pating Commissioner used 1970 to 1975 {6 mo~.) and found no 

17 increase in imports for the products investigated (as a whole).· 

18 Injury or Threat of Injury - All four Commissioners analyzing 

19 this question use 1970 to 1975 (9 mos.) as a base period. Two 

20 Commissioners found both injury and threat of injury for all 

21 products on the basis of factors such as low capacity utiliza-

22 tion and profitability; high unemployment; high importer inven-

23 tories; and unused capacity abroad. One Commissioner found 

24 serious injury on similar grounds for all products except stain-

25 less steel plate where he found threat of serious injury due to 

26 a decreasing domestic market share, widening price gap betwe~nfO~,, 
. L ' . (,. 

domestic and foreign products and large unused capacity abroad. [ 

-? 
- 3 -

27 

28 
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1 The remaining Commissioner considered only profitability in 

2 determining serious injury. He found injury for all products 

3 except stainless steel plate where he found no injury. He did 

4 not consider sheet and strip because of an earlier finding of 

5 no increased imports. 

6 Imports a Substantial Cause of Injury - Two Commissioners deter-

7 mined substantial cause affirmatively for all products based on 

' 8 the 1970 to 1975 (9 mos.) time period. One Commissioner joined 

9 them on stainless steel plates using the same period; used 

10 1973-1975 (9 mos.) in analyzing stainless steel sheet and strip, 

11 and found affirmatively on all other products using the 1964 to 

12 1975 (9 mos.) period. The fourth Commissioner found affirmatively 

13 using the 1964 tD 1975 (9 mos.) period for st~inless steel bar 

14 and rod and alloy tool steel. 

15 The Commission recommended imposition of quantitative 

16 restrictions on imports for the next five years to prevent or 

17 remedy injury. Four Commissioners voted for the remedy, includ-

18 ing one who had found only stainless steel bar and rod and alloy 

19 tool steel to IDf!et the requirements for import relief. The 

20 quantitative re.:;trictions recommended are as follows: 

1976 1977-1980 
(in short tons) 

Minimum Maximum* 
Stainless Steel 

Sheet and Strip 79,000 73,100 13% 

21 
22 
23 
24 
25 
26 
27 
28 

Plate 13,000 11,900 15% : -yO~.:,· , 

29 

30 

31 
32 

Bar 19,600 19,600 13% ; ,{>. <... 
Rod 16,000 15,900 52% 

< 0 
·-· 
' t, 

Alloy tool steel 18,400 18,400 18% 
.4'1 . ,. 
-

TOTAL 146,000 138,900 

*Amount equal to specified percent of preceding year's 
apparent consumption. 

- 4 -
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1 Quotas would be allocated to supplier countries on the basis 

2 ·of. their average annual market share during the period·l972 to 

3 1974. Countries that do not fulfill their quotas in a particu-

4 lar year lose that portion of the quota in the following year 

5 and the difference is reallocated to all other countries. 

6 Products and Their Uses 

7 The product categories on which affirmative ITC determina-

8 tions we~e reached encompass more than 1,000 clearly identifi-

9 able products which are used in a wide variety of applications. 

10 Stainless steel is an alloy steel containing, by weight, 

11 less than one percent of carbon and over 11.5 percent of chromium. 

12 Tool steel is alloy steel containing any of five combinations,· 

13 by weight, of chromium, carbon, molybdenum and/or tungsten. 
' 

14 Stainless steel sheets are used in manufacturing chemical 

15 fertilizer and.liquid gas storage tanks and food processing and 

16 hospital equipment. Plates are used in i:he fmanufacture of equip-

17 ment for the chemical processing, petroleum refining, textile, 

18 paper and industrial heating industries. Strip finds application 

19 in a multitude of products such as catalytic convertors, auto-

20 motive trim, and appliances. Bars also are widely used for pump 

21 shafts, bearings, fasteners, medical and surgical ·instruments, :0-~ 
. 'r ...;:; " 

22 

23 

24 

25 

26 

and aircraft landing gear components. ·wire rod is used by pr~~ "6' . I. 
ducers or sold to convertors to be drawn into wire. ~/ 

/.t· 

Tool steel is produced principally in the form of bars and 

rods and is used primarily to make tools (e.g., shears, drills, 

dies, chisels) capable of cutting, forming or otherwise shaping 

27 materials. The major markets are independent tool producers and 

28 - 5 -
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1 captive tool producers of automotive and farm equipment compan-

2 ies. Tool steels are typically made in small lots with very 

3 high quality control levels. 

4 U.S. Tariffs 

5 The imported stainless steel and tool steel articles covered 

6 by the Commission's affirmative determination are classified 

7 under eight TSUS items and include 21 complete TSUSA items as 

8 well as a small portion of seven additional TSUSA "basket" items.* 

9 All products are subject to a basic rate of duty plus an addi-

10 tiona! duty on alloy content as shown in the tabulation below. 

11 The ITC has estimated that the duty on alloy content in all cases 

12 adds less than one percent ad valorem to the duties paid. 

13 

15 
16 

17 
18 
19 

20 
21 

22 
23 

24 

25 
26 
27 

28 
29 
30 

(Cents per pound; percent ad valorem) 
Co 1 . 1 1:-. a-=t_e_a_p_p-::-l~i-c-a"b-:;1:-e----:::C-o-:;-l-.----::2~r-a-t-=--e 

on Dec. 31 --
--:-:::-::-::--:: 

1967 1/ 1975 1/ 

Bars (608.54) 
Wire Rods: 

Not tempered, treated, or partly 
manufactured (608.76) 

Other (608.78} 
Plates and Sheets: 

Not pickled or cold rolled 
(608.85} 

Other (608.88) 
Strip, in thickness 

Not over 0.01 inch (609.06} 
Over 0.01, but not over 0.05 inch 

(609,07) 

14.5% 10.5% 

0.25¢+4% 0.25¢+4% 2/ 
0.375<+4% 0.375¢+4%-3/ 

12% 9.5% 
0.1¢+12% 10% 

10% 8% 

28% 

0.6¢+8~ 
0.85¢+8% 

28% 
0/2¢+28% 

33% 

12.5~ 10.5% 33% 
13.5% 11.5% 33% Over 0.05 inch (609.08) 

1/ Imports are also subject 
- cents per pound) : 

to duty on alloy content as follows {in 

* All of the partial items included are alloy tool steel. The 
ITC estimated that about six percent of alloy tool steel imports 
enter under these codes. 

- 6 -
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1 
2 

December 
1967 

3 Chromium content in excess of 0.2 
4 · percent (607.01) 1.5¢ 
5 Molybdenum content in excess of 0.1 
6 percent (607.02) 35¢ 
7 Tungsten content in excess of 
8 0.3 percent (607.03) 50¢ 
9 Vanadium content in excess of 0.1 
10 percent (607.04) 40¢ 

11 2/ Ad valorem equivalent for 1974 was 5.6% 
12 3/ Ad valorem equivalent for 1974 was 5.1% 

.. 
._ .. --.... 

31 
1975 

0.75¢ 

17.5¢ 

25¢ 

20¢ 

12 Most of the rates of duty applicable to products covered by the 

·13 ITC findings were reduced pursuant to the Kennedy Round negotia-

14 tions. In the case of wire rods (stainless and tool steel), no 

15 reductions were made. 

16 Imports Trends and Sources 

17 Import trends for the products covered by the affirmative 

18 ITC decision are summarized on the following page for the last 

19 eight years~ 

20 (in thousands tons) 
21 
22 
23 
24 Year (s) 

25 1968 
26 1969 
27 1970 
28 1971 
29 1972 
30 1973 
31 1974 
32 1975 

33 Averages 

bheet 
Strip 

81.3 
78.7 
88.8 

107.2 
59.6 
44.7 
64.9 
65.5 

34 T97CF74- 7 3. 0 
35 1970-75 71.7 
36 1972-74(VRA) 56.4 

and I Stainless steel 

Plate l Bar I Rod I Total 

5.2 12.6 15.9 115.0 
7.2 12.6 14.9 113.4 
8.3 15.2 13.9 126.2 

10.3 16.2 13.4 147.1 
17.1 18.5 13.0 108.2 
11.3 20.1 16.8 92.9 
12.4 27.9 22.1 127.3 
11.6 29.2 16.9 129.2 

11.9 19.6 15.8 120.3 
12.9 21.L. 16.0 121.8 
13.6 22.2 17.3 109.5 

Stainless 
Alloy and 
tool Alloy tool 
steel* steel 

13.5 128.5 
14.7 128.1 
17.3 143.5 
12.6 159.7 
14.8 123.0 
23.1 116.0 
23.9 151.2 
24.2 153.4 

18.4 138.7 
19.0 140.8 
20.6 130.1 

\ .;(.?;;~ •. 
\· 

?· .;.;· 

_. 7 .(,· - '\'· 
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1 1975 as 
2 Percentage 
3 of 
4' 1974 100.9% 141.9% 104.7% 76.5% 101.5% 101.3% 101.5% 
5 Highest 61.1 100.0 100.0 76.4 87.8 100.0 96.1 
6 year 
7 Lowest 146.5 338.4 231.7 130.0 139.1 192.1 132.2 
8 year 

9 * Understated by approximately 6 percent due to exclusion of alloy 
10 tool steel imports not separately identifiable. 

11 For three of the categories -- stainless steel plate and bar and 

12 alloy tool steel 1975 imports were the highest ever but for 

13 stainless sheet and strip, which is the largest volume category, 

14 imports were considerably lower than 1968-71 levels and stainless 

15 rod imports fell off sharply from their 1974 ~eak. Only stain-

16 less steel bar imports have increased steadily throughout the 

17 period -- other categories have been up and down. Comparing 1974 

18 and 1975, the only notable volume shifts were a 42 percent increase 

19 in stainless steel plate and a 23.5 percent decrease in stainless 

20 steel rod imports. Quarterly import trends during 1975 were 

21 characterized b] sharp declines from the first to second quarter; 

22 smaller decline3 between the second and third quarters and third 

23 and fourth quarters (except for an increase in plate in the third 

24 quarter and an increase in sheet and strip in the fourth quarter) . 

25 Imports in the second half of 1975 were 25 percent less than in 

26 the first half {an annual rate of 134,000 tons). 

27 A substantial value of trade is involved in this ITC deci-

28 sion. The value of imports averaged about $130 million annually 

29 for 1970-74. 1974 imports hit $177 million and 1975 imports wef§~·· 

30 $198 million. 
... < 

t· 
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The principal foreign supplier of stainless:steel sheet, 

' •st!ip, plate, bar, and rod in the U.S. market is Japan~ In the 

first nine months of 1975 Japan's share of U.S. imports was in 

excess of 50 percent for all product categories. . This is significantl_ 

higher than during the 1972-74 period when the Voluntary Restraint 

Agreement (VRA), which included a spbceiling on specialty steel pro
ducts, was in effect and world demand was generally high. Japan did 
not export as much stainless steel to the U.S. market as was penni tted 
under the VRA. Japan's 1975 import share is co~par-
able to that achieved in 1970 and 1971 -- which reflected the 

: 

effects of the original 1969-71 VRA that did not contain specific 

stainless steel quotas and thus encouraged a Japanese shift from 

carbon steel into higher value stainless steel exports to the 

United States. 

Several EC countries -- particularly France, the U.K.,, Germ

any, and Belgium -- are significant suppliers in the U.S. stain-

less steel market, accounting for about one-sixth of U.S. imports 

for nine months of 1975. The EC also partidipated in the VRA, 

however, in contrast to Japan, the EC's Inarket share in 1975 wa~ 

substantially less than during the 1972-74 period, although com-

parable to 1970 and 1971 shares (indicat~ing the VRA had little effect) 

The French position in particular has e1oded ste~dily from a hfgh poi~. 

of 17 percent of 1972 u.s. imports to 7.2 percent in 1975. 

The other notable suppliers of U.S. imports are Sweden 

(about 11 percent of the total for nine months of 1975) , Canada 

(ten percent), Spain (four percent), Brazil (one percent), and 

Korea (one percent) . All other suppliers together represent less 

than tvm percent of U.S. imports. 
.,,oli/:;'-

Alloy tool steel imports come primarily from Sweden which,,. ~. 

- 9 -

• 



.. 
1 

•' 
has accounbed for about.40 percent of the total for the last four 

. ---._ 

2 ·y~ars. ·Japan was the second largest supplier in 1975 with about 

3 ?O percent of the total, up sharply from 1974 but comparable to 

4 its 1971 and 1972 shares. Austria and.Germany each supply about 

5 ten percent of U.S. imports, however, Germany's share represents 

6 an increase over its share in the early 1970's while Austria's 

7 share has been generally in a range of 10-13 percent. Smaller 

8 supplier~ include Canada, Spain, the U.K., Poland, and Finland. 

9 For the first nine months of 1975 imports of speciality 

10 steels from Japan increased by more than the total increase from 

11 the comparable 1974 period. Thus Japan's increase accounts for 

12 the fact that imports did not share in the sharp 1975 consumption 

13 decline in the u.s. market. During the same period, EC sources 
' 

14 generally increased their exports to the U.S. but French exports 

15 dropped substantially. Imports were up from Sweden and Korea; 

16 stable from Austria and Brazil; and down fr~m Canada. 

17 Import Penetration 

18 The ratio of imports to U.S. ·apparent consumption increased 

19 from insignificant levels in the early 1960's to quite substanti·11 

20 levels in 1970 and 1971. For stainless steel sheet, strip, plate, 

21 and rod the ratio declined sharply from 1970 to 1974 while 

22 stainless steel bar and alloy tool steel import penetration ratios 

23 rose slightly. In 1975, imports remained stable as domestic 

24 shipments and exports declined sharply, so import penetration 

25 ratios increased for all categories. As the year progressed, 

26 

27 

28 

however, and imports stabilized at lower levels while shipment.s.,~·co~ 
i.'~ ~· 

began to recover, import penetration ratios either stabilized or ; 
\:~· 

- 10 -
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1 began to decline. With the exception of stainless sheet, strip, 

2 and plate, import penetration ratios during the first three 

3 . quarters of 1975 were higher than for any recent annual period. 

4 Import penetration ratio data are summarized below: 

5 
6 
7 
8 
9 
10 
11 
12 

13 

Stainless steel 
Sheet & Strip 
Plate 
Bar 
Rod 

Alloy Tool Steel 

*Industry data 

1964* 1970 1974 

NA 21.1 7.9 
1.3 12.9 8.9 
2.1 13.1 15.0 

40.3 57.0 48.0 
8.3 17.9 19.3 

not exactly comparable to later 

1975 
(9 mos) 

15.6 
14.0 
23.1 
69.8 
27.5 

years. 

14 In value terms, the rate of import penetration in the first nine 

15 months of 1975 was about 16 percent and in 1974 less than ten 

16 percent. For comparative purposes, the import penetration ratio 
u.s. 

17 for the goods producing sector of the/economy was aboutl4.5per-

18 cent in 1975. 

19 There is no evidence that any significant share of imports 

20 represents noncompetitive products. There are a couple of minor 

21 exceptions -- razor blade steel and flapper valve steel. The ITC 

22 estimated razor blade steel imports (under the strip category) 

23 at 500 tons valued at $1 million annually. All major U.S. razor 

24 

25 

26 

27 

blade producers have indicated that razor blade steel is not 

available from domestic sources. 

Geographic Concentration of Imports 

Imports of stainless steel are distributed unevenly among 

28 all the major customs regions. The Atlantic Coast received 

29 nearly 60 percent of total stainless receipts in 1974. As shown 

30 on the next page, the New York customs district accounted for 

- 11 -
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1 30 percent of total stainless steel imports. The following table 

2 presents total stainless steel imports according to major regions 

3 with the most important customs districts indicated. 

4 U.S. Imports of Stainless Steel 
5 by Major Geographic Region (1, 000 net t·}ns) * 

6 % of Total 

7 

8 
9 
10 
11 

12 
13 

14 
15 

16 
17 
18 

19 

1. 

2. 

3. 

4. 

5. 

Total 

Atlantic Coast 
New York 
Philadelphia 
Baltimore 

Gulf Coast-Mexican Border 
Houston 

Pacific Coast 
Los Angeles 

Great Lakes-·Canadian Border 
Chicago 
Ogdensburg, New York 

Off-Shore 

176 

106 
53 
22 
16 

11 
8 

22 
18 

39 
16 
12 

1 

100.0% 

59.1% 
30.1% 
12.5% 

9.1% 

6.3% 
4.5% 

12.5% 
10.2% 

22.2% 
9.1% 
6.8% 

0.6% 

20 * Includes some products not covered by ITC finding. 

21 Domestic Producers 

22 ~omestic producers of the products covered by the ITC deci-

23 sion produce a variety of other products such as silicon electri-

24 cal steels, s~peralloys, and exotic metals which account for 

25 about 30 percent of the sales of plants producing stainless and 

26 alloy tool steels. For individual plants, these products may 

27 represent as much as 80 to 85 percent of sales. 

28 Twenty companies produce alloy tool and stainless steel --

29 nine producing only stainless steel, five producing alloy tool 

30 .steel, and six producing both. Operations are conducted at about 

31 40 plants, 20 of which are in Pennsylvania (including 12 around 

• 
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1 Pittsburgh), five in Ohio, and four in New York. The other plants 

2 are scattered through Connecticut, Maryland, Michigan, Indiana, 

3 and Illinois, with none further west than Illinois. 

4 Most producers manufacture more than one of the types of 

5 products under consideration, often at the same plant. Stain-

6 less sheet and strip and plate are normally produced on different 

7 rolling mills. Bar and rod are normally produced at different 

8 facilities from sheet, strip or plate. With some modifications, 

9 both stainless and alloy tool steel bar and rod may be manufac-

10 tured at the same facility. 

11 The two largest firms in stainless steel by far are 

12 Allegheny-Ludlum and Crucible Specialty ~1etals. 

13 Bethlehem Steel is the largest domestic 

14 alloy tool steel producer. Five of the 20 producers are also 

15 large carbon steel producers for whom stainless and alloy tool 

16 steel represent an insignificant portion Jf total company sales. 

17 Together they account for one third of drnnestic stainless and 

18 alloy tool steel shipments. 

19 For individual product categories, a few firms typically 

20 account for a preponderance of sales as follows: 

21 
22 
23 
24 
25 
26 
27 
28 

Product 
Stainless steel: 

Sheet and strip 
Plate 
Bar 
Rod 

Alloy tool steel 

• 

Largest Producers 
Number % of Domestic Shioments 

4 
~ 
4 
5 
4 
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' 1 Production, Shipments, and Exports . 

2 Domestic production increased in each year from 1970, a 

3 recession year, to hit an all time peak in 1974. The recession 

4 beginning in 1974 resulted in sharp cutbacks in production in 

5 1975. For the first nine months of 1975, compared with the same 

6 1974 period, production of stainless sheet and strip· and rod fell 

7 more than 50 percent,_ while plates, bars, and alloy tool steel 

8 were off by 25-50 percent. 
: 

9 The value of domestic shipments of products covered by the 

10 ITC finding was $2 billion in 1974 reflecting a doubling of sales 

11 since 1971. Shipments in 1975 for nine months were $975 million 

!;. 12 reflecting substantial tonnage declines and lower selling prices 

13 than in 1974. 
-

14 Generally, production and shipments are comR_arable and move 

15 in a similar fashion. The major exception is wire rods where· 

16 more than half of domestic production is captively consumed in 

17 wire drawing. 

18 Shipments trends for 1970-74, according to ITC data, were 

'-
19 similar to those for production (see table on following page). 

20 Annual data from the American Iron and Steel Institute (AISI) 

21 indicate sharp shipment declines in 1975 for all product categor-

22 ies including a 60 percent decline in stainless rod shipments, 

23 49 percent for sheet and strip, 41 percent for bars, 39 percent 

24 for alloy tool steel, and 29 percent for plate (Annual 1975 data. 

25 are not available from ITC}. In tonnage terms the 1974 to 1975 

26 drop was about 590 thousand tons overal.l. Imports rose by 

27 thousand tons between those years. Total imports in 1975 
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' Ratio 
Item and period U.S. producer Exports Imports • Apparent imports to 

shipments 
- ~ ._ 

consumption consun1ption 
Tons Tons Tons Tons Percent -- -- -- --

Stainless steel sheet and strip 
1970 393,900 62,721 88,832 420,011 21.1 
1971 444,219 37,976 107,188 513,431 20.9 
1972 552,037 38,957 59,645 572,725 10.4 
1973 734,876 60,796 44,701 718,781 6.2 
1974 825,298 67,105 64,88~ 823,081 7.9 
January-September 

1974 639,134 49,773 37,948 627,309 6.0 
1975 283,605 21,449 48,529 310,685 15.6 

Stainless steel bars: 
1970 105,887 5,365 15,195 115,717 13.1 
1971 107,344 3,477 16,229 120,096 13.5 
1972 120,539 3,585 18,509 135,463 13.7 
1973 155,795 6,405 20,137 169,527 11.9 
1974 168,460 9,949 27,892 186,403 15.0 
January-September 

1974 128,488 5,962 18,624 141,150 13.2 
1975 83,181 5,734 23,265 100,712 23.1 

Stainless steel plates 
1970 59,285 3,089 8,341 64,537 12.9 
1971 50,534 2,968 10', 321 57,887 )7 .8 
1972 56,681 2,054 17 '116 71,743 2.3.9 
1973 82,030 4,076 11,251 89,205 12.6 
1974 140,167 6,936 12,351 145,582 8.9 
January-September 

1974 103,358 5,803 6,699 104,254 6.4 
1975 89,356 3,099 14,046 100,303 14.0 

Stainless steel rods 
1970 11,142 663 13,890 24,369 57.0 
1971 10,341 302 13,399 23,438 57.2 
1972 12,832 580 13,006 25,258 51.0 
1973 21,027 509 16,764 37,282 1,5. 0 
1974 25,816 1,804 22,069 46,081 :.a.o 
January-September 

1974 19,139 1,211 14,594 32,522 44.9 
1975 6, 777 235 15,092 21,634 69.8 

Stainless steel, all covered . 
categories 
1970 570,214 71,838 126,258 624,634 20.2 
1971 612,328 44,723 147,137 714,742 20.6 
1972 742,089 45,176 108,276 805,189 13.4 
1973 993,728 71 '786 92,853 1,014,795 9.1 
1974 1,159,741 85,794 127,300 1,201,147 10.6 
January-September 

I 
1974 890,119 62,749 77,865 905,235 8.6 
197,5 462,919 30,517 100,932 533,334 ,. ···-· J.8. 9 

.. ,.. 
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"; .. J • ...,J. ·~----;~J IIUI.Jit Ratio 
Item and period u.s. producer Exports Imports. Apparent imports to 

shipments < consumption consurrmtic: 
Tons Tons Tons ' Tons Percent --Alloy tool steel -- --

1970 . 81,188 1,730 17,349 96,807 17.9 
1971 68,051 2,084 i2,601 78,568 16.0 
1972 79,405 1,929 14,811 92,287 16.0 --
1973 97,797 3,819 23,083 117,061 19.7 
1974 104,555 4,709 23,940 123,786 19.3 
January-September 

1974 82,521 3,320 17,052 96,253 17.7 
1975 55,709 4,129 19,521 71,101 27.5 . -

Specialty steel, all covered 
categories 
1970 651,402 73,568 143,607 721,441 19.9 
1971 680,379 46,807 159,738 793,310 20.1 
1972 

.. : 821,494 47,105 123,087 897,467 13.7 
1973 1,091,525 75,605 - 115,936 1,131,856 10.2 
1974 1,264,296 90,503 151,140 1,324,933 11.4 
January-September 

1974 972,640 66,069 94,917 1,001,488 9.5 
1975 518,628 34,649 120,453 604,435 19.9 

-

-

---
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1 {153 thousand tons} were roughly one-fourth the magnitude of the 

2 decline in domestic producer shipments from 1974 to 1975 (approx-

3 . mately 590 thousand tons} . 

4 Exports represent a small proportion of u.s. producer ship-

5 ments ranging from 4-8 percent in 1974 depending on the product 

6 category. In the early 1960's the U.S. was a net exporter but 

7 became a net importer in the late 1960's. In recent years, U.S. 

8 exports of stainless and alloy tool steel products have approached 

9 the level of U.S. imports. In 1973 and 1974, stainless sheet 

10 and strip exports actually exceeded imports. In all other cate-

11 gories, the U.S. has consistently run a significant trade deficit 

12 in recent years. l.Vith the general world recession in 1975 U.S. 

13 exports dropped off sharply particularly for stainless sheets and 

14 strips, plates, and rods. The tonnage decline in exports (70,000 

15 tons} from 1974 to 1975 was equivalent to 12 percent of the 

16 decline in U.S. producer shipments as reported by AISI. 

17 Major U.S. export markets include Canada, Belgium, the U.K., 

18 Brazil, and Germany all of which are exporters in some volume 

19 to the U.S. market. Other large U.S. markets are Taiwan, AustraJ.ia, 

20 Italy, and Venezuela. 

21 Employment 

22 Employment attributed to production of covered stainless 

23 and alloy tool steel products increased steadily from 1971 to 

24 1974 (by more than 25 percent} but fell in 1975 to below 1971 

25 levels. 

-. 17 -
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(000 persons) 1 
2 1970 1971 1972 1973 1974 1975(9mos.) 

3 
4· 
5 
6 
7 

8 
9 
10 
11 

12 
13 

All employees 
attributed to 
stainless and 
alloy steel 
production* 

Production workers 
attributed to stain
less and alloy steel 
production* 

27.6 25.6 26.0 30.2 32.5 22.9 

21.1 19.4 20.4 24.4 26.2 17.2 

* Includes a small number of employees engaged in producing 
other products for one company. 

14 The principal impact of the recent decline has been on pro-

15 duction workers which averaged 26,200 in 1974 but only 17,200 

16 for the first nine months of 1975--a drop of 35 percent. 

17 There have been two significant contractions of stainless 

18 steel and tool steel employment over the past six years--in 1970 

19 and 1975. In 1970, net layoffs were approximately 3,100. There 

20 was little improvement in 1972 but in 1973 net recalls totaled 

21 about 3,700. In 1975, layoffs exceeded recalls by almost 4,500. 

22 About 8500 workErs are now in layoff status. In late 1975, 

23 workers were beLng recalled in significant numbers at Armco's 

24 Baltimore plant, Latrobe Steel's Latrobe (Pa.) plant, and Jessop 

25 Steel's tvashinqton (Pa.) plant. The Labor Department expects 

26 no more large layoffs and gradual rehiring of most workers cur-

27 rently in layoff status over the coming year, provided current 
.... ---~ 

28 economic trends continue. Hovmver, a substantial number of 

29 workers are still likely to be unemployed for most of 1976. 

30 The state most affected by layoffs is Pennsylvania, par-

31 ticularly in the Pittsburgh area. In three counties between 

• 
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750 and 1000 persons were laid off from stainless·.· and alloy tool 

·steel pl~nts, and in another three counties 300-500 persons 

were laid off. About 1500 persons are laid off in New York, 

1250 in Ohio, 600-700- in Maryland and Michigan, 300 in Indiana, 

and 100 in Connecticut. 

In most areas where layoffs have occurred, the unemployment 

rate is higher than the national average. Further, the mobility 

T 

I 
l 

of worke~s is limited by the highly specialized skills needed in 

specialty steel plants and the fact that a majority of the workers 

are 45 years of age or older. As a result, the prospects of 

separated workers finding comparable alternative employment are 

generally not favorable. 
. 

The number of layoffs that appear to be attributable ,to 

increased imports in 1975 is minor as imports increased by only 

2,000 tons -- equivalent to about 60 jobs. If imports had been 

excluded totally from the u.s. market in 1915, perhaps as many 

as 3600 additional layoffs might have been avoided. If imports 

had not increased their market share in 1975, the number of 

layoffs might have been reduced by 1400. 

Capacity, Investment, and Profitabilit~ 

Domestic producers have added to rroduction capacity for 

melting stainLess steel (+6 percent from 1970 to 1974), stain-

less sheet, plates, and strip (+13 percent), rods (+7 percent), 

and bars (+15 percent). Tool steel capacity, however, has declined 

by 3 percent. Virtually all producers have improved existing 

facilities and increased yields and productivity. 

have been built in the last five years. 
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1 A cons-iderable amount of domestic capacity has been 
................... _ 

' 2 •Unutilized during the 1970-75 period. Utilization rates of more 

3. than 75 percent or more were achieved only in 1973 and 1974. 

4 During most of 1974, producers were reported to be operating at 

5 capacity but the annual rates varied from 76 percent for stain-

6 less sheet, plate, and strip to 89 percent for alloy tool steel. 

7 This may be accounted for by the 97 percent capacity utilization 

8 rate for melting (which provides input to all other operations) 
: 

, 9 and declining operating rates in late 1974. In 1975, operating 

10 rates dropped back to 30-50 percent depending on the product 

11 category. 

12 Despite low capacity utilization rates, only stainless 

' 13 steel rod operations have operated consistently at a loss during 

14 the last six years (in four of the six years). Stainless bar 

15 and alloy tool steel production also resulted in losses in two 

16 of the six years (1970 and 71). In 1974, atl products generated 
• 

17 record high profits totaling $224 million--13 percent of net 

18 . sales. Despite the sharp drop in sales .ind operating rates for 

19 January-September 1975, only sheet and !:trip operations recorded 

20 a loss and stainless plate and alloy tool steel continued to 

21 produce substantial profits on sales (15 percent and eight per-

22 cent respectively). Recent performance contrasts with that of 

23 

24 

25 

26 

the 1970-71 recession when only stainless plate, sheet, and 

strip produced any profit despite significantly higher operat- . 
1/ .,;<~ .. -: 
_ ·l f\e·#:'. 

ing rates on all product lines than prevailed in 1975. ( 

27 1/ All profit and loss data are based on 16 producers account-
ing for about 90 percent of production. 
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1 On the basis of overall plant operations, including products 

• 
2 ·not covered by the ITC investigation, aggregate performance has 

3 consistently been profitable with return on sales ranging from 

4 a low of 1.7 percent in 1971 to 11.1 percent in 1974 {3.3 per-

5 cent for January-September 1975). 

6 With respect to stainless and tool ste~l operations, 

7 none of the 20 companies in the industry operated at a loss in 

8 1974 and only one had a return on sales of less than five percent. 
: 

9 None of the largest firms {over $75 million sales) have operated 

10 at an annual loss at any time between 1970 and 1975 {the number 

11 of companies in this category ranging from two to nine during 

12 the period). Six firms recorded profits on sales in excess of-

13 five percent {including only one firm below $25 million in sales) , 

14 while five recorded losses (all with sales less than $25 million). 

15 The 1975 performance of firms in the industry was somewhat better 

16 than in the 1970-71 Fecession when only thr~e firms made over 

17 five percent on sales and as many as nine firms operated at a 

18 loss. 

19 Capital expenditures by domestic producers on facilities 

20 used in the manufacture, warehousing, and marketing of stainless 

21 steel and alloy tool steel averaged annually about $50 million 
1/ 

22 for 1971-73 and $81 million for 1974-75.- Expenditures for 

23 1976 were estimated d~ $113 million although there are reports 

24 that firms are stretching out schedules and postponing projects, 

25 which may reduce that figure significantly. The increase in 

26 

27 1/ Based on reports from 17 producers representing 90 percent 
of production. 
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. . ..... 
capital expenditures in recent years reflects inflation in 

•equipment costs, required environmental control expenditures 

and also suggests that producers expect a reasonable return on 

their investments and that capacity utilization rates will recover 

sufficiently to create the need for more capacity. 

Research and development expenditures are minor--amounting 

to less than one percent of sales. 

Outlook and Long Term Prospects 
: 

A critical factor in evaluating the need for and the amount 

and duration of relief needed by domestic stainless and alloy 

tool steel producers and the impact of such relief, is the out-

look for the domestic and worl~ markets and the competitiveness 

of U.S. firms in those markets. 

Recovery of the domestic economy is underway and is forecast 

by the Council of Economic Advisors to result in a 6-6.5 percent 

increase in real GNP for 1976. Favorable plfospects for automo-

biles, appliances and other consumer goods should be reflected 

in ~ncreas~d d~nand for stainless and alloy tool steels. How-

ever, because cf generally low capacity utilization rates new 

plant and equipment expenditures will probably.not rise markedly 

d·uring 1976. rhe capital goods industry is a major market for 
row4~ , 

stainless and alloy tool steels and there will be some lag in0 

improvements in this market. 

World econo1nic activity generally appears to have bottomed 

out but recovery in most major economies is lagging behind that 

of the United States. As a result, the stainless and alloy tool 

steel industries of most of these countries will continue to be 

- 22 -
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under pressure ·to maintain export markets through'· competitive 
"'· 

·pricing during most of 1976. 

The extent of recovery in the U.S. stainless and alloy tool 

steel market in 1976 is difficult to predict because the market 

5 tends to expand and contract rapidly and over a wide range. One 

6 industry estimate for 1976 calls for a gain of 20-25 percent for 

7 stainless steel sales. Even such a substantial gain would imply 

8 producti?n by the domestic industry for the year only two-thirds 

9 of 1974 record levels although operating rates might be at much 

10 higher levels by the end of the year. 

11 In view of the contiz:uing world economic slowdo-vm, it is 

12 unlikely that U.S. exports will contribute significantly to 

13 domestic production gains in 1976. 

14 Given the cyclical nature of the industry it is difficult 

15 to forecast trends during the 1977-80 period. It is unlikely, 

16 however, that the conditions that led to shbrtages experienc~d 
• 

17 in 1973-74 will recur. 

18 Over the long term the U.S. stainle.:;s and alloy steel 

19 market is expected to grow more rapidly -perhaps 4-5 percent 

20 annually- than the overall steel market.. It has been stated by 

21 industry representatives that U.S. firms are currently cost com-

22 petit.ive \vith foreign firms. Therefore, it would appear that 

23 they are in a position to participate fully in that growth. In 

24 terms of scrap availability for melting (the industry's basic 

25 raw material) and energy supply, the U.S. is in a better position 

26 than Japan or most European competitors. All major producers 

27 are dependent to a large extent on imported materials such as 

28 

• 



1 

2 

3 

4 

5 

6 

7 

( c~ 

chromium -- so none has a distinct advantage. Labor costs 

·gererally appear to be rising more rapidly abroad. Finally, 

in terms of technology the u.s. industry is an advanced as any 

other in the world. 

Adjustment Assistance for Workers 
(DOL) 

The Department of Labor/has received 14 petitions for 

certificates of eligibility to apply for worker adjustment assist-

8 ance from the stainless and tool steel industry. Four petitions 

9 have been certified to date and none have been denied. An 

10 estimated 3000 workers may apply as a result of the four certi-

11 fications, and 432 had actually applied by December 15, 1975. The 

12 petitions that have been received cover about 6,400 workers. 

-13 If certified, a large proportion of the displaced workers 
' 

14 is likely to draw maximum trade allowances. The Act provides 

15 that workers may receive allowances equal to 70 percent of their 

16 average weekly wage (but not in excess of tHe average 'V/eekly 

17 manufacturing wage). Because specialty steel is a high wage 

18 ind~stry (~7.94 per hour in 1975), the benefits for many workers 

19 may be less than 70 percent of their average weekly wages (the 

20 current national average for all manufacturing would limit 

21 workers' allowances to 60 percent of the industryrs average 

22 wage) . 

23 The DOL estimates'that over the next 12 months about 1600 

24 workers may apply for certification. If economic conditions 

25 continue to improve it is believed that no additional workers 

26 would be likely to apply. 

27 A number of workers may enroll in training programs and 

28 
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1 consider relocating becciuse recalls in specialty'~teel plants 

2 ~ill not be rapid enough to avoid long periods of unemployment 

3 for many workers. The Department of Labor has determined that 

4 the Comprehensive Employment and Training Act (CETA) programs in 

5 impacted areas are not capable of meeting the needs of the dis-

6 placed workers in view of high general unemployment rates in 

7 these areas. 

8 Adjustment Assistance for Firms 

9 No applications for trade adjustment assistance have been 

10 received from specialty steel firms. Applications are not 

11 expected in significant numbers -- in part because only the 

12 four or five smaller independeht producers would likely be found 

13 eligible. 

14 Effectiveness of Import Relief to Promote Adjustment 

15 The purpose of import relief under 11 escape clause" proceed-

16 ings, as stated in Section 203(a) of the Tr~de Act, is "to prevent 

17 or remedy serious injury or the threat thereof to the industry 

18 in question and to facilitate the orderly adjustment to new corn-

19 petitive conditions by the industry in question." 

20 The ITC reported that large gains in productivity have been 

21 ac ... 1ieved by domestic producers through cost reduction programs, 

22 modernization, close review of product mix with increased 

23 specialization and elimination of unprofitable lines, and closer 

24 control of inventory and energy costs. Between 1970 and 1974 

25 output per maP..:...hour increased by about one-third. At the same 

26 time wages per hour rose by 62 percent which suggests that unit 

27 labor costs increased. 
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As a result of rising costs abroad and dollar devaluations, 

however, U.S. producers feel that they are nm.v generally compet

itive with major foreign producers on a cost basis (although 

import pr~ces are generally significantly lower). The principal 

argument by the petitioners is rather that the conditions of inter-

national trade in specialty steel products should be adjusted to 

prevent "recurrence of the devastating economic effects of unrestrainc: 

imports currently entering the American market." Specifically, the 

9 petitioners asked that quotas be established as an interim measure 

10 to provide time to negotiate a permanent multilateral arrangement 

11 to protect against market disruptions caused by sharp or substantial 

12 import increases or the threat thereof or by offering prices below 

13 those prevailing for similar goods of comparable quality in the 
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u.s. market. 

If there are no adjustments to be made by the domestic industry 

to meet import competition, then import relief will be ineffective 

as a means to promote adjustment. 

The industry is particularly vulnerable to changes in the 
business cycle and is face~ with compounded difficulties when 
imports do not respond as quickly as domestic shipments occur du::ing 
dovmward svdngs in the cycle. Import relief could result in gn~ 1ter 
profitability for the specialty steel industry, which was found 
by the International Trade Commission to be a low profit indust:;~y. 
Increased profits couJl(l. be reinvested ~o irnp1:nve existing facilj.ties 
and to increase efficiency in production. It could also permit 
increased expenditures on research and development so that the 
producers not only could reduce costs, but could deliver new, higher 
quality products as well. 

Domes-t':ic producers have indicated that a quota system would 
permit them ~b plan future capital expa:1sion with some assura.J"ce 
that there will be a market for their increased capacity. This 
is a questionable assertion in economic terms because the princi
pal cause of swings in capacity utilization is the domestic 
business cycle. Quotas will have no effect on business cycles 
but under the ITC's proposed remedy will provide for importers 
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to take some share of the decline during a recession. The 

·import volumes involved, however, are relatively insignificant 

in relation to the swings in domestic consumption and shipments: 

Further, given the temporary nature of import relief it would 

probably not provide adequate long term assurance of markets to 

justify large scale investments that are not otherwise sound 

economically. 

Effect of Relief on Consumers and Competition 

The effect of relief that restricts imports would be higher 
prices to consumers and reduced domestic competition. The effect of 
increased prices on the economy would be small but competition could 
be seriously affected dePending on the level and type- of restriction:::' 

adopted. . · - · . - - .. . . -
The U.S. industry is highly concentrated in all of the · 

product categories covered by the ITC determination. During 

1975, price levels declined in· some categories (e.g., stainless 

sheets and bars) but were maintained or increased in others 

(e.g., stainless plate and rod and alloy tool steel), despite a 

16 precipitous drop in sales. Cost pressures have been severe in 

17 the industry from rising wages, energy costs, and materials 

18 _ costs among other factors. Because of the concentrated structur(~ 

19 of the industry there is considerable resistance to price reduc-

20 tions and a longer term tendency to pass on increased costs to 

21 consumers. Competition from imports serves to hold prices belmv 

22 levels they might otherwise attain. Price differentials between 

23 domestic and imported products are substantial in most product 

24 categories--ranging as high as 50 percent but generally from 

25 20-35 percent during 1975. Should imports be limited to sinaller 

26 volumes, there will be an incentive for foreign suppliers to '.~'-'POi~(;'·-
-.p '7 

27 raise prices toward domestic levels to maximize profits, although 
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~orne differentials would be maintained. However, ···assuming 

import prices had been comparable to domestic prices in 1975, 

~he value of imports would have been substantially higher, 

costing consumers about $40 million more. 

Without the limitation of import competition, the u.s. 

industry would be freer to raise prices. Increases are 

especially likely in concentrated industries, such as specialty 

steel. Import prices would follow, so the prices of all specialty 
.: 

steel consumed in the u.s. would rise. While it is unlikely that 

the total demand for specialty steel would fall off significantly 

as prices rise--because substitutes are limited and the cost of 

specialty steel is a small part of the final price of goods incor-

porating them--t~is does not preclude a substitution of domestic 

output for imports. The inflationary impact on the overall 

,economy would be small (the weight of specialty steels in the 

BLS Wholesale Price Index is .00175). 

It should be noted also that increased prices for specialty 

steels may affec·t the competitiveness of industries that may be 

in the future un1er investigation under escape clause provisions 

and there might be some snowball effect on determinations in such 

cc>C!es. Stainle :;s steel flatware and stainless steel wire are,:-

currently under investigation by the ITC. 

The price benefits to co~sumers of specialty steel imports· 

exist despite some of the disadvantages to consumers relying on 

foreign sources. The foreign producer of specialty steel is 

in some cases not the preferred supplier of domestic users because 

of the long lead-times involved in obtaining imported supplies 
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and the vol~tile nature bf domestic demand for finished goods 
-.,_ 

2 ·co~taining these steels. Under such circumstances, reliance 

3 ~n foreign suppliers entails the risk of extensive inventory-

4 carrying costs or interruption of supplies. However, some 

5 importers do maintain substantial inventories in the United 

6 States which permit them to overcome this shortcoming. 

7 Not only would consumers pay higher prices, but also their 

a· access t? foreign sources during peak demand periods such as 1974 

9 would be restricted. 

10 In addition to serving as a general supplement to domestic 

11 production during peak periods, imports broaden the range of 

12 specialty steels available to u.s. industrial users. The most· 

13 prominent instances of this in the specialty steel case involve 

14 the importation of stainless razor blade and flapper valve steels 

15 which are not produced in the u.s. TherG also are reported 

16 cases of the willingness of foreign produce~s to fill orders 

17 involving unusual specifications of dime~sions, weight and grad~ 

18 of steel so that they might enter the U. f;. market. 

19 Imports also are a source of supply of rods for independent 

20 U.S. stainless wire producers, who would otherwise have to pur-

21 chase the bulk of their rods from their integrated U.S. competi-

22 tors. 

23 The effects of import restraints on competition in domestic 

24 markets "tmuld likely be to reduce competition with the long term 

25 consequence of encouraging inefficient use of resources in the 

26 economy. Historically, imports have been an important spur to 

27 domestic efforts to improve productivity and hold do\'m costs. 
~ ;: ,):t~-, . 
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1 Constraints on imports would reduce incentives to·'· do so in the 

2 ·future. 

3 The Federal Trade Commission (FTC) has submitted a memor-

4 andum expressing its concern about the economic and competitive 

5 implications of the ITC's recommendations. The FTC's view is 

6 that "specialty steel producers have not made a cas~ for quotas 

7 and that establishing quotas ..• would result in higher prices, 

8 promote ~he cartelization of international markets, and establish 

9 a precedent for a wave of importunings for further government 

10 regulation on behalf of essentially healthy domestic industries." 

11 In the FTC's judgment this "would constitute a substantial cause 

12 of serious ultimate injury to competition and to American con-· 

13 sumers." 

14 Costs of Employees, Communities and Taxpayers 

15 Import relief no more restrictive than the ITC recommenda-

16 tion would have little beneficial effect fo~ those workers and 

17 communities hardest hit by recent layoffs. Imports in the second 

18. half of 1975 were only 47 percent of the quota for 1976, so 

f 19 increases in imports from present levels could occur before the 

20 effect of quotas is felt. It is only as the domestic economy 

21 recovers that significant recalls and reductions in local unem-

22 ployment will occur. Failure to provide such relief therc;fore 

23 would probably have the effect of delaying temporarily some 

24 recalls. 

25 Import relief in the form of adjustment assistance to workers 

26 would be of substantial benefit to workers and communities by 

27 
~ f~ •-. -~;,~_-. 

providing income to laid off workers for a sufficient period ~I ··\..' 
~-· 
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time to permit the domestic recovery to take hold. Such relief 

' 
wo~ld be particularly significant for workers if their unemploy-

ment benefits or SUB-benefits provided by the union run out. On 

the other hand, the additional costs to taxpayers might be sub-

stantial (on the order of $25 million) • 

Failure to provide adjustment assistance might create hard-

ships for substantial numbers of workers awaiting recall by the 

stainless and alloy tool steel industry. 

In terms of costs to taxpayers, import relief might have 

the effect of reducing the amount of unemployment insurance 

paid out and increasing taxes paid by recalled workers and by 

specialty steel firms. Adjustment assistance could represent 

a substantial o~.tlay by the government to laid off workers whether 

or not other forms of relief are granted. Any compensation 

granted \'lOuld reduce import duties collected. The effect of 

import relief or.. duty collections for produ~s affected is 
c:o.o~' +· ' "'().' 

~-.J " . £.~ 

>j$·/ 
...?'"_,.-"' 

uncertain. 
National Security Interests (DOD) 

The Departn:ent of Defense/ estimates that their direct con-

sumption (the a:nount of material that is actually incorporated 

into weapons' systems and equipment) of stainless steel and alloy 

tool steel is less than 4 percent of total domestic production. 

During a national emergency, of course, defense demands upon the 

mobilization base would increase substantially. Clearly however, 

there is an inseparable national security inter-relationship 

between these direct national defense needs and "indirect" essen-

tial civilian requirements such as transportation, communications, 

and energy, all of which are vital to the defense establishment. 

• 



1 While the ~rect defense production requirements can be satisfied 

' 2 ·from the domestic market place, the D.O.D. is concerned as to 

3· the general economic condition of the industry. A healthy, domes-

4 tic industry is required to continue to support a viable U.S . 
. 

5 research and development effort in the low-volume, high perform-

6 ance special metals needed for national defense purposes. 

7 U.S. Industry and Labor Views 

8 At oversight hearings on trade policy and administration 

9 held in early February 1976 by the Senate Finance Committee, 

10 representatives of the steel and specialty steel industries and 

11 the United Steelworkers of America all testified that they are 

12 strongly in support of the ITC findings and p~oposed remedy. 

13 The labor representative indicated that the specialty steel 
' 

14 case is a test case with implications much broader than for this 

15 one industry. He referred to the recent creation of barriers to 

16 trade by Swedenr Australia, Britain, and th~ EEC and he stated 

17 

18 

19 

that: . 'ro~, .. 
~~ 

"It's hard to believe that the President will not · 

endorse the Commission's recommendations. In this first'::"', 

20 major test, t.'-le must make the Trade Act work." 

21 This view was given in the context that organized labor did not 

22 support the Trade Act and its belief that the Federal Government 

23 has not carried out the spirit or the letter of the law in its 

24 implementation. 

25 The steel industry representative contrasted the European's 

26 approach to their steel problems, to the open u.s. process that 

27 provided all affected parties an opportunity to provide inputs 

28 
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and to the slowness of the u.s. process which permits damage 

•to continue for as long as eight months. He _argued for an 

international agreement on steel that would provide for consul-

tations and prompt actions to safeguard national steel industries 

from future market disruption. 

The specialty steel industry representative stated that 

although the ITC: 

: "did not go as far as the specialty steel companies 

had recommended during the hearings . . . /but the com

panies! totally, unanimously and without reservation 

support the Commission's recommendation to the President." 

He expressed concern that foreign competitors are attempting by 

-political means to achieve what they were unable to accomplish 
' 

despite their full participation in the ITC investigation and 

15 hearings. The industry's view is that the ITC proposed remedy 

16 is reasonable and moderate in its treatment ~f importers. 

17 The industry's representative also argued that the President's 

18 . decision in this case would "establish clearly whether the 

19 intent of Congress and the intent of the legislation is to be 

20 carried out." 

21 Foreign Restraints on Trade 

22 No significant barriers to imports or restraints on exports 

23 of specialty steel products which have diverted trade to the U.S. 

24 market have been identified. 

25 During the period of the U.S. VRA's with the EC and Japan 

26 trade reports indicated an agreement also existed between the 

27 EC and Japan. This agreement was never officially acknowledged. 

28 - ... 
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Since the exports to the u.s. were already being ·limited during 

that period, there would have been no appreciable trade diver-

sion from such an agreement. 

The 1976 EC-Japanese arrangement apparently applies to the 

big six Japanese producers, only three of whom produce specialty 

steels. There are sixteen Japanese specialty steel producers 

that are reportedly not participating in the restraint agreement. 

The EC also is trying to negotiate an agreement with Spain, but 

without success to date. 

The Swedes and the EC, as part of their free trade agree-

ment included a special platform system on specialty steel --

essentially a tariff rate quota. This system permits a five 

percent per year increase in tonnage volume. -Swedish exports 

above that level are duitable at the tariff level existing prior 

to the agreement. 

Tariff rat::!. quotas were imposed recentlcy by Australia which 

might have a very small diversionary effect. 

Potential Compensation and Its Impact 

Article XIX of the GATT permits adversely affected countries 
affected by escape clause actions 

having a substa~tial export interest in the productsjto withdraw 

substantially equivalent concessions if required consultations do 

not result in agreement. It does not require the granting of 

compensatory concessions when a country takes emergency action 

to curb imports of particular products. Hm'lever, the United 

States has consistently insisted on compensation when it is the 

affected party and has offered compensation when it acts under 

escape clause provisions. 

- 34 -
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1 Unqer"'several of the bases normally used for'calculation ,,_ 

·2 ·of compensation the United States could maintain that little or 

3 no compensation is due other countries since the proposed quotas 

4 for 1976 are larger than average u.s. imports in the most recent 

5 three-year period, the most recent five-year period, or even a 

6 three-year period which includes a projection for 1975. If the 

7 ITC recommended floors for quotas for subsequent years govern 

8 imports,_ it becomes more difficult to argue that compensation 

9 is not owed since imports could be cut back by 7,100 tons to the 

10 1970-74 level. 

11 In view of the existence of voluntary export restraints 

12 by some countries from 1972-74, other countries well may consider 

13 that the period upon which the quotas is based is not a repre-
' 

14 sentative one. They may request compensation based on trade of 

15 another period -- for example, the most recent 12 months. The 

16 quotas for 1976 represent a cut back of 30,f00 tons from 

17 October 1974 - September 1975. At a calculated unit value of 

18. $1315 a ton, trade to be compensated for could be valued in the 

19 neighborhood of $40 million. On the sa~e basis, if the 1977-80 

20 quota floors are in effect trade to be compensated for would be 

21 valued at nearly $50 million annually. 

22 Even if the U.S. were able to persuade most countries that 

23 compensation is not required, it is likely that Japan will claim 

24 compensation or alternatively resort to retaliation. Japan could 

25 claim that the overall size of the quotas is too small since U.S. 

26 imports in the period upon which they are based were abnormally 
;,~. it;(.J. 

27 low because of voluntary export restraints by Japan and other~.· ;;,;. 
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Japan will certainly claim that it is further penalized by the 

2 ·use of the three~year 1972~74 period as the basis for country 

3 allocations. In this period, Japan supplied 38 percent of U.S. 

4 specialty steels imports and in the five-year period used as 

5 the base for determining the size of the quotas it supplied 47 

6 percent. It could claim compensation on this basis, or if Japan 

7 were to adopt the position that its exports of 89,700 tons in 

8 October ~974 - September 1975 were normal, it might claim com-

9 pensation for a cut back of 35,700 tons, with an estimated value 

10 of $47 million. It seems clear that some accommodation would 

11 have to be found for Japa~. 

12 

13 

With respect to most other major suppliers aggregate 1976' 

quotas are suffjciently lberal to argue against compensation 
'· 

14 (one possible exception being Spain}. However, on a product 

15 category basis there may be some basis for compensation partie-

16 ularly with respect to alloy tool steel fro~ Sweden, Canada, the 

17 U.K., Germany, and Spain; and stainless plate from Canada. The 

18 problem with alloy tool steel is aggravated by the fact that the 

19 ITC's proposed quota does not provide for an estimated 1,100 tons 

20 imported previo~sly under "basket" categories. Thus the quota 

21 i understated by that amount. 

22 To date there have been no specific threats of retaliation 

23 so the impact on other industries cannot be predicted. 

24 Should an orderly marketing agreement be negotiated normal 

25 practices would not call for retaliation or compensation. 

26 Tariffs or tariff rate quotas, on the other hand, would be sub-

27 ject to retaliation or compensation. 
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Effect of Relief on International Economic Interests 

2 The. countries which would be principally affected· by this 

3 institution of the proposed import control program for specialty 

4 steel are Japan, Sweden, Canada, and, in the European Economic 

5 Community, France, Belgium, the United Kingdom and West Germany. 

6 They are of the unanimous opinion that the alleged difficulties 

7 of the United States specialty steel industry have not been 

8 caused b¥ import competition and therefore the proposed imposi-

9 tion of quantitative limitations on imports of specialty steel 

10 could not be justified. In their view, the unsatisfactory opera-

11 tions being experienced by sectors of the United States steel 

\ 

12 industry are of a short term cyclical nature, like those currently 

13 being experienced by producers in other industrialized countries 

14 and do not reflect a permanent or fundamental deterioration in 

15 the competitive position of the United States industry. 

16 It seems abundantly clear that the aff~cted exporting 

17 countries, which include all of our major trading partners, 

18 do not find the International Trade Commission's rationalization 

, 19 persuasive. Thus, the unhappiness that would naturally follow 

20 the imposition of restrictions on imports would be supplemented 

21 by a very strong feeling abroad that the United Stated had acte~ 

22 out of sheer protectionism. Restrictive action would inevitably 

23 be compared with our statements at Tokyo, in the OECD, and, more 

24 recently at Rambouillet, calling for a more open international 

25 exchange of goods and urging governments to resist protectionism 

26 or other inward looking policies in formulating measures to 

27 stimulate internal economic expansion. 
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Pre_~iCYential acceptance of the Internationaf· Trade Commission 

·proposal would probably impair our relations with Japan, Sweden, 

~he EEC countries, and Canada. There have been a number of 

developments in the trade field disturbing to the Japanese. Aside 

5 from the case in question, the ITC is currently engaged in seven 

6 investigations under the Escape Clause provisions of the Trade 

7 Act. In most of these cases Japan is the predominant supplier. 

8 Shortly ~fter the Commission made public its determination in the 

9 specialty steel investigation, it announced the initiation of an 

10 investigation of round stainless- steel wire. Japan supplies more 

11 than one-half of total U.S. imports of this commodity. Moreover, 

12 the ITC has made one recent dumping· finding against the 

13 Japanese in an investigation. Other dumping ·investigations, 
' 

14 including the very important automobile case, are now pending. 

15 These actions a~e being interpreted in Japan as being directed 

16 primarily again.:;t Japanese exports. In lat~ November the 

17 Japanese Governn~nt formally expressed to us its concern about 
. . 

i 18 what is termed nan unprecedented number" of investigations 

19 affecting 20 pe·:-cent of total Japanese exports to the U.S. 

20 It requested that the U.G. Government avoid to the greatest 

21 e~·":ent possible the adoption of restrictive measures in imple-

22 menting the Trade Act~ (Note: There has been a negative ITC findin~ 
22a bn iron and steel nuts and bolts which is of substantial interest 
23 to Japan.) _ 
23a The Japanese Government has argued that the allocation 
24 of quotas under the ITC recommendation on the basis of market 

25 shares during the 1972-1974 period would discriminate against 

26 Japan since her exports of the items were held down under the 
;:··,01?;~-

... 27 Voluntary Restraint Agreement with the United States during a 
~,_ .. 

. ··~~ 
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substantial portion of that period, while favoring some European 

'and third country suppliers. 

Following the announcement of the ITC recommendation, 

stories appeared in the Japanese press implying possible retal-

5 i~tion if the recommendation were accepted. Although these 

6 reports have been denied by Japanese officials, the ·Government 

7 of Japan has a variety of ways in which to demonstrate its 

8 displeasure. During the past few years Japan has moved ahead 
: 

9 steadily in liberalizing foreign access to its economy. By the 

10 end of 1975 Japan had eliminated all import quantitative restric-

11 tions not in conformity with GATT for industrial products other 

12 than leather goods. Restrictions on computers, together with , 

13 peripherals and parts, were dropped in D.:~cemb'er. If Japanese 

14 policy-makers draw the conclusion that the United States is pro-

15 ceeding on a protectionist course, the continuation of the pat-

16 tern of liberalization could be jeopardized~ Furthermore, a 

17 decision to accept the ITC recommendation in the steel case could 

18 seriously complicate our efforts in the Hultilateral Trade Nego-

19 tiations to obtain removal of a number of Japanese agricultural 

20 quotas. It is also conceivable that Japan could impose unilateral 

21 restrictions on a variety of U.S. exports to Japan. 

22 Sweden, the source of 40 percent of total United States 

23 tool steel imports in 1974, is the second ranking supplying 

24 country of the articles of interest. Japan and Sweden together 

25 accounted for more than half of the total United States import 

26 tonnage covered by the Commission's proceeding and nearly 60 

27 percent of their total value. In addition to the problem that 

28 
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would be created by the adoption of the spec1alty steel pro-

'posal, we would also have outstanding, as with the Japanese, a 

major difference in view stemming from United States policy in 

the application of the antidumping provisions of our trade 

legislation to imports of Swedish automobiles. As a result, 

the Swedes are already upset over pending United States actions 

affecting nearly a third of the value of their total shipments 

of goods~to the United States in 1974. 

France, Belgium, the United Kingdom and West Germany are 

key countries in EEC decisions in the Multilateral Trade Nego-

tiations. We will need E~C cooperation to achieve the kind of 

broad agreement on the trade l'iberalization we are seeking. The 

member states are upset over the countervailing case on U~eir 

value added tax system and the threat to their multibillion 
the 

dollar trade in automobiles arising fromAantidumping investiga-

tion. Press reports indicate that the propdsed import control 

program has evoked widespread industry protest in the EEC with 

hints that industry spokesmen would pres!; for trade reprisals 

if the Commission's proposal were to be ~dopted. 

Canada is also importantly affected. We are current.ly 

engaged in exchanges with the Canadians on a broad front of 

issues. Some recent exchanges have received extensive publicity 
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charging the political atmosphere in Canada. The adoption of 
controls on shipments of Canadian specialty steel will complicate 
the resolution of outstanding problems in a manner which accom
modates our interests. 

The Canadians, who view the problem in the same perspective 
as the interested officials in other exporting countries, state 
that there is only one firm producing specialty steel in Canada 
and that adoption of the Commission's proposal would have a 
serious effect on its operations. Further Canada is a net 
importer of stainless and alloy tool steels with respect to the 
United States. 

The OECD Trade Pledge, renewed in May 1975, was designed to 
(a) promote consultations on international trade problems and 
(b) avoid unilateral trade measures taken to correct econo~ic 
problems (although GATT Article XIX actions are not precluded). In thr: 
specialty steel case, assuming relief would oe pursued in the context 
of Article XIX, it would be consistent with the spirit of the Trade 
Pledge to discuss the case in the OECD. 

The economic summit at Rambouillet produced a confirmation 
of commitment to the anti-protectionist principles of the OECD 
Pledge with an exception for "industries suffering or threatened 
with serious injury as a result of increased imports, on the basis 
of particularly acute and unusual circumstances." 

Granting of any form of relief would preclude MTN negotiations 
on such items while relief is in effect. If the Administration 
were to decide to pursue sectoral negotiations on all steel, such 
negotiations might be impaired since specialty steels are of signi
ficant trade interest to major countries that would be involved. 

Foreign Industry Conditions 

Foreign stc,inless and alloy tool steel producers apparently 
are suffering Sf~verely from the current world recession. 

In Japan, it has been reported that all non-integrated 
sp~cialty stee:t producers are in financial difficulties and that 
ita largest producer lost money in the most recent accounting 
period. While capacity utilization rates have not fallen as far 
as in the United States or the FC for steel generally, the 
Japanese are experiencing for the first time significant cutbacks 
in steel production (down 12 percent for 1975). 

In Sweden, fourth quarter specialty 
1975 was one-third less than in the same 
overall). 

steel production in 
1974 period.(off 9% for 1975 

In the EC, total steel production 
(-20 percent) with larger than average 
and Belgium. 

was off sharply in 1975 
declines in France, Germany 1 ._ 

""" FO~c 
Most of these countries are much more dependent on trade 

• 



1 

2 

3 

4 

5 

6 

7 

8 

9 

/ 
than the United States,/ The ratio of exports to ~reduction of 

·stainless steel in 1974 were over 40 percent for France and 

Sweden; 20-40 percent for Germany and the U.K.; and about 19 

percent for Japan; and only 5-6 percent for the United States. 

In 1974, exports to the United States generally represented less 

than 20 percent of total exports by these countries,· however, 

more than 10 percent of Swedish, Japanese, and British exports 

of stainless steel were directed to the u.s. market and in the 

case of the Japanese, particularly, the importance of the U.S. 

' 10 in total exports undoubtedly was much higher in 1975. Thus, u.s. 

11 

12 

13 

14 

15 

16 
/I, a_ 

17 
/1a_ 
18 

19 

20 

21 

action on specialty steel could significantly impact on several 

of the foreign industries, which are already experiencing dif-' 

ficulties. 

It should be noted that while Japan and Sweden are large 

net exporters of specialty steels, most other suppliers rely 

heavily on imports. 
Data are not available on unemploy~ent in foreign specialty 

steel industries although there are indications that layoffs are 
probably less extensive than in the U.S. industry. 
Foreign Government Involvement in Their Steel Industries 

It has been argued by industry representatives that their 

principal concern is foreign government involvement with their 

producers, which gives those producers an artificial competitive 

22 advantage. In Japan cartels have been organized to allocate 

23 export business among domestic producers. It has been reported 

24 in the press that such a cartel is being formed on specialty 

25 steels. There have been reports of efforts by MITI on behalf 

26 of at least one company to get the Bank of Japan to provide 

27 financial assistance and, in general, MITI is believed to 

28 
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a significant role in ai"locati·n.g-: i-nvestment capital to Japanese 

2 ·in~ustries. 

3- The Japanese appear to follow a market clearing price-policy 

4 designed to maintain hiqh employment levels, and as a result sell 

5 considerable volumes at a loss. At the same throe, the industry 

6 maintains a highly leveraged financial position compared with 

7 the U.S. industry. To a considerable extent, government policy 

8 in Japan appears to help the industry over rough spots and provide 

9 guarantees needed to expand capacity and production. 

10 The Swedes also attempt to maintain employment levels during 

11 recessions and employers are partially reimbursed for the added 

12 costs. 

13 The EC enjoys certain benefits through the European Coal 

14 and Steel Community Treaty such as lower than market interest 

15 rates on loans. Within the EC, of course, the nationalized 

16 component of the British steel industry operlates with direct 

17 government support which subsidizes operating losses and provide~ 

18 sub~tantiai funds for expansion. Despite unprofitable operations 

19 recently, British Steel Corporation has announced substantial 

20 expansion plans for specialty steel to r.educe the 50 percent of 

21 the domestic market now held by imports. Thus a substantial 

22 amount of diversion from the U.K. market may result from what is 

25 

26 

27 

28 

29 

essentially a political decision. The British Government is also 
financing steel stockpiles to help maintain production levels. 

Whatever the actual competitive effects of various forms 

of government involvement in foreign industries, the perception 

by the domestic industry that there is a substantial threat to 

their future operations appears to influence their decisions on 
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investment and other matters. It should be· noted-·· that the U.S. 

·Government provides at least one significant form of support to 

~he domestic specialty steel industry--preferential U.S. Govern

ment procurement policies which effectively exclude about four 

percent of U.S. shipments from import competition. 

In considering the U.S. industry's allegations of govern-

ment assistance to foreign firms and that foreign firms sometimes 

sell at ~ loss, it ~hould be kept in mind that these allegations 

9 concern unfair trade practices. Under our trade legislation, 

10 relief from such practices is to be obtained by use of the counter-

11 vailing, antidumping, or other provisions of U.S. law, not by 

· 12 use of escape clause provisions 

13 which apply to this case. In fact, Section (201) (a) (6) of 

14 the Trade Act states: 

15 

16 

17 

18 

19 

II . whenever in the course of its investigation 

the Commisaion has reason to believe tHat the 

increased imports are attributable in part to cir-

cumstances which come within the purview of the 

AntidumpinJ Act, 1921, section 303 Lthe counter-

20 vailing dt:.ty la~l, or 337 of the Tariff Act of 1930, 

21 or other ::emedial provisions of law, the Commission 

22 shall promptly notify the appropria·te agency so 

23 that such action may be taken,as is otherwise 

24 authorized by such provisions of law." 

25 The ITC has not notified Treasury, which has responsibility for 

26 administering those laws, of any countervailing or dumping 

27 evidence found by the ITC in its investigation. 

28 
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Further, the u,s, industry has not filed antidumping 

2 or. countervailing petitions for relief from most of the prac-

3 tices described above (except for three antidumping petitions 

4 for certain steel products) although the criteria for eligibility 

5 is easier. No injury would have to be shown in a countervailing 

6 case, but foreign "bounties or grants •.. upon the manufacture, 

7 or production or export of any article or merchandise manufactured 

8 or produ9ed" in the foreign country would have to be found by the 

9 Secretary of the Treasury. In a dumping case the injury test is 

10 also easier to meet than in the escape clause, but "sales at less 
I 11 
I 

f 
than fair value," which may include sales at below cost, do have 

I, 12 to be found by the Secretary of the Treasury. 

13 Contextual Cons~derations 

14 This is the first case in which the ITC has reached an 

15 affirmative det~rmination under the modified escape clause 

I 

16 

17 

18 ! 

provisions of the 1974 Trade Act. These prdvisions were modified 

the Congress to make escape clause actions easier to obtain than 

under the previc.,us law. To some extent, industry support for the 
I 
I_ 

19 trade liberalizing aspects of the Act was obtained by making 

20 various safeguard procedures easier to use. Some elements of 

21 i: Justry that supported the bill and labor unions, who didn't, 

22 can be expected to view this case as the first clear indication 

23 of whether the Administration will be willing to utilize the 

24 import relief provisions. There are additional escape clause 

25 cases under ITC investigation including footwear (a much larger 

26 trade volume than this case) and stainless steel wire. 

27 Granting of import relief likely will be interpreted abroa~o~:- ... 
·•,.•· (.) ' 

28 as a misapplication of the escape clause to .assist an 
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industry_~~ose ·principal problem they believe to be recession. 

"A significant backlog of actions has built up under escape clause 

~nd other safeguard procedures with respect to the exports of our 

major trading partners--particularly Japan and the EC. These 

nations would perceive import relief for specialty steels as a 

signal that the U.S. Government is succumbing to protectionist 

7 interests. Such perceptions could have adverse implications 

8 for the ~TN. Further, should relief be granted, these products 

9 would have to be reserved from trade negotiation concessions. 

10 The ITC's Proposal 

11 ~cceptance of the I~C's proposed scheme of quantitative 

12 restrictions is the only option that is not subject to Congres-

13 sional override. 

14 There are several technical problems with the proposal 

15 including understating alloy tool steel quotas by six percent, 

16 an effective date which cannot be impler.:~ent&d (i.e., Jan. 1, 1976), 

17 failure to provide for new suppliers, ani the inclusion of razor 

18 blade steel, which is not produced domestically, within the quota. 

19 These problems are relatively minor and would not preclude the 

20 President from accepting the ITC reconmLendation. 

21 The effect of the proposed quotas on imports will vary from 

22 product to product as su~narized below (not taking the cne year lag 
in applying percentage share of consumption into account) : 

23 Stainless sheet and strip - Quotas are quite generous in 

24 total and provide sufficient room for import growth once 

25 consumption recovers. Another peak demand period like 1974 

26 would be unlikely to result in serious shortages of import~ 

27 
'. n:.,.;g: .. ,· ·. 

due to quota constraints, provided sources other than Jap'Ci.n (•, 
~- ., 
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/ 
are willing to exp~nd their exports to-·fulf.i"J.l their 

quota potential. 

Stainless plates - Quotas are restrictive in 1976 but 

reasonably generous for 1977-80, provided Sweden can expand 

exports substantially to fulfill its share of the quota. 

Japan's exports are severely constrained. 

Stainless bar - Imports would be cut back sharply in 1976 

and_probably constrained well below the 1974-75 average 

through 1980. Japan again is the big loser, with significant 

increases required from Spain, Germany, Brazil and Canada 

to fulfill overall quota levels. 

Stainless rod - 1976 imports would be reduced slightly but 
. 

imports from Japan would be deeply cut so that Sweden, 
' 

Belgium, and France must increase their exports significantly 

to reach the total quota. During 1977-80, the quotas 

provide room for growth and higher imp~ts than in 1974 

should another similar peak demand occur. 

Alloy tool steel - The quota for 1976 represents a substan-

tial cut, particularly for Sweden. Volume would be lower 

than any year since 1972. For 1977-80, growth would be 

·possible but even if the record 1974 consumption level 
~-·<::-- .... 

recurs, imports would be constrained below the 1973-75 

annual average. 

24 On the major volume of imports, the quotas are not seriously 

25 constraining even if a peak demand period occurs while they are 
some flexibility in applying the market share criterion and 

26 in effect, assuming/that suppliers who have room to expand 

27 exports to the U.S. market actually do so. The principal excep-

28 
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~nd alloy tool steel for 1976-80. Also, the assumption that 

sheet and strip imports will be able to expand to meet more 

generous quota levels is open to question. 

Given this pattern of constraint or lack thereof it appears 

that the proposed restrictions would: 

- probably have little effect on domestic production levels 

in +976 and hence generate little acceleration in recalls 

of workers. Gains that would occur as a result of 

effective import constraints on stainless plate and bar, 

and alloy tool steel are small in tonnage terms (perhaps 

10-15,000 tons) and may be offset by losses due to increases 

in sheet and strip imports (which cc.n expand by 13 ,so.o tons) 

- be likely to reduce price competition on stainless plates 

and bars and alloy tool steel while maintaining some price 

competition for other products, particularly sheet and 

strip. In the former categories there would be an incentive 

for both domestic and import prices to rise. This would 

imply higher costs to consumers wi t'1 a good deal of the 

benefit going to foreign suppliers. 

- definitely result in retaliation or negotiations for 

compensation involving the Japanese. A substantial amount 

l 

. , . f ;:;.,;.'<' . 

23 of trade (e.g., $40-50 million) would be involved. 

24 Modified Quantitative Restrictions 

25 To take care of some of the technical problems of the ITC 

26 proposal and provide a better balance in terms of the constraining 

27 effects of quotas, a different mix of quotas could be designed 

28 
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within teedsame overall quotas provided by the ITC. Thus, razor 

·b~ade steel would be excluded from quotas and the exc~ss in 

stainless sheet and strip could be distributed among plate, 

bar and alloy tool steel to ameliorate 1976 cutbacks in those 

5 areas. This would probably have little net effect on domestic 

6 production and jobs but would reduce domestic price pressures 

7 and distortions in import product mix from recent patterns. 

8 Another alternative would be to set a total quota only 

9 --not for product categories-which would permit imports to flow 

10 where competitive pressures drive them. This might adversely 

11 affect certain producers ~n product areas where importers would 

12 receive the highest profit. 

13 Further, the restrictions could be modified to provi<:Je anot.1er 

14 basis for country allocations (e.g., 1970-74 or 1975) that is 

15 more realistic in terms of likely availability of supply and less 

16 discriminatory against the Japanese. This .,ould improve possibi1-

17 ities for fulfilling quotas provided and minimize the compensation 

18 bill with the Japanese. 

19 Rather than distributing to the foreign countries, the rigrt 

20 to sell specialty steel, such right under the quota could be di~;-

21 tributed to American importers. This alternative eliminates th~ 

22 cash transfer to foreign producers implicit in a country by 

23 country allocation system. The administrative problems involved, 

24 however, would be more serious than ~ny other quota system dis-

25 cussed. It also would complicate the negotiation of compensation. 

26 Another possible revision might be semi-annual or quarterly 

27 quota estimates that would be more sensitive to shifts in 

28 volatile market. 
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Orderly Marketing Agreement 

The President may announce his intention to negotiate 
(OMA) I 

orderly marketing agreementsj which in this case would involve 

4 at least Japan, Sweden, the EC, Korea, and Spain. Other countries 

5 could be permitted to import freely although this would cause 

6 significant international problems (e.g. discrimination); be sub-

7 ject to quotas; or OMA's. A series of OMA's could be negotiated 

8 within t~e quota limits proposed by the ITC but with much greater 

9 flexibility to respond to particular country concerns (e.g. 

10 allowing different product mix within same total). This flex-

11 ibility could serve to rednce the dissatisfaction of foreign 

12 producers while keeping u.s. producers more conscious of import 

13 competition as c. damper on price increases. The terms of such 
' 

14 agreements can be subject to regular review and revisions or 

15 discontinuance as appropriate (e.g., in the event of domestic 

16 
1f In this case, it is uplikely that the level of 

shortages). imports under OMA's could be held to levels 
comparable to the ITC's proposed quotas. 

Orderly marketing agreements traditionally do not require 17 

I 18. compensation meaning that no increases in foreign barriers to 

19 U.S. exports or decreases in U.S. barriers would result. Other 

20 domestic industries thus would not be adversely affected although 

21 C( -.sumers WOUld be denied the benefits of lower COSt imports in 

22 

23 

24 

25 

26 

other product areas. 

A danger of OJV.A's for specialty steel is that they may 

spread to carbon steel. 

The imposition of country-by-country quotas, or orderly 

marketing agreements, will virtually force foreign producers 

27 to cartelize their shipments to the United States, thus reducing 

28 
-50-.

~ , . 
. 
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.. 
1 competition among importers themselves, This is~indirect 

2 ·opposition to our strong anti-cartel policy. Furthermore, 

3 by encouraging foreign firms to form cartels for the purpose of 

4 allocating shipments to the United States, we may undermine the 

5 developing antitrust policies of other nations. 

6 Historically, once quotas or OMA's are in effect, it has been 
6a difficult to remove them; however, under escape clause provisions 
7 there is a time limit on such restrictions based on the authority 
7 a of the Trade A.ct. 
a Quotas allocated on a country-by-country basis have the 

9 additional disadvantage of allowing foreign producers to capture 

10 the increase in import prices that results from the import limi-

11 tation. 

12 Tariff Increases or Tariff Rat'e Quotas 

13 Tariff inc:ceases or tariff rate quotas '\.Jould normally provide 
'· 

14 benefits to the consumer in the form of lower costs and greater 

15 availability of supply during heavy demand periods, compared with 

16 an equivalent ~1ota. To the extent that fo~eign producers would 

17 absorb tariff increases, consumers would receive savings as com-

18. pared with a quota. Importers would have an incentive to compete 

19 and not form ex~ort cartels and domestic producers would be 

20 somewhat constrained in raising prices. 

21 Due to the relative price inelastic demand £or specialty 

22 steel, the tariff increase required to affect import volumes and 

23 provide some domestic production incentive would be large. Price 

24 differentials between imported and domestic prices recently have 

25 been primarily in a range of 20-35 percent. Tariff increases 

26 of that magnitude, however, might prove quite costly to consumers 

27 1.Jf demand picks. up worldwide and world prices rise accordingl{~·;o~~ .. 

28 
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1 (e.g. during 1974 import· prices exceeded dom.estic.:·.·prices in many ·--
2 ~nstances) but supplies would be available in contrast to a quota. 

3 Price increases of imports with increased tariffs are more 

4 likely to be one-time as contrasted with quotas where prices 

5 would be expected to continue to increase. Once the initial 

6 increase is absorbed and domestic prices rise, import prices can 

7 again become competitive. 

8 Tariff increases would also result in a very large compen-

9 sation bill for the U.S. to negotiate. Whatever increased customs 

10 duties might be collected would be at least partially 

11 offset by concessions in other areas. Tariffs have an added 
or OMA's 

12 disadvantage compared to quotas; in that they can not be directed 

13 primarily at those countries that are th3 major source of increased 

14 imports. The higher cost foreign produc1~rs would be more adversely 
affected. 

15 Tariff rate quotas might have a siQilar effect to tariffs 

16 although initial costs to consumers would bG reduced if importers 

17 practice average cost or mark up pricing,.and the compensation bill 

18 would be smaller. 

19 Adjustment Assistance 

20 Adjustment assistance for workers :.s available without 

21 Presidential action, but the President =an order expedited 

22 handling of adjustment assistance. In view of the substantial 

23 layoffs in the domestic industry and the prospect for gradual 

24 recalls of workers, expedited assistance would be of substantial 

25 benefit to workers. Expedited assistance for firms would probably 

26 be of little value in view of the basic health of the industry and 

27 the limited number of firms that would be eligible (none of whom 

28 have applied). 
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No Relief { 

The President may determine that import relief is not in 

the national economic interest. In this case it appears that 

import relief (aside from adjustment assistance) will provide 

little benefit to the industry and its workers and may entail 

substantial costs to consumers while adversely affecting U.S. 

international economic interests. On the other hand, it is certain 

that an ~ttempt would be made to obtain a Congressional override, 

probably with a much broader base of support than the firms and 

workers of the specialty steel industry. In the event of a Con-

gressional override, the I_TC remedy would automatically go into 

effect. At that point the President might still have the option 

to negotiate OMA's to supplant quotas. 

It may be impracticaJ for the President to declare no import 

relief in this case without also announcing steps he will take 

that will respond to the basic concerns of ~etitioners. He could 

expedite adjustment assistance to workers which would provide 

funds to most laid off workers in the industry until they are 

recalled. In recognition of petitioners' basic concern that 

foreign government involvement in their steel industries represe11ts 

a threat of disruption in the U.S. market, there are several actions 

the President could announce including his intention to negotiate 

an international safeguard agreement for steel that would protect 

the U.S. market from sudden or marked disruptions. Such an arrange

ment was part of the solution proposed by petitioners and has also· 

been proposed by the steel industry. This could include carbon steel, 

90 percent of U.S. steel production by value, which was not c~~%~~· \ 
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1 by the ITC finding. Foreign uncertainty about the pending decision 

~ in the case could be used as leverage to get agreement from them to 

3 enter into negotiation before the President's announcement. Another 

4 option would be to initiate consultations within the OECD to work 

5 toward international solutions to steel trade problems. 
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DRAFT PRESS RELEASE 

FOR RELEASE MARCH 16, 1976 

PRESIDENT FORD ANNOUNCES IMPORT 
RELIEF FOR SPECIALTY STEEL INDUSTRY AND WORKERS 

President Ford announced today that he has decided to 
grant import relief to the specialty steel industry. This is 
the first affirmative action taken under the escape clause 
provisions of the Trade Act of 1974. 

The United Steelworkers of America and the Tool and Stain
less Steel Industry Committee petitioned the U.S. International 
Trade Commission (USITC} on July 16, 1975 for import relief. 
On January 16, 1976 the USITC found that the industry was serious
ly injured substantially due to increased imports. During most 
of 1975, 25 percent or more of the industry's 30,000 person work
force were laid off and less than half of the industry's pro
duction capacity was utilized, causing profits to plummet. At 
the same time imports rose slightly in tonnage terms and signi
ficantly increased their share of the U.S. market. Thus, the 
President has determined that the industry and its workers need 
relief. 

The President intends to negotiate orderly marketing 
agreements with key supplying countries for specialty steel 
products covered by the USITC's affirmative finding of injury. 
It is intended that these agreements limit imports over a three 
year period, while the domestic specialty steel industry recovers 
from the high unemployment and depressed operating levels of 
1975. Should orderly marketing agreements not be negotiated 
successfully the President will proclaim import quotas for a 
period of three years to take effect no later than June 14, 1976. 
The quotas will be set at overall levels comparable to those 
recommended by the USITC. 

International consultations have been requested by the 
United States in the OECD to discuss the problems of our 
specialty steel industry and the proposed U.S. actions. Bi
lateral discussions with key supplying countries will be 
initiated as soon as possible. 

In recognition of the special problems of our specialty and 
carbon steel industry - the President has directed his Special 
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Representative for Trade Negotiations, in the Multilateral 
Trade Negotiations, to deal on a sectoral basis with the 
problems of cyclical distortions in steel trade, while 
liberalizing the conditions of this trade. 

Finally, the President has ordered the Secretary of Labor 
to expedite processing of trade adjustment assistance petitions, 
to assist the large number of unemployed specialty steel workers. 
About 3400 workers of 8500 laid off are already eligible for 
such assistance. 

The decision not to implement at this time the USITC's 
proposed remedy of quotas for the next five years is based on 
several considerations. This remedy is too inflexible in view 
of the rapid expansions and contractions of the specialty steel 
market and is not well suited to the needs of the industry 
during recovery from a recession period. The U.S. Government 
also desires to avoid unilateral restrictive action by trying 
to resolve specialty steel import problems through agreements 
with the other major nations involved. In this manner, the 
disruption to trade can be reduced and the special concerns 
of other nations can be taken into account, while the injury 
to the domestic industry is remedied. 

Relief will be provided for a period sufficient for the 
industry to recover a healthy employment and profit position 
and will be reduced or discontinued when the President deter
mines, with the advice of the USITC and the Secretaries of 
Commerce and Labor, that this recovery is taking place . 

• 





DRAFT FEDERAL REGISTER NOTICE 

Note: /The statute states that the President shall 
-publish in the Federal Register that he has 

made a determination of the method and amount 
of import relief he will provide, or that he 
has determined import relief is not in the 
U.S. national economic interest~/ 

TITLE 3 - THE PRESIDENT 

Presidential Determination 
Under Section 202(b) 

Of the Trade Act of 1974 

Specialty Steel 

LINSERT TEXT OF PRESS RELEASE/ 

THE WHITE HOUSE 

March , 1976 
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DRAFT LETTER SUBMITTING PRESIDENTIAL REPORT 

Dear Mr. Speaker: 

In accordance with Section 203(b) (1) of the 

Trade Act of 1974, enclosed is a report to the 

Congress setting forth the action I am taking on 

specialty steel imports pursuant to Section 203(a) 

of the Trade Act of 1974. 

The Honorable Carl Albert 
Speaker of the U.S. House of 

Representatives 
Washington, D. C. 20515 

• 

March 16, 1976 



Ifvl_p·ORT RELIEF ACTION 

STAINLESS STEEL AND ALLOY TOOL STEEL 

As required under Section 203 (b) (1) of the Trade Act of 
1974, I am transmitting this report to the Congress setting 
forth the actions I will take with respect to stainless and 
alloy tool steel (also referred to as specialty steel) products 
covered by the affirmative finding on January 16, 1976 of the 
United States International Trade Commission (USITC) under 
Section 201 (d) (1) of the Trade Act. As my action differs from 
that recommended by the Commission, I have included the reason 
for my decision. 

I have determined that import relief should be provided to 
permit the industry to recover from its recent depressed operating 
levels (less than 50% of capacity) and high unemployroent rates 
(25% or more) • 

Relief will be continued until such time as I determine, 
with the advice of the USITC and Secretaries of Labor and 
Commerce, that the industry has regained healthy production 
and employment levels. 

I intend to negotiate orderly marketing agreements with 
key supplying countries within the next 90 days. It is intended 
that these agreements limit imports, of those stainless and alloy 
tool steel items which are covered, to recent levels while the 
domestic industry recovers from the high unemployment and depressed 
operating levels of 1975. If satisfactory orderly marketing 
agreements are not negotiated successfully, I will proclaim 
import quotas for a period of three years to take effect on 
June 14, 1976. The quotas will be set at overall levels comparable 
to those recommended by the USITC. 

I have decided to seek orderly marketing agreements in order 
to work with the principal nations involved, resolving the 
immediate problems of our domestic industry in a manner which 
meets the special concerns of each of the nations affected, while 
injury to domestic industry is remedied. 

To assist the large number of workers \-7ho have been laid off, 
I have ordered the Secretary of Labor to expedite. processing of 
applications for trade adjustment assistance. The income benefits 
of such assistance for these unemployed workers, should reduce 
the hardships suffered particularly in cases where unemployment 
benefits have expired. 

In addition to the above actions to be taken under Section 202 
of the Trade Act of 1974, I have directed the Special Representative 
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for Trade Negotiations, in the Multilateral Trade Negotiations, 
to deal on a sectoral basis with the problems of cyclical 
distortions in steel trade, while liberalizing the conditions 
of this trade. 

My decision not to accept the USITC's proposed remedy of 
quotas for a five year period is based on two major considerations. 
First, the remedy is too inflexible in view of the rapid expansions 
and contractions of the specialty steel market. During a recession 
period, imports would not be sufficiently constrained to prevent 
a recurrence of the problems encountered last year. On the other 
hand, in the event of a peak demand period with our domestic 
industry operating near capacity, imports could be held below 
levels needed by domestic consumers, particularly for certain 
product categories. Second, the USITC remedy does not take 
into account special factors affecting certain foreign supplying 
countries. 

Announcements of the actions outlined above will be made 
in the Federal Register . 
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DRAFT LETTER SUBMITTING PRESIDENTIAL REPORT 

Dear Mr. President: 

In accordance with Section 203(b) (1) of the Trade 

Act of 1974, enclosed is a report to the Congress 

setting forth the action I am taking on specialty 

steel imports pursuant to Section 203(a) of the 

Trade Act of 1974. 

The Honorable Nelson Rockefeller 
President of the U.S. Senate 
Washington, D. C. 20510 

• 

March 16, 1976 



I.t-1PORT RELIEF ACTION 

STAINLESS STEEL AND ALLOY TOOL STEEL 

As required under Section 203 (b) (1} of the Trade Act of 
1974, I am transmitting this report to the Congress setting 
forth the actions I will take with respect to stainless and 
alloy tool steel (also referred to as specialty steel) products 
covered by the affirmative finding on January 16, 1976 of the 
United States International Trade Commission (USITC) under 
Section 201 (d) (1} of the Trade Act. As my action differs from 
that recommended by the Commission, I have included the reason 
for my decision. 

I have determined that import relief should be provided to 
permit the industry to recover from its recent depressed operating 
levels (less than 50% of capacity} and high unemployroent rates 
(25% or more} . 

Relief 'i.vill be continued until such time as I determine, 
with the advice of the USITC and Secretaries of Labor and 
Cowmerce, that the industry has regained healthy production 
and employment levels. 

I intend to negotiate orderly marketing agreements with 
key supplying countries within the next 90 days. It is intended 
that these agreements limit imports, of those stainless and alloy 
tool steel items which are covered, to recent levels while the 
domestic industry recovers from the high unemployment and depressed 
operating levels of 1975. If satisfactory orderly marketing 
agreements are not negotiated successfully, I will proclaim 
import quotas for a period of three years to take effect on 
June 14, 1976. The quotas will be set at overall levels comparable 
to those recommended by the USITC. 

I have decided to seek orderly marketing agreements in order 
to work with the principal nations involved, resolving the 
immediate problems of our domestic industry in a manner which 
meets the special concerns of each of the nations affected, while 
injury to domestic industry is remedied. 

To assist the large number of workers who have been laid off, 
I have ordered the Secretary of Labor to exped.if:e processing of 
applications for trade adjustment assistance. The income benefits 
of such assistance for these unemployed workers, shouiA reduce 
the hardships suffered particularly in cases where unemployment 
benefits have expired. 

In addition to the above actions to be taken under Section 202 
of the Trade Act of 1974, I have directed the Special Representative 
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for Trade Negotiations, in the Multilateral Trade Negotiations, 
to deal on a sectoral basis with the problems of cyclical 
distortions in steel trade, while liberalizing the conditions 
of this trade. 

My decision not to accept the USITC's proposed remedy of 
quotas for a five year period is based on two major considerations. 
First, the remedy is too inflexible in view of the rapid expansions 
and contractions of the specialty steel market. During a recession 
period, imports would not be sufficiently constrained to prevent 
a recurrence of the problems encountered last year. On the other 
hand, in the event of a peak demand period with our domestic 
industry operating near capacity, imports could be held below 
levels needed by domestic consumers, particularly for certain 
product categories. Second, the USITC remedy does not take 
into account special factors affecting certain foreign supplying 
countries. 

Announcements of the actions outlined above will be made 
in the Federal Register . 
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MEMORANDUM FOR THE SECRETARY OF LABOR 

In conjunction with my determination today, under 

section 202(b) of the Trade Act of 1974, regarding 

import relief for the specialty steel industry, I 

hereby direct that you give expeditious consideration 

to petitions by workers in this industry for trade 

adjustment assistance under chapter 2 of Title II of 

the Trade Act of 1974. A copy of the Federal Register 

notice of my determination is attached. 

March 16, 1976 
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March 11, 1976 

MEMORANDUM FOR 
THE VICE PRESIDENT 

SUBJECT: Specialty Steel Import Ca•• 

The Pre•ldent reque•ted that you be provided a copy of the 
complete package he i• pre•ently •tudylnl on the Specialty Steel 
Import Ca••· 

The package con•l•t• of the following: 

TAB A - Ori1laal Memorandum dated March 1, 1976 from 
Special Repre•entative for Trade Negotiation• 
plu• comment• from White Hou•e stafi reflected 
in my memorandum of March 6, 1976 to the 

President. 

TAB B • Memorandum from Amba•eador Dent dated 
March 8, 1976 • 1'Timetab1e for Recommended 
Steel Dec:ieioD 11

• 

TAB C ... Briefing Paper for Presidential Meeting with 
I. W. Abel and Richard Simmon• on March 10, 1976. 

TAB D • Briefins Paper for Preeiclentia1 Meeting with 
Congre••lonal Delegatee on Specialty Steel on 
March 11, 1976. 

TAB E... Undated memorandum from Brent Scowcroft 
received March 11, 1976 augge•ting an addit.ona1 
option in tbla ca•e plue comment• from White 
Hou•e etafl member•. 

• 

Jamee E. Connor 
Secretary to the C4binet 





March 6. 1976 

MR PRESIDENT: 

Specialty Steel Import Case 

The attached memorandum from Ambassador Dent 
was sta.Ued to members of the aeDJ.or staff. 
Messrs. Marsh. Buchen. C&DDoa. Friederadorf 
and Mortoa concur with Ambassador Dellt'a recom
mendatioD of Option W. 

Max Friederadorf adda the comment- "We have 
received a request for a meetiDJ with the Preaideat 
by a number of Congressmen and Senatore from 
Ohio. Penaaylvania. New York and West Virgiaia 
to diseuse this aubject. " 

Jim Callllon adds the commeat - "It ia troublillg to 
DOte. however. that Attachment D- uspeci&lty Steel 
Case Background" iDdicatea that ''the apecialty steel 
illduatry is aufferina to a large extent from the 
domestic receaaioa. " Thus. it appears that the 
iDdustry suffers primarily from cyclicality. not 
imports. This certainly throws iDto aubatalltial 
question the USITC lindiag that the ladustry was 
seriously iajured substantially due to increased imports." 

BreDt Scowcroft recommends atUl another alternate 
to the solutions stated ill Ambasaador Dent'• memo. 
His comments are attached at Tab #1. 

Should you select Option III, the necessary documents 
to implement your decision will d!>e prepared for your 
signature. 

Jim CoDDor 

II 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

March 4, 1976 

MEMORANDUM FOR: JAMES CONNOR 

FROM: BRENT SCOWCROFT 

SUBJECT: Specialty Steel Import Case 

I concur with Fred Dent's recommendation to the President on the 
specialty steel import case, subject to one reservation. I strongly 
recommend that the President's announcement be modified so as not 
to unnecessarily limit the President's flexibility and complicate our 
negotiations by committing ourselves to specific actions if we are 
unable to reach satisfactory Orderly Marketing Agreements. 

Option 3, as currently framed, recommends that the President: 

Proclaim import quotas, effective in 90 days, for a period of 
three years; 

State that he will seek to negotiate Orderly Marketing Arrangements 
during the 90 -day period; and 

Note that he can reduce or terminate the quotas if the economic 
position of the domestic industry improves. 

I recommend that the President instead: 

Announce his intention to seek Orderly Marketing Agreements with 
exporting countries over a 90-day period; and 

State firmly that in the absence of a satisfactory agreement he will 
provide import relief at the end of that period. i J --

i ~The difference is that by not announcing in advance specifically what 
~ import relief he would provide, the President would: 
L:.l 

;} ·~·: 
.._111 ; 
~ .,i 
t' ~ 

Remove the element of duress which specific threats would bring 
to the negotiations, yet put the exporting nations on notice that we 
will take corrective measures if no agreement is reached. 

~ c~ 
.;)~-/ 
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Maintain through the period of the negotiations his flexibility as 
to form of relief. 

The third element of Fred Dent's recommendation, that the President 
announce that the remedy could be reduced or terminated depending upon 
developments, would be included in a Presidential statement announcing 
the imposition of quotas should negotiations fail. 

I realize that this modified option may not be as satisfactory to the steel 
industry and to the Congress as would the original. It is vital to our 
relations with our industrialized allies, however, that we maintain the 
spirit of consultation which we have so carefully nurtured, and I think 
we can make a strong defense of this course of action to Congress and 
the industry. Assuming the President would wish his advisors to speak 
to the steel industries, an effective argument could be made to them 
that the President: 

was indeed firmly committed to impose significant remedies if 
satisfactory OMAs could not be reached; and 

was not asking the industry to com.m.it itself in advance, since 
Congress would still have the opportunity to override if the 
OMAs or quotas were not satisfactory. 

c.J?N!tm~ 
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l\IE \10 RA:\' D l·:-.1 

THE WHITE HOCSE 

WASIIIN(;TON 

CO?~FIDENTIAL March 4, 1976 

MEMORANDUM FOR: JAMES CONNOR 

FROM: BRENT SCOWCROFT 

SUBJECT: Specialty Steel Import Case 

I concur with Fred Dent's recommendation to the President on the 
specialty steel import case, subject to one reservation. I strongly 
recommend that the President's announcement be modified so as not 
to unnecessarily limit the President's flexibility and complicate our 
negotiations by committing ourselves to specific actions if we are 
unable to reach satisfactory Orderly Marketing Agreements. 

Option 3, as currently framed, recommends that the President: 

Proclaim import quotas, effective in 90 days, for a period of 
three years; 

State that he will seek to negotiate Orderly Marketing Arrangements 
during the 90 -day period; and 

Note that he can reduce or terminate the quotas if the economic 
position of the domestic industry improves. 

I recommend that the President instead: 

Announce his intention to seek Orderly Marketing Agreements with 
exporting countries over a 90-day period; and 

State firmly that in the absence of a satisfactory agreement he will 
provide import relief at the end of that period. 

The difference is that by not announcing in advance specifically what 
import relief he would provide, the President would: 

Remove the element of duress which specific threats would bring 
to the negotiations, yet put the exporting nations on notice that we 
will take corrective measures if no agreement is reached. 

OECLASStFIED 
CO~"fFIDE:NTI:A:L E.O 1::,::::-:: I•: :· . ) c:r:c:: J 3 

~ M.emu, :.f:.,__. -'-' :: .~: ,_,_Gt GwiJ<~krcN; 

!y /Jr? _W..RA, f...'late __ 'f1~!JL;;;b. __ _ 
' 
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Maintain through the period of the negotiations his flexibility as 
to form of relief. 

The third element of Fred Dent1 s recommendation, that the President 
announce that the remedy could be reduced or ter1ninated depending upon 
developments, would be included in a Presidential statement announcing 
the imposition of quotas should negotiations fail. 

I realize that this 1nodified option may not be as satisfactory to the steel 
industry and to the Congress as would the original. It is vital to our 
relations with our industrialized allies, however, that we maintain the 
spirit of consultation which we have so carefully nurtured, and I think 
we can make a strong defense of this course of action to Congress and 
the industry. Assuming the President would wish his advisors to speak 
to the steel industries, an effective argument could be made to them 
that the President: 

was indeed firlnly committed to impose significant remedies if 
satisfactory OMAs could not be reached; and 

was not asking the industry to commit itself in advance, since 
Congress would still have the opportunity to over ride if the 
OMAs or quotas were not satisfactory. 

COP'tFID:SP'TTIAL 
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THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

W/\SHINGTON 

C9W?IBJ!iJN\l?JWAL 

HEMORANDUM FOR 'I'HE HONORABLE WILLIAM F. GOROG 

FROH Frederl
. ck B. Dent --"'/-- ::-,\:_. ( ,_ 1 · "' ·. • - ! ~~:z---~T - -

SUBJECT: Steel Decision Memorandum 

Attached is a decision memorandum for the President 
on the specialty steel import case reflecting the Trade 
Policy Committee meeting on February 27. 

If the President makes his decision this week, it 
would enable us to consult with the major supplying countries, 
and with key industry and labor representatives, as well as 
with members of the Finance and Ways and Means Con~ittees, 
before the decision becomes public. I would urge strongly 
that the issue be put before the President as soon as 
possible. 

You may wish to transmit the attached memorandum to 
Bill Seidman and Bill Simon through secure limited-access 
channels, as they were both very interested in this matter. 

You should note that the President's determination must 
be published in the Federal Register by March 16. 

;•. ' ... · 

By /<61+ 

CONFIDENTIAL, 
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THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

WASHINGTON 

CONFIDEH'l!IAI:. 

March 8, 1976 

MEMORANDUM FOR THE PRESIDENT ~ 

/ .,\ i 

FROM Frederick B. Dent~/,V ~\t· 

SUBJECT: Timetable for Recommended Steel Decision 

If you choose Option III presented in the earlier memo
randum, the following schedule would be likely: 

March 10 

March 10-15 

March 16 

Presidential decision to seek orderly 
marketing agreements, and impose quotas 
for three years if agreements are not con
cluded by mid-June. 

Negotiations initiated by the Special 
Trade Representative with principal supply
ing countries. 

Presidential announcement that import relief 
is to be granted, that negotiations are in 
progress and quotas will be imposed if the 
negotiations fail, that imports are being 
monitored to detect disruption during the 
period of negotiations, and that any restric
tions imposed will be lifted when the industry 
recovers or when a steel sector agreement is 
concluded in the Multilateral Trade Negoti
ations (MTN) . 

STR, Commerce, and Labor consult with those 
in business, labor, and Congress directly 
interested in this decision. 

U.S. calls for consultations in OECD and 
urges priority treatment for a steel sector 
negotiation in the MTN. 

-CONF IDEN'PIAL 
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June 14 

mid-September 

-GONFIDENTIAf:. 

- 2 -

90 "legislative" day period for Congressional 
override begins. 

Statutory deadline for conclusion of agree
ments, or imposition of quotas by U.S. 

Approximate expiration of period for Congres
sional override. 

-eeNFIDEN'l!I-AL-
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THE V/1-IITE HOUSE 

WASHINGTON 

March 9, 1976 

f-1EETING ~HTH I. vJ. 71.T3EL 7\ND RICHARD SH1HONS 
March 10, 1976 

4:30 p.m. 
The Oval Office 

From: William F. Gorog~p;.r 
I. PURPOSE 

To allo~-.7 r·.Jcssl .. S. P~ble anc1 Sir.1_:~:or1s to present th2ir 
views in support of the U.S. International Tariff 
Commission (ITC), recorrunendation that five year 
quotas be placed on foreign specialty steel imports. 

. II. BACKGROUND, PARTICIPliNTS, AND PRESS PLAN 

A. Background: Both labor and management are strongly 
united-in -support of ~·laximurn possible import re
lief ~nd favor the ITC decision. Congressffian 
Green, who is seeking Senator Scott's seat, is 
particularly vocal and is strategically sit~ated 
as Chairman of the Trade Policy SubcOITk'Tlittee. A 
summary of the economic situation and your options 
are attached. 

The specialty steel industry has urged the U.S. 
Government for many years to grant protection agai11st 
import competition. Such pressure in 1971 led to 
negotiation of stainless steel subceilings under 
the steel voluntary restraint agreements {VRl\s) 'i;ri th 
Japan and the European Co~@unity. Experience under 
those restraints indicates that Japan did not fill 
the levels allocated--probably due to high demand 
in other \\·orld markets--and that the EC probably 
exceeded the levels provided for under the VRA_. 

'l'he domestic industry feels that it has followed· the 
J_)f'CJ:_:c~::--.~~~-·:·-) :~<--_·\~~-: ll--~;,_·: 1_-.~~:" t~-:_.:·· T1-.:1tlc• 7\, ... t-.. c~f 1 <)7 .. ~ ~:~-,,~: t--~-~--; l. 

foreign interests have had an opportunity to make 

fore, that it is entitled to relief. The princ.ip:tl 
objective of the industry appears to be a permnnent 
intern~1 tioJEll 1:1 rranqci:tcnt s.:.l.[CSJU.:.u-Jing ago in~:; t ~.i i :;
rupt.ivr~ imnorts. Gi\·0n tho depressed level of <:ctiv
ily and hiqll lt..!VClti Ol UllL!lilplO)lHClll in tllt.' .lll\.ill~LLy, 

~- l . : L t~ ll ..... ·. ~·ll)~l 
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would be likely to be overridden by Conqrc~~ thus 
implementing the ITC's proposed quantitive restrict
ions. Those restrictions are deficient in several 
rc~:>pcc:U: a2~1cl · ... •.;-ulcl h0vc.: c;<.lvcrsc cffcc~.-s on p1:iccs 
to consu:.tcrs and on intc.cn.J.tional relations (with 
Japan particularly). 

B. Participants: I. N. Able, President, United Steel
\"lOrkers of 1\.Iner ica; Richard Sinu.'Uons, President, 
Allegheny-Ludlam Steel Corporation; William F. Gorog 

C. Press Plan: David Kennerley 

III. DISCUSSION POINTS 

A. Economic Outlook 

I am very pleased that both of you were able to come 
today and share your views on the specialty steel case 
with me. 

I am interested in your assessment of the outlook for 
the specialty steel se6tor as the economy recovers. 

Is the forecast for improve~cnt likely to re~ove sc~2 
of the economic problems which were at their h2ight 
when ITC had the case before it last year? 

Nhy is· specialty steel so much more vulnerable to 
imports than some other products? 

B. Impact on Trade Negotiations 

I am also interested in your vim·TS on hm.; import 
relief may affect our overall trade relatio~s and 
pending trade negotiations ... Specifically~ what ... . 

·: :··:·~~·~.:::>:: ... , .. ~ :- .... : ::: :. • .. · .. ·. ~ .. '·retaliatory a.ction do· you· think is: likely from .. . 
Japan and :Suropean producers if ":!C 9rant the type 
of relief recommended bY the ITC? And do you see 

. any prospect-of negotiating an. acceptable orJorly 
~arketinq agreement i~ lieu of quotas or tariffs? 

. .... 

.. ·· .·_._:- .... :· .. ~ ... : · .. _. . ·~ ·.'.. . . . .. ... '• ·•. . : :·· .. ·' .:· .· 

. ·. 

.... . .. .. :-· .... :"' · . ' ... ~. .. . . ··.: .· .... ;'' .. ; ... ·.·. ·_ ·.·· .· .·· . . . . . ~ ·' 

.. :·.. . . . . ~· .. : .. ·.:. : ~ "' .' . : ~:. ~·:. ;. ~· •. • •. .. .... -· .•• · . I, • :. • • • ·"' ... I . ··'• . ·. . . . ·:. ~ . 

. ~: ·. .. . ... 
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THE WHITE HOUSE 

WASHING10N 

March 9, 1976 

MEMORANDUM FOR THE PRESIDENT . (r 

WILLIAM F. GOROG vfo FROM: 

SUBJECT: Summary of Specialty Steel Imports Case 

Economic Background 

Specialty steel imports total nearly $200 million, doubling in value 
since 1970. They represent 5 percent of U.S. steel imports by value 
and 1 percent in tonnage. The TJ. S. specialty steel industry com
prises 1. 5 percent of domestic steel production. After doubling 
production and ship1ncnts since 1970, a. 45 percent decline '\Vas 
experienced in 1973, in part caused by the recession. In 1975, 
about 8, 500 persons, or about 25 percent of the "1.\"0rl: force, were 
laid off. Nineteen companies, \vith 40 plants (one-half in Pennsyl
vania) are affected. 

Action by the International Trade Commission (ITC) 

The ITC, in its first affirmative injury finding under the Trade Act 
. . . . . o£1974, found serious injury and reconwncnclcd in1posii.ion of 5-y,;L~l· 

.· ~--\ .'-·: /···' .;' '::. :·:'"•qudta~·''at.l97 41ev.cls:; _:-.Yo'u 'i.ntisf 'ann6'urtc:e··ycnil· 'il;t~ntiori "by· K1a rch. :16·~·. 
If you choose any forrn of quotas, t<:triffs, or a con1bil•zction, they !Tll'.St 

·. · :be put into effect by)vlarch 31. . If you seek. negotiation of orderly· 
.... . ·· .. · . : .lnarketing agreements': 'or ali alternative form of relief, they mr~st' ·-:. 

be in effect by ,hme 14:. ·within 90 working clays after the effective 
date of re1i(·i, bo~l1 Houses, by $ilnple lnz,jority, ma.y o\.-crricle rour 
·a~tion,. ii~ w11ich case the ITC dccisiol~ ;tanci~. T11crc is no Jnidcllc 

ground. ,.,· .. 

EE~~i_c~-::_~~~i~}._QJ~!i:.<?..n~ anc~_Rec~11mcndations of the Trade Pol-icy 
c 0 J :1; '\ ) j ~ ~ '. '-' 

The -Trade Policy Conunittce considered three qption~: . 

• 

·. ·. 

:. . . . ~. · .. 
. .... 

I • ~- ~- ·~. 
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( 1) Deny "relief on grounds of national economic: intcrPst and 
seek unilateral, voluntary restraint by foreign suppliers. 

(?.) In:J-'.'"t' i.1nport quul:"s frli· lor· 2 ye;1r~:: cr)rr:p~,rab]c to 

1975 levels. 

(3) Annour.ce, :March IC: 

Intention to impose 3-year quotas. 

Initiative to seek orderly marketing agreen1ents as a 
substitute for quotas. 

Intention to tern1inate irnport relief by quota.s or orderly 
marketing agreen1cnt if there arc improve1nents in the 

Secretaries of Labor and Corn1nerce. 

The Trade Policy Cornm.ittee rccom.mcnds Option 3. The State 
Departlnent suggests a fourth option involving Option 3 but without 
annow1.cement of final decision on the form of import relief action 
until June 14. 

Considerations 

Congressional interest and pressure is strongly in favor of the relief 
proposed by ITC and vie\\'s this case as a test of Executive conform
ance to the spirit of the Trade Act of 1974. STR aad the Trade Policy 
Cornm.ittee believe that Congressional override is li]~ely if your d~ci-

,:-. _, ;.: _, _..;.._'" ... , .. :·. ·'. -~~~8_P:.-Y.~r~_~s s,ign~f~~~~,l;.tJy_. ~:L~?!1.~,..tl:.~ •.• ~ J',F.' :~• ·-: :·: :·.i". ·: ·, -~_, .. 2:.:·· :. ,_, .:·'.>:;· i.·-~·: :·. · .. ': _:_ .·:... . ... (. ·.: -:,:-:· ~<· i·-.·.: •. : 

·-.·: 

A major co::J.s:idera.tion, hry,\·ever, is the nature and extent of pos::;}l.)le 
.. foreign 1·ctaliation or U.S.: pa.y1.nent of con1.pensabon resulting fronl · 

· .... ~·. :· ... acti~ri granting imp~rt l;elicf.. This can .. bc aY~ided by attcm.pts to . 

negotiate orderly 1narketing agrecn1.ents. 
· ..... . . . · .. 

. ·.1 

Tirnin~; is in1port;;nt. Tlw ohject of-~. Prc~;:iclenti:>l 2.!lnonncC'Jll•.·nt 0n 

l\1arch 16 should be to avoid sharp criticisnt of alleged Adn1ini stration 
ioot ...-!1:;.~,,b·l:1g \"..Lit..::J) 111}~~)1~- 1~':1.(1 tl) r:._,]_\Li'-~.:.~_Jly· l1lOti\~·:tc,cl :r't_'jccti(ll1 ul~ 

yonr fjp;d dcci~~jon. t\1~"0, ::. df'~,,~io:~ jl' .lch·:-tncc or ~,~:>.rc-11 1(1 \'.0\'1:-l 

·penni l consul La Lions '' illl aiLcctcd iorei~n govermnents such as J ap<tn 

·. 

• 

• ·' .... ~. ~l!"~ . ,·.· 

... · . 

.. . 



THE SPECIAL W?PRESENTATIVE FOR 

WASHINGTON 

COUF'li9Bli'3:'IAL 

t1arch 8, 1976 

HBHORANDUM FOR THE PRESIDENT 
' \ / . 

......... ·- ~-·-- / ·; \ \ 
FROH Frederick B. Dent 

--~ . I / 

SUBJECT: Timetable for Recommended Steel Decision 

If you choose Option III presented in the attached memo
randum, the following schedule would be likely: 

March 10 

March 10-15 

Harch 16 

Presidential decision to seek orderly 
marketing agres~snts, and impo~e quotas 
for three years if agreements are not con
cluded by mid-June. 

Negotiations initiated by the Special 
Trade Representative with principal supply
ing countries. 

Presidential announcement that import relief 
is to be granted, that negotiations are in 
progress and quotas will be imposed if the 
negotiations fail, that imports are being 
monitored to detect disruption during the 
period of negotiations, and that any restric
tions imposed will be lifted when the industry 
recovers or when a steel sector agreement is 
concluded in the Multilateral Trade Negoti
ations (r-1TN) . 

STR, Commerce, and Labor consult \vith those 
.. •. ;. · ···: -~·.: ·: ·., ·s :: .. ~- •. :" .-:· ...... ,. . .• ·.-: · .::.-:- <·~:;:·_;, ~---·in .-busj.ness ,.: labor,. ,and Congress dire.ctly .... ····<· .- :· .. ··> 

· · · . '.-. : · · · · interested in this decision. . ··.· · . · ·. ·· · · ·. 
"'' l'o ~·· -~··_-:-'••,• .".;.·.t· ... -'·',.~-:·'.., .. :-~·;:_ ... :~' :..:,:,;.~.-.. ·~ ...... h.:;'.-·"•:··:·'•'•'.'··';\ ..... :~-· ·.:.-. .. -~~:·.·.:·.·--~·:·_·.·.··,.<· .. ··,' ',·;·,:_:·, ··._; •: · .. : .. ·;.-.·~.·:---~: ....... _• ... ··~· .. •~ ..... : :"':·'··.:.:,~~~;..~.~~ .. :"'; 
.. ·: .. ···' ·: -··~;: .. ' ~--,. ·: ·. ·. .. .o-. :- .··u :,s·~-· cai'is''£~r consultations .·in OECD. 'an'd. ·. . . .· -·:-

.. . . •. 

DEClASSlFIEO 

urges priority trc~t~ont for a steel sector 
negotiation in the MTN. 

E.O. 13526 {~s en~cn::,ic:d) SEC 3.3 
~Memo, 3/;;'..l • .;-i, ::..:::.;;; C...:pt G~ 
8y_ 4#:. NARA, O.._i.L!, {I ;;I.. 

• 



June 14 

mid-September 

• • • :~z,.. ,• ··.· .. . .. . 

·. "; .· .• ' .. : .. "".: 
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. . ·.· 
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-CONPJDBH'PIJ\L 

- 2 -

90 "legislative" day period for Congressional 
override begins. 

Statutory deadline for conclusion of agree
ments, or imposition of quotas by U.S. 

Approximate expiration of period for Congres
sional override. 
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THE WHITE HOUSE 

WASHINGTON 

March 10, 1976 

'MEETING WITH CONGRESSIONAL DELEGATES ON SPECIALTY STEEL 
March 11, 1976 

9:30 a.m. · 
Cabinet Room 

From: William F. Goro~ 

I. PURPOSE 

To allow concerned Members of Congress to· present 
their views in support of the U.S. International 
Tariff Commission (ITC), recommendation that five 
year quotas be placed on foreign specialty steel 
imports. 

II. BACKGROUND, PARTICIPANTS·, AND PRESS PLAN 

A. Background: Labor, management, and many Members 
of Congress are strongly united in support of 
maximum possible import relief and favor the ITC 
decision. A summary of the economic situation 
and your options are attached.at Tab A. 

The specialty steel industry has urged the U.S. 
Government for many years to grant protection 
against import competition. Such pressure in 1971 
led to negotiation of stainless steel subceilings 
under the steel voluntary restraint agreements (VRAs) 
with Japan and the European Community. Experience 
under those restraints indicates that Japan did not 
fill the levels allocated--probably due to high de
mand in other world markets--and that the EC pro
bably exceeded the levels provided for under the 
VRA. 

The domestic industry feels that it has followed the 
processes required by the Trade Act of 1974 and that 
foreign interests h~vc h~d an opportunity to make 
their case and"havc lost. The industry feels, 
the.!:cfoie, th~t it is entitled to relief. The 
principal objective of the industry appears to be 
a p~rmanent international arrangement safeguarding 
against disruptive imports. Given the depressed 
level of activity and hiqh levels of unemployment 
in the inuustry,· it is ~x~~~t~u Lh...1t a ue~is~un tu 

• 
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grant no relief would be likely to be overridden 
by Congress thus implementing the ITC's proposed 
quantitive restrictions. Those restrictions are 
deficient in several respects and would have 
adverse effects on prices to consumers and on 
international relations (with·Japan particularly). 

The import problem of the U.S. specialty steel 
industry is to some extent a result of foreign 
government and business practices quite different 
from those followed in the United States, which 
involve ownership, subsidies, and financing 
assistance. These practices reflect a philosophy 
of maintaining employment levels (and thus produc
tion levels) during a recession so that excess 
supplies flow into world markets at very competitive 
prices. In the United States, producers cut back 
production and employment levels during a recession 
and laid-off workers receive unemployment benefits. 

The variety of methods of support provided and the 
indirect and frequently temporary nature of such 
support, makes it extremely difficult for the domes
tic industry to pursue re~edies under other provisions 
of th~ Trade Act (such as the countervailing duty 
law). The time required for investigations under 
such provisions (e.g., normally one-year in counter
vail cases) also appears to be unreasonable in light 
of ITC's findings that the industry already has suf
fered injury due to increased imports. 

B. Participants: Attached at Tab B. 

C. Press Plan: White House Photo Opportunity. 

III. DISCUSSION POINTS 

A. Economic Outlook 

I am very pleased that all of you were able to come 
today and share your view on the specialty steel 
case with me. 

I am interested in your assessment of the outlook for 
specialty st-eel and otlwr industry in your dist.:.:icts 
and states as the economy.recovers. 

Is economic recovery likely to remove some of the 
problems which were at their height when ITC had the 
the case before it last year? 

• 
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B. Foreign Subsidies and Preference 

What are ~he factors that make~specialty steel so 
much more vulnerable to imports than some other 
products? What are the longer range implications 
for world trade and U.S. industry in terms of 
possible retaliations if we consistently seek 
import relief from products enjoying foreign 
government support? ' 

C. Impact on Trade Negotiations 

I am also interested in your view on how import 
relief may affect our overall trade relations and 
pending trade negotiations. Specifically, how 

.will we handle any retaliatory action from Japan 
and Eurorean producers if we grant the type of 
relief recommended by the ITC? Do you see any 
p~ospect of negotiating an acceptable orderly mar
keting agreement in lieu of quotas or tariffs? 

' 

• 



THE WHITE HOUSE 

WASHINGTON 

March 10, 1976 

MEMORANDUM FOR THE PRESIDENT 

FROM: WILLIAM F. GOROG 

SUBJECT: Summary of Specialty Steel Imports Case 

Economic Background 

Specialty steel imports total nearly $200 million, doubling in value 
since 1970. ·They represent 5 percent of U.S. steel imports by value 
and 1 percent in tonnage. The U.S. specialty steel industry com
prises 1. 5 percent of domestic sfeel- production. After doubling 
production and shipments since 1970, it experienced a 45 percent 
decline in 1975, irr part caused by the recession. Foreign imports 
rose slightly in 1975 over 1974. In 1975, about 8, 500 persons, or 
about 25 percent of the domestic work force, were laid of£. Nineteen 
companies, with 40 plants (one-hal£ in Pennsylvania) are affected. 

Action by the International Trade Commission (ITC) 

The ITC, in its first affirmative injury finding under the Trade Act 
of 1974, found serious injury and recommended imposition of 5-year 
quotas at about 1974 levels. You must announce your intention by 
March 16. If you choose any form of quotas, tariffs, or a combina
tion, they must be put into efiect by March 31. If you seek negotiation 
of orderly n1arketing agreements, or an alternative form of relief, 
they must be in effect by June 14. Within 90 working days after the 
effective date of relief. both Houses, by simple majority, may over
ride your action, in which case the ITC decision stands. There is no 
middh' ground. 

Prcsidc:\ti.:~l 0:)\~cms and RL•comtncndations of the Trade Policv 
Committee · 

The Trade Policy Con1mittee considered three option::>: 

• 
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(1) Deny relief on grounds of national economic interest and 
seek unilateral, voluntary restraint by foreign suppliers. 

(2) Impose import quotas for 1 or 2 years comparable, to 1975 
levels. 

(3) Announce, March 16: 

Intention to impose 3-year quotas. 

Initiative to seek orderly marketing agreements as a 
substitute for quotas. 

Intention to terminate import relief by quotas or orderly 
marketing agreement if there are improvements in the 
industry's economic position bc;tsed on advice from 
Secretaries of Labor and Commerce. 

The Trade Policy Committee recommends Option 3. The State 
Department suggests a fourth option involving Option 3 but without 
announcement of final decision on the form of import relief action 
until June 14. 

Considerations 

Congressional interest and pres sure is strongly in favor of the relief 
proposed by ITC and views this as a test of Executive conform=.nce to 
the spirit of the Trade Act of 197 4. S TR and the Trade Policy Com
mittee believe that Congressional override is likely if your decision 
varies significantly from the ITC' s. 

A major consideration, however, is the nature and extent of possible 
foreign retaliation or U.S. payment of compensation resulting from 
action granting import relief. This can be avoided by attetnpts to 
negotiate orderly marketing agrccn1ents. 

Timing is ilnportant. Tht.' objl'Ct of a Presid\.'ntlal announcement on 
:\~~,~- ... :, 1() shc,u1d b,, t.~ ~·t\·0;d ::-harp critici8n1 of a1lcc!l'd Admini::::tr,"ltion 
foot dr.:.gging \\'hlch might i~~ad to politically nwtivatcd rL'j~'ctiun oi 
your final decision. Also, a decision in advance of March 16 would 
p1.'rn1it consultations with affcctl'd foreign governnH'nts such as Japan 
and the European Conununity • 

• 



Tab B 

MEETING WITH CONGRESSIONAL DELEGATES ON SPECIALITY STEEL 

House Members 

John Ashbrook 
John Dent 
Hamilton Fish 
Joseph Gaydos 
Benjamin Gilman 
William Harsha 
\'1ayne Hays 
Frank Horton 
Norman Lent 
Robert McEwen 
Clarence t-Hller 
Donald Mitcnell 
Gary Myers 
Peter Peyser 
Ralph Regula 
Samuel Stratton • 
William Walsh 
John l~ydler 
Thomas Morgan 

Staff 

James H. Cannon 
Richard B. Cheney 
~1ax L. Friedersdorf 
William F. Gorog 
William T. Kendall 
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THE WHITE HOUSE 

WASHINGTON 

March 11, 1976 

MR PRESIDENT: 

Brent Scowcroft prepared an 
additional memorandum on the 
Specialty Steel Case. We staffed 
his memorandum to Messrs. 
Marsh, Friedersdor£, Morton and 

[
Seidman. Bill Gorog summarizes 
their comments in the attached 
·memorandum. 

Jim Connor 
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Tm: PPJ!i3IDEI1'.P BAS S!iEW ..... 
CONFIDEW:E'IAL 

THE WHITE HOUSE 

WASHINGTON 

March 11, 1976 

MEMORANDUM FOR THE PRESIDENT ~ 

FROM: WILLIAM F. GOROG~ 

SUBJECT: Specialty Steel Import Case 

I do not concur with the attached recommendation to 
avoid specifying the exact type of import relief if 
you decide to accept the Trade Policy Committee 
Option III (90 days negotiation for Orderly Marketing 
Agreement with quotas similar to ITC recommendation 
for three years if negotiations fail). 

I share Fred Dent's concern that this would have 
substantial risk of override. 

I also feel that our trading partners are mature enough 
to understand our position. The threat is evident whether 
we announce the type of relief initially_ or wait for 
90 days. They can be told that the alternative to our 
action would be an override and immediate quotas without 
opportunity for negotiations. 

Jack Marsh, Max Friedersdorf, and Rogers Morton concur. 
Their comments are attached for your review. 

Attachments 

--
•. 
; 

CONFTDEW'l'IAI:t .., . 
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MEMORANDUM 1426 

THE WHITE HOUSE 

WASHINGTON 

GOi>lPIDE:NTJ.AL- GDS 

FROM: 

THE PRESIDENT "t;:) 
BRENT SCOWCROFT ( , 

MEMORANDUM FOR: 

SUBJECT: Specialty Steel Import Case 

In my memorandum of March 3 (Tab B), I proposed a modification of 
Fred Dent's preferred option (Option Ill) for dealing with the specialty 
steel import case. I supported Fred on the need to negotiate Orderly 
Marketing Agreements (OMA) with our trading partners. I suggested, 
however, that in the initial announcement of your response to the ITC 
finding you not specify the exact type of import relief you would adopt 
should the OMA negotiations fail. This would preserve your flexibility 
and avoid forcing our partners to negotiate under threat. 

This option (summarized in State's memorandum at Tab A) was discussed 
at an EPB/NSC meeting on March 8. It is now supported by Treasury 
(Dixon), CEA (MacAvoy), OMB (O'Neill), and State (Ingersoll). I have 
not been able to reach Elliott Richardson or Jim Baker at Commerce, 
although Baker, as well as Bill Usery, supported Dent's Option III at 
the EPB/NSC meeting. 

Fred Dent believes that while my suggested alternative would be an 
improvement over Options I and II in his memorandum, it carries a 
substantial risk of override and could thus result in imposition of the 
ITC's recommended quotas for five years. He points out that the specialty 
steel people have served notice of their intention to press for a Congres
sional override unless they are satisfied with your announcement. 

I fully recognize the risk of override should the specialty steel industry 
persuade the Congress that your response to the ITC decision is 
unsatisfactory. You can, however, assure the industry that by not 
specifying the exact type of import relief you would adopt should these 
negotiations fail, you would have the best chance of negotiating a 
favorable OMA. Forcing our trading partners to negotiation under 
duress would impair our ability to achieve an acceptable agree~ nt. 

cef>iFUli:~TT!Af:.. -GDS 

~ S/llltt 
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GGNli'IDlb:WTJi\L GDS 2 

You can also assure the industry that you will consult with them 
throughout the negotiations, and that you will act firmly if you cannot 
negotiate a favorable agreement. 

RECOMMENDATION 

That in your announcement responding to the ITC decision you state 
your intention: 

--to seek Orderly Marketing Agreements on specialty steel 
within the next 90 days; and 

--to provide import relief for the US specialty steel industry 
should these negotiations fail, but not specify in advance the type of 
import relief you would adopt in case of failure. 

GONFIDEl~TIA L - GDS 
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THE WHITE HOUSE 

WASHINGTON 

March 11, 1976 

MEMORANDUM TO THE PRESIDENT 

FROM ROGERS C. B. MORTON 'J2(!.~A1 
SUBJECT SPECIALTY STEEL IMPORT CASE 

Although I appreciate State's position and the interests of 
those who now have shifted their support to State in trying 
to avoid announcement of quotas in your decision, I 
believe that route will end in a Congressional override. 
Your ability to avoid that override is minimal at best, 
so it is my strong feeling that unless the original 
option 3 by Fred Dent is chosen, we will end up with 
the five year quota situation. To assume that those 
with whom we will be negotiating will be more willing 
to negotiate in the absence of any quota language when 
they know full well the five year quota option hangs over 
their heads, is not being very realistic . 

• 
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i 
I DEPARTMENT OF STATE 

Wt.,hlnrto·n, D.C. 20520 I 

MEMORANDUM FOR MR. BRENT SCOWCROFT 
T~ l'lHITE HOUSE 

Subjects Specialty Steel 

. ·. 

• 

At the Monday, March 8 EPB/NSC meeting you 
asked the Department of State to set out in writing 
its views concerning a further alternative for 
handling the specialty steel issue. That alterna
tive, which in essence is a modification of the 
"orderly marketing agreement~ approach suggested by 
Ambassador Dent, is as follows: 

-- On !-1arch 16, the President would 
announce his intention to provide 
import relief for the u.s. specialty 
steel industry. 

He would state :that, in accordance 
with the provisions of the Trade Act, 
the United States Government would 
seek during. the follo\'ling 90 days to 
negotiate orderly marketing agreements 
without specifying in advance the 
content or the duration of these 
agreements. 

There would be no advance proclama
tion of quotas or any other specific 
indication of the import relief he 
would adopt should these negotiations 
fail. 

-- In order to reduce the risk of a 
damaging trade war, we would have 
prior consultations with ~ur major 
trading partners. 

DECLASSIFIED 
E.C. 122.56, Sec. 3.4 

JJi.. ~J-q/j f 13 "Wdo £k. I{? /'13 
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I believe this approach would provide the 
President with additional time and flexibility in 
which to develop a managed solution to the steel 

.. ~roblem. It would avoid locking him into a t!gid 
course of action. It also eliminates the element 
of duress arising from an advance proclamation of 
the quotas which will be imposed unless agreements . 

are reached. ~ .·1tfff ~ 
l Ge~rL!Lngsteen .. 

Exec':ltive ... Secretary 

, 

I . 

• 

. · .. ·. ·. ·1. 
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TilE \\'IIITE IIOllSE 

.TAMES CONNOH. 

FH01\f: Bn. ENT SCO\\rCROFT 

SUBJECT: Spec:i;tHy Steel Irnpo1·t Case 

I concur with Fred Dcrl.t1 s rcco1n~11cn<.Jation to the Pre sidcnt on the 
spcci<1lty f>lccl in1~)oJ•t case, S\lhjcct to one in1po.t·tant reservation. I 
strongly urge that the President's nnnounccnlent he n1odifiecl to take 
into account n1y concern that we not ~mneccf:;sarily lirn~.t the President.' s 
fl.c:xibiJHy and com-plicate our t1egotiation s by con1Tnl U.ing our sclve s to 
-specific actions if we are \mablc to reach satisfactory Orderly M.n·ke:Ung 
Agr een-.cnts. · 

Option 3, as currently fran1ed, reco111n1cnds that the President: 

Procla1rn im:)ortant quotas, effective in 90 clays, for a period of 
three years; 

-- State that he will seck to negotiate Ordc;r}y !\·iarketing An·n.ngc.:n'1(!nts 
during the 90 -clay period; and 

Note that he can reduce or tcrn.1inate the quotas if the eccntOlDic 
position of the don1cstic inrlustry irnproves. 

I \lrge that the Prcsiclcnt instead: 

Announc(! hi:; intention to s0.ek Orderly M1rl;:cUng Agreen1cnts \vith 
exporting counh:ics over a 90-day period; and 

State finn1y that in the <lbscncc of a ~;atisf8ctory agrccn-.(~nt: he will 
provide im1)ort relief at the end of !:hat l)eriocl. 

The diffl~rencc is that by not <~nnouncing in aclv:::.ncc specifically wl1at hnport 
relief he would provide, the President wo\1lcl: 

H.cml)\'C the c]c•Jn<~nt of rhn·e::;s wh·ich f;pcdfic tht·cats wcnlld bl'ing 
to the negP!iat'ionr. yc;t p\lt the cxpol'!in~~ nation!; on notjcc th~1l we 
will {;t],l' l'Orrcc:tivc 111(·asurl'S if no agrcen1l~l1l i::> reached, 

lvLiinL\in thrl1ttgh tl1e pc~rioll of the llC'goli;tl)or~~; hir; flcxibiJily :ts to 
fonn of l'Piief, 

---a• -w•-•• ~-- .o. ·--·--·•••"'·'- ~ •• 

• 



'l;'he thi)·cl dvmcnl" o! I~'J·erl Dent'~; rcconJnwndaticm, 1.bat the President 
announce th<t.i the remedy could be l'ccluced ur 1..:• nnina b•tl de pc·ndillg upc)n 
devclupl!ivllt~;, would b;.~ included in~ r>rc::oidclltial ~;l<ti.cJn<:ni announcing i 

the imJ,)CJ~dtion o! quutas sboulcl ncgul iations f~til. i 

I rea.liz.e 11nt this moc1iflccl option n1ay not be: tl:-; saUsfactory to tlte steel 
indu!;try and to the Congress as wou.ld the oJ"igjnaJ. Jt is vital to our 
relation~ \':ith our indu::.d:riali~ec.l allies, however, that we Jna)nt;•.in the 
spirit of consult;::iinn which we have so carcful)y nurluJ·cd, and I think 

I 

we can nJal:e a strong c1c:fcnse of 1ny rccon1nJC1dation to Congrc·~;s and 
the induf,try. /\ssurning the Prcrjident would \vish hjs il.dvisors to speak 
to the steel jndu~;trics, an effective argument could be n1aclc to thc~nl that 
the President: 

. - ....... ~ .,_ ............. ~ . 

wn.s indeed firmly committed to irnpose significant remedies if 
satisfactory OMAs coulcl not be reached; and 

was not askin_; the industry to con>n1it ih;clf in advance, since 
Congress would still have the opportunity to override if the OMAs 
or quotas were not satisfactory . 

• ... ···~ ................. , ------ ... 4 •• ~ ......... _,. .... __., .. ,, ....... , .... ,., ..... _ .... _.,, ..................................... ~ ... -- ... 
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THE WHITE HOUSE 

ACTION ~IE~10RANDCM WASIII;-;GTON LOG NO.: 

Date: March 15, 1976 Time: 

FOR ACTION: cc (for information): 

Robert T. Hartmann 

FROM THE STAFF SECRETARY 

DUE: Date: 

SUBJECT: 

Ur.rrnediate Turnaround Time: 

An1bassador Frederick.IN. Dent's memorandum 
of March 1, 1976 re: Recommended Action on 
Specialty Steel 

ACTION REQUESTED: 

-- For Necessary Action For Your Recommendations 

--·Prepare Agenda and Brief Draft Reply 

~ _ For Your Comments __ Draft Remarks 

REMARKS: 

The President has made his decision on the Specialty 
Steel Case --- Option lli the necessary papers 
must be prepared immediately as this action must be 
taken tomorrow. 

We would appreciate your staff checking the 
attached documents before they are prepared in 
final form for the President's signature. 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
dela.y in submitting the required material, please 
telephone the Staff Sacretary immediately. 

• 

James E. Connor 
For the President 



-------------

THE WHITE HOUSE 

ACTION ~vlEMORANDUM WAS!IINGTON LOG NO.: 

Date: March 2, 1976 Time: 

FOR ACTION: cc (for information): 
V!-ACK MARSH 
~HILBUCHEN 
\.? IM CANNON 
V"ROG MORTON 

FROM THE STAFF SECRETARY 

DUE: Date: Wednesday, March 3, 1976 

SUBJECT: 

Time: 11:00 AM 

DENT MEMO 3/1 re STEEL DECISION MEMO 

ACTION REQUESTED: 

__ For Necessary Action X __ For Your Recommendations 

--Prepare Agenda and Brief --Draft Reply 

_:x:___ For Your Comments -- Draft Remarks 

REMARKS: 

Fred Dent has asked for expeditious review by staff to put this 
issue before the President as soon as possible. Seidman (Gorog) 
concurs in recommended option and also requests expeditious review 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the required m.aterial, please T? R COLE JR 

~~fi=·~4=·~~~·~~·----~ 
telepho:r<·3 the Staff Secrci:ary immediately. JAMES E. CONNOR 

• 



TRUDY: 

JIM says Gorog should staff this (he 

wasn't here when it came (8:20)-- to 

Morton, Marsh and Friedersdor£ --with 

2 Hour turn around. I made copies 

but didn't do our staffing memo since 

he said Gorog should be the one to get 

the comments. 

I' h* (~ ~ k,!tL) 

• 

E. 
8:30 

3/10 



THE WHITE HOUSE 

WASH I NGTON 

March ll, 1976 

MEMORANDUM FOR: JIM CONNOR 

FROM: 

SUBJECT: 

I have reviewed the attached but not desire to change my 
original position. eJ..LL.L 
Many thanks. 

• 



THE WHITE IIOL;SE 

WASHINGTON 

C~HiPIDEf'4''FIA L - GDS 

FROM: 

THE PRESIDENT -=*(;) 
BRENT SCOWCRQFT I 

MEMORANDUM FOR: 

SUBJECT: Specialty Steel Import Case 

In my memorandum of March 3 (Tab B), I proposed a modification of 
Fred Dent's preferred option (Option III) for dealing with the specialty 
steel import case. I supported Fred on the need to negotiate Orderly 
Marketing Agreements (OMA) with our trading partners. I suggested, 
however, that in the initial announcement of your response to the ITC 
finding you not specify the exact type of import relief you would adopt 
should the OMA negotiations fail. This would preserve your flexibility 
and avoid forcing our partners to negotiate under threat. 

This option (summarized in State's memorandum at Tab A) was discussed 
at an EPB/NSC meeting on March 8": It is now supported by Treasury 
(Dixon), CEA {MacAvoy), OMB (O'Neill), and State (Ingersoll). I have 
not been able to reach Elliott Richardson or Jim Baker at Commerce, 
although Baker, as well as Bill Usery, supported Dent's Option III at 
the EPB/NSC meeting. 

Fred Dent believes that while my suggested alternative would be an 
improvement over Options I and II in his memorandum, it carries a 
substantial risk of override and could thus result in imposition of the 
ITC's recommended quotas for five years. He points out that the specialty 
steel people have served notice of their intention to press for a Congres
sional override unless they are satisfied with your announcement. 

I fully recognize the risk of override should the specialty steel industry 
persuade the Congress that your response to the ITC decision is 
unsatisfactory. You can, however, assure the industry that by not 
specifying the exact type of import relief you would adopt should these 
negotiations fail, you would have the best chance of negotiating a 
favorable OMA. Forcing our trading partners to negotiation under 
duress would impair our ability to achieve ari acceptable agreerre nt. 

eONFIDEl>iTlA L- GDS 
Ri ,,,,~i 
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You can also assure the industry th::~.t you will consult with thern 
throughout the negotiations, and that you vvill act firmly if you cannot 
negotiate a favorable agreement. 

RECOMMENDATION 

That in your announcement responding to the ITC decision you state 
your intention: 

--to seek Orderly Marketing Agree.ments on specialty steel 
within the next 90 days; and 

--to provide import relief for the US specialty steel industry 
should these negotiations fail, but not specify in advance the type of 
import relief you would adopt in case of failure • 

• 
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PEPA RTM ENT OF' STATE 
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I 
'· CONFICE~~IAL .. ! 

• 

MEl10RAUDUM FOR MR. BRENT SCm·;CROFT 
THE NHITE HOUSE 

Subject~ Specialty Steel 

At the Honday, Harch 8 EPB/NSC oeeting you 
asked the Depart~ent of State to set out in writir.g 
its views concerning a further alternative for 
handling the specialty steel i~sue~ That alterna
tive, which in essence is ~ ~edification of the 
"orderly marketing agreernentp approach suggested by 
.~~assador Dent, is as follows: 

-- On ~1arch 16, the President would 
announce his intention to provide 

·import relief for the u.s. specialty 
steel industry. 

-- He would state :that, in accordance 
with the provisions of the Trade Act, 
the United States Government would 
seek during the follm.;ing 90 days to 
negotiate orderly marketing agreements 
without specifying in advance the 
conte11t or the duration of these 
agreements. 

There would be no advance proclama
tion of quotas or any other specific 
indication of the import relief he 
would adopt should these negotiations 
fail. 

-- In order to reduce the risk of a 
damaging trnae wa.r, we ... ,ould have 
prior consultations with our major 

I 

trading partners. 

DECLASSIFIED CO~FltHC~TI."::, 

GOS . . --.--. 2-.3 

I . 

• 

'· . 
. . ~ . 

.I 

• 
... . 

I 
I • 

. I 
I 

. ! 



'.· . i 

·-e<;mFIDBtJTih:U i 
i. 
; ' 

I believe this approich would provide the 
President Hit:h addi tionZJ.l tirf'!e and f:lex.ibili ty in 
which to develop a managed solution to the steel 
?roblem. It would avoid locking him into a tigid 
course of action. It also eliminates the element 
of duress arising from an advance procla~ation of 
the quotas which will be imposed unless agreements . 

are reached. k' 11 . : ' J« « j/. ;lta1 h~ 
1 Ge~{e S 1. ~rings teen 

~xecutive~Secretary 
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T ll E \\'Ill T F. I J 0 l; ~; 1·: 

.T h M ES CCYNi'\ Ol\ 

Bl~ EN T ~:)CO\',' en. OFT 

SUJ:J LC:T: 

J concm· witl~ F1'cn Dc,-,t' s rccOlTJ;YJencb.li.on to tl1c~ Prcfiidcnt on t.Lc 
r;pcci;~lly ~-.!eel iJYJ~)<J1'L case, rnl1>,icct t:o one in1podant reservation. I 
f;iront~ly ur;~e !hat i!w F>r~;~:idc~n!:'s 2m1ounccn;):211l: be nwr11fic:cl to Ud~c 
jnio <tcco·,;nt 111y concern tl1<ll: we; not ~mneCC!~.'~:;;:nily lirn~.t H:c Prc:;ich:nt' s 

flc:--;ihili!~' ;;,ncJ ccn1!;];catc our nc:~otizdion::; by con1n1:U.ing Ol.Hsc]v~:s t·o 
·f>pccific :tcLions if we <n·c tmablc to rcac11 sztt1sf<tctory Orderly J\Ltrhcting 

Agr C'Cl J'.cnts. 

Option 3, as C\Hrcntly frarncd, rccornrncncl~ l11at the President: 

Proclaim hn:x)rtant qtwtils, c:ffectiYc in 90 c1ilys, for a period of 

Note tl1al: ];c c2n reduce or tern-::inafc tl::e quotas if t11c cco>tOH1~c 

position of Llw clorncstic in(1ustry in1j)l'OVcf;, 

I \lrgc that the Prc·sic1cnt instead: 

Announce~ hi:; intenHon to SC'ck Orclerly J\1:u1;.cting Agrecn1Ci1b; with 
exporting counh:ics over a 90-cb.y pcdod; and 

Stelle firn1})' tktt in the :~bsc:ncc of i'-\ ~:Z1ti~dc1ctory agrccn1c~nt Lc wiJl 
pro\·idt~ imporl rcli cf ;t(: the end of that })criorl. 

The d·ifft'l'Cl)('(' L;; tki.t by not 81ll101.1l1cing in <tclvr:.ncc qwcific:<1lly \\'ll::t.l in1port 

relief l1c wP\!ld provide, the P1·c~;idcnt wot1lcl: 

Hcl11l)\'(• t1w c1cll1t~nt: of duJ'f>f;r;; wh·ich ~:pccific thrC'ats woulll hring 
{O the })(',!~P!i:t!·ion:. yet put t}}l~ e:-:pol'(iJ~~~ nation!; 0!1 nolicc {]);1{ \\'C 

will {;t~'l' C(>l'l'(~clivc nh·ar~un.'s 1 f no agrc(~l11l~l1t i:; rc<tclwc1. 

JvL-linLdn tlll'\)\l•'h llH~ period of the ncgofi:i.lion.~; hir; n~·xil,ilily ;1!3 In 
fn1T1l t)t' rclit·f.'' 

--·---···--·-------.... -- ··--·--····· .. ··-
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·•J;'hr:: 1hinl clvJncn! ()[Freel Dent':; rccOJ1JlJH'lld:dicn"t,· tJ,dt the Pn·:;ir.h:~1t 

a n n 01.1 n '·: c t J," t t h c rc · 11 w c1 y co u J d 1 h • r c d 11 c c d u r 1 •-' n1 1 i n;' t '· d de j J c· 11 d i 1 1 f ~ u p r 1 n 
dc\'l:1•;p:JJ•.·l,:~;, wotllc1 L.~ includE·d in a Pr<·~;iclcJJt.i;JJ !;(;:i.cJncnt Zllllluu:Jcil1(.~ 

I 

I rc;1.lii'.C 1lut tl1i~; moc'ificd optioll n10Y not l>c ;:s S<li)~;(;lc:iury 1.o il1c~ !;i(:c.:J 

iw1u~;1ry :1J;r_; to !he Cc>JJgn:s.s <u_; wcn;1d the urig)n;:J, Jt is vital to CJ\.11' 

rcbiiuns v:~!h Cl\.ll' indt~:,;J.riali:~cd <tllic::;, ho\'.·cvcj·, tl!<IL we Jna:inL•.i11 ihc 
spirit of co:1!;tdL;Uun w];icb we h~tvc r;o carc[uJJ.y nurtu1·c·d, ancl 1 (]Jjn);. 

we can llJi!.l:c: a stron~·. ckft.:nsc of 1ny rt.~co:rJJTlcJd:dion to Congrc·~;s and 

ihc in.:l~J.',tr:>'• JI.~:S\WJi:'1g the Prc-r;ic1ent worllrl wi~~h hjs c:.dvisors to speak 
to the f:f:ccl indu~;trics, an effective ;J.J"[~tH1!cnt coulcl Lc 1nadc io then1 t!J;::d: 
the Prc~;ic1vni:: 

. .. ·-~ ~- . .. . .. 

W<L~~ inclcC:Cl firn1ly con1miHcd to irnposc. significant rcn1eclics if 

satisfaclo1·y 0\L\~; couJd nut be rca.cbccl; and 

was not asbJ::_.~ tbc induc;try to conlrnjt iU_;cJf J.n <"cuv;{nce, su1cc 

Congrcf;s wouJd sti.Jl kcvc the opportunity to ovcrdclc if the 0?.,,1/:.s 
or <}Hoi:;;~; were not s2..tis:f.:tc:tory • 

·-···- ................. ~., ..... ----- ... -- .. ~·h- ......... ___________ _ 
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TO: 

0 RETURNED YOUR CALL 

----
RECEIVED BY 

STANDAR!) FORM 
REVISED AUGUST 1967 
GSA FPr.IR (41 CFR) 101-11.6 

• 

0 IS W.AITING TO SEE YOU 

0 WISHES AN A.PPOINTMENT 



THE WHITE HOUSE 

WASHINGTON 

March 8, 1976 

MEMORANDUM FOR JIM CONNOR 

FROM: BILL GOROG~ 
SUBJECT: Stee 1 Time tab 1 e 

The attached should be added to STR Specialty Steel File for 
the President. 

Attachment 
Confidential Attachment 

• 



THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

WASHINGTON 

CONFI~TIAL ATTACK~NT 

MEMORANDUM FOR THE HONORABLE WI~IAM 

FROM Frederick B. Dent ~:'!;;~ 

SUBJECT: Steel Timetable 

March 8, 1976 

F. GOROG 

In response to your request, attached is an outline 

of the important dates facing the President in the specialty 

steel case. 

COUFIDENTIAL ATTACHMENT 

• 



THE WHITE HOUSE 

WASHINGTON 

March 5, 1976 

MEMORANDUM FOR: JIM 

FROM: JIM CA 

1. I support Option III as the least objectionable. 

2. Please note that we received this late and as an 
incomplete package. 

Attachments 

• 



MEMORANDUM FOR: 

THROUGH: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

March 4, 1976 

JIM 

JIM 

Specialty Steel 
Import Case 

Based on the information available, I would recommend 
option III as the least objectionable alternative, given 
the apparent economic and political realities of the 
situation. 

It is troubling to note, however, that Attachment D -
"Specialty Steel Case Background" indicates that "the 
specialty steel industry is suffering to a large extent 
from the domestic recession." Thus, it appears that 
the industry suffers primarily from cyclicality, not 
imports. This certainly throws into substantial question 
the USITC finding that the industry was seriously injured 
substantially due to increased imports . 
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---------· ---- ·--- -------------- -------------
DUE: Dctte: Wednesday, March 3, 1976 Th-n8: 11:00 AM 

r.m:sr.scT: 
DENT MEMO 3/1 re STEEL DECISION MEMO 

L;CTION REQUESTED; 

---·---· For N-.::-ce:::3a.ry Ad.io:::-t 

Prepare . .1i,Gcnda ancJ. Brief . ---- Draft Heply 

-X- For Your Cornn:.c:nts 

Fred Dent has· asked for expeditious review by staff to put this 
issue before the President as soon as possible. Seidn"lan (Gorog) 
concurs in recommended option and also requests expeditious review 

by staff. 

PLE/1SE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

]{ ) ... ,Ju ~hc1\··~ n~v Pnc~·;i:io!'lS o~ if or:o-oll an+ic~~~J~tt"'>. n .. l. ... f" ~· ... 1-·--l"-' 

Q-c.~r''<T ; c-1· 1_ ..... ~!1~~-- ·• J,:;. ,.. - ! .... • • J 1 
·-~-·J; .tr1 ._. .t.D ... J.I..LLt ... .l.~Sr i..l\S £-:::t.~U.J:·C'-'>..1 n1cr~tiU , ~J.0CSe 

i2l·::-r·h.cn;::; t>.c Stc._~f. ::-: .~Cr(~lar}r i::r .. I~lt:dial2ly. 
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James E. Connor 
!: or t11.c .l:'resldent 



h. ~0 
v~~ ATTACHHENTS 

A. USITC Reco~mended Remedy 

!3. Trade Policy Committee Ne:wbership 

C. Steel Sector Negotiations 

D. Specialty Steel Case Background 

E. Draft Press Release 

F. Draft Federal Register Notic~ 

G. Notification letters to the Congress 

H. Adjustment Assistance Directive to the 
Secretary of Labor 

/ 

.· 
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I. 

II. 

III. 

.. ---·-· 

OUTLINE OF SPECIALTY STEEL PAPER 

Problem 

Recommendations 

Discussion 

A. 

B. 

Background 

1. ITC Report 

2. Products.and Their Uses 

3. U.S. Tariffs 

4. Import Trends and Sources 

5. Import Penetration 

6. Geographic Concentration of Imports 

7. Domestic Producers 

8. Production, Shipments and Exports 

·g. Employment 

10. Capacity~Inves 

11. Outlook a!1d Lo: 

Domestic Considera· 

1. Adjustment Ass: 

2. P.dj ustment Jl,ss: 

3. Effectiveness ( 

4. Effect of ReliE 

5. Costs to Emplo~ 

6 . National Securi 

7. u.s. Industry c 
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THE WHITE HOUSE 

WASHINGTON 

Paul Leach -

This is our only copy of this 
material. It must be returned 
after it has been reviewed. 

Trudy Fry 

·~·/4/76 
A. fOilo ' ,.. ~ \ 

f q ~' 

''\ j!. 
~s ~/ 

.....--' 

I 
I 

i 



'175 dcu/ d/ :1~ 
LOG NO.: 

THE WHITE HOUS,E. 
•v, _, i' 

ACTION MEMORANDUM WASHINGTON 

Date: March 2, 1976 

FOR ACTION: / 
JACK MARSH/ 
PHIL BUCHEN 

I} -()0 
..... {}rh 

Time: 

cc (for information): 

MAX FRIEDERSDORF 

JIM CANNON 
ROG MORTON 
FROM THE STAFF SECRETARY 

DUE: Date: Wednesday, March 3, 1976 Time: 11:00 AM 

SUBJECT: 

DENT MEMO 3/1 re STEEL DECISION MEMO 

ACTION REQUESTED: 

___ For Necessary Action :x___ For Your Recommendations 

--- Prepare Agenda and Brie£ __ Draft Reply 

-X-- For Your Comments ___ Draft Remarks 

REMARKS: 

Fred Dent has asked for expeditious review by staff to put this 
issue before the President as soon as possible. Seidman (Gorog) 
concurs in recommended option and also requests expeditious review 

by staff. 

PLEASE ATTACH THIS COPY TO MATERIAL SUB 

I£ you have any questions or if you anticipate a 
delay in submitting the required material, please James E. Connor 
telephone the Staff Secretary immediately. J: or the .t'res1CI.ent 
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THE WHITE IIOCSE 

LOG NO.: 

Du~;:;: March 2, I976 ,..,. 
l1r.:1e: 

rn-o AC'l"TO"r · (" . £ t' ) 
~~~~ ~:fJ:N / cc <o< m o<mo •on : 

JIM CANNON 
ROG MORTON 
FROM '2.'HE STAFF SECRETARY 

DHF._,: Date·. Wednesday, March 3, I976 T' II 00 AM _ 1me: : 

SUBJECT: 

DENT MEMO 3/ I re STEEL DECISION MEMO 

ACTION REQUESTED: 

--- For Necessary lktion X ____ For Your Recommendations 

___ Prepare Agenda and Brie£ -----Draft Reply 

-X--- For Your Comments _______ Draft Remarks 

REMARKS: 

Fred Dent has asked for expeditious review by staff to put this 
issue before the President as soon as possible. Seidman (Gorog) 
concurs in recommended option and also requests expeditious review 

by staff. 

Support recommended option. 

Ken Lazarus 3/3/76 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitt:.ng the raqui~:ed mc.terial, please 
tehphone the Staff E:~'?cre!.ary- inunediately. 

• 

James E. Connor 
.t or tlle !"resident 



THE WHITE HOUSE 

WASHINGTON 

March 3, 1976 

FROM: 

JAMES E. CONNOR 

MAX FRIEDERSDORF""' p 1 

MEMORANDUM FOR: 

SUBJECT: DENT MEMO 3/1 re Steel Decision Memo 

The Office of Legislative Affairs concurs with Dent's recommendation. 
We have received a request for a meeting with the President by a number 
of Congressmen and Senators from Ohio, Pennsylvania, New York and 
W.Va. (see attached), 

• 



.18TH DISTil'ICT, OHIO 

2254 RAYBURN HOUSE OFFICE: BLDG. 

\VASHINGTON, D.C. Z0515 

PRESIDENT 

NORTH ATl .. A.NTIC ASSEMI!ILV 

WAYNE L. HAYS 

COM M ITTE:ES 

CHAIA'"-4AN 

HOUSE ADMINISTRATION 

INTERNATIONAL RELATIONS 

CHAIRMAN 

Sua-CoMMITTEE ON 
INTERNATIONAL. 0f'ErtATiONS 

CH.I\IRMAH 

JOINT COMMITTEE ON PRINTING 

CONGRESS OF THE UNITED STATES 
HOUSE OF REPRESENTATIVES 

Mr. Max L. Friedersdorf 
Assistant to the President 
The White House 
Washington, D. C. 20500 

Dear Max: 

February 24, 1976 

The following are those who have definitely 
expressed interest in attending a meeting with the 
President to discuss specialty steel import quotas: 

Robert Taft, Jr. - Ohio 
Wayne L. Hays - Ohio 
Clarence Miller - Ohio 
John Heintz - Pennsylvania 
John Dent - Pennsylvania 
Sam Stratton - New York 
Don Mitchell - New York 
James Buckley - New York 
Jennings Randolph - West Virginia 
Gary Myers - Pennsylvania 
John Ashbrook - Ohio 
William H. Harsha - Ohio 
Joseph M. Gaydos - Pennsylvania 

With kind regards, I am 

Very sincerely yours, 

WLH: sm 

• 



THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

WASHINGTON 

MEMORANDUM FOR THE HONORABLE ~:L\I.AMAM,F. GOROG 

FROM Frederick B. Dent ~~ 

SUBJECT: Steel Case Decision Memorandum 

Paul MacAvoy called and asked that CEA be associated 
with Option II, as this would avoid CEA having to prepare 
a separate memorandum to the President on this subject. 
We told him that we would see what we could do. 

If it is possible could you have the attached substitute 
page 2 of the decision memorandum substituted in the package 
sent to you yesterday. It reflects CEA's position . 

• 



THE WHITE HOUSE 

WASHINGTON 

March 3, 1976 

MEMORANDUM FOR DR. JAMES CONNOR ~j' 

FROM: WILLIAM F. GOROG ~-
SUBJECT: Steel Case Decision Memorandum 

Attached is a substitute Page 2 for the Decision Memorandum 
reflecting CEA's position. 

STR has requested that the Memorandum be revised to include 
this omission. 

Attachment 

• 



- 2 -

I am setting forth below for your decision the options 
recommended by one or more agencies that participate in the 
Trade Policy Committee (see Attachment B for list of members) 
at a meeting held on February 27, 1976. This committee has 
the statutory responsibility to make recommendations to you on 
import relief actions that you may take. No agency recommended 
that you impose the USITC's suggested remedy of quotas for five 
years. 

OPTION I: Deny relief on grounds of national economic 
interest, and seek Unilatera, voluntary 
restraint on the ~~rt of foreign suppliers. 

/ 
This option is proposed by the State Department. It is strongly 
opposed by the Justice Department. While this option may have 
the least impact on internatiocyal trade relations, it is the 
consensus of the Trade Policy tommittee that it will be over
ridden by the Congress, causipg the imposition of the USITC's 
five years of relief. ' 

// 
OPTION I: Approve Disapprove --------- ---------

/ 
OPTION II. Imposert~port quotas for basically two years, 

compar/'le to the overall level reached in 1975. 

The State Department rrcommends that, if Option I is not accepted, 
relief be provided fo~ one year, with an automatic extension for 
a second year if con~tions in the industry have not improved, 
and with a possible third year of relief provided, if it is 
determined at that fime that conditions still have not improved. 
(Under the Trade Act, the President does have the authority, 
after seeking USITC advice, to extend relief for a maximum of 
an additional three years beyond the relief initially provided.) 
This option is ptoposed in view of the cyclical nature of the 
problem faced by the industry, and the impact on our international 
economic relations of a longer period of relief. The consensus 
of the other agencies is that while relief is warranted only for 
less than five years, there is an unacceptably high risk that 
limiting relief to a much shorter and indefinite period would be 
overridden ~y the Congress, resulting in mandatory imposition of 
the USITC qUota relief for five years. 

;· OPTION II: 

DeClASSIFIED 
E.O. 13e26 (::~ :-mondad) SEC 3 .. 3 

N8C ~..Of0<>. S!.r;te Dept Gu~ .. • 
ly ~ NAAA. o.te_<f L /I II ;z. __ 

• 

A prove ________ _ Disapprove ---------

CQPiFIDEM'f'IAI. 
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THE WHITE HOUSE 

WASHINGTON 

Jana called. Morton strongly 
supports Option3 of the steel 
support memo. 

3/3/76 
10:20 

THE WHITE HOUSE 

WASHINGTON 

Bob Linder -

The attached package is presently in staffing. 

I thought you might want to review since it 

involves possible letters to the Hill, etc. that 

you will be involved in. 

• 

Trudy Fry 
3/3/76 

\ 



OFFICE OF THE SPECIAL REPRESENTATIVE 
FOR TRADE NEGOTIATIONS 

WASHINGTON 

March 2, 1976 

Mr. Gorog: 

Attached is the original plus one 
copy of Attachment B for substi
tution in the Specialty Steel 
paper. 

• 

.11 

C) (, / ,, ~.t~· :'"', 

AI'an Wrn. Wolff 
General Counsel 



Trade Policy Committee 

The Trade Policy Committee is established 
of the Trade Expansion Act of 1962, as amende . 
is designated by Executive Order 11846 of Ma ch 
members are: 

(1) The Special Representative, 
(2) The Secretary of State 
(3) The Secretary of the Treasu 
(4) The Secretary of Defense 
(5) The Attorney General 
(6) The Secretary of the Int rior 
(7) The Secretary of Agricu ture 
(8) The Secretary of Comme ce 
(9) The Secretary of Labo 

ATTACHMENT B 

y Section 242 
Its membership 

27, 1975. These 

(10) The Assistant to the President for Economic Affairs. 

Pursuant to the Trade 
mittee is required to make 
to what action, if any, h 
to import relief submitt 
Trade Commission. 

• 

xpansion Act the Trade Policy Com
recommendations to the President as 
should take on reports with respect 
to him by the u.s. International 



THE WHITE HOUSE 

WASHINGTON 

March 2, 1976 

MEMORANDUM FOR RICHARD CHENEY Air 
FROM: WILLIAM F. GOROG~-

SUBJECT: Steel Decision Memorandum 

We have just received a recommendation on the ITC 
specialty steel case from STR with a Presidential 
option paper outlining the position of the Trade 
Policy Committee. 

Since the Committee position represents the views of 
STR, State, Treasury, Defense, the Attorney General, 
Interior, Agriculture, Commerce, Labor, CEA, OMB, 
and the Assistant to the President for Economic 
Affairs, I would suggest limited additional staffing 
to include Messrs. Marsh, Buchen, Cannon, and Morton. 

---------~...... . 

I feel that the recommended option is excellent. It 
should 

1. Satisfy the industry and labor (Bill Usery con
curs); 

2. It provides the alternative of establishing orderly 
marketing arrangements; 

3. It provides an "out" in event that U.S. industry re
covers faster than the three year period. This should 
relieve the fears of our trading partners. 

Fred Dent has asked for expeditious review by staff to 
put this issue before the President as soon as possible. 

Attachment 

DECLASSIFIED 
E. 0. :2958 Sec. 3.6 

JWfl.. q~-~,_~se; Nsc. 0 iJ.<J rVY</q~ 

By .. L!.l_ -~,NAFlA, Daie ~I 1 LfJ. Z -rv-- • 
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THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

WASHINGTON 

CONFIBEN':PIAL 

1 MAR 1976 

MEMORANDUM FOR THE HONORABL~~~. FF .• G G:;<ROG 

FROM Frederick B. Dent ~ 1~\/~, -

SUBJECT: Steel Decision Memorandum 

Attached is a decision memorandum for the President 
on the specialty steel import case reflecting the Trade 
Policy Committee meeting on February 27. 

If the President makes his decision this week, it 
would enable us to consult with the major supplying countries, 
and with key industry and labor representatives, as well as 
with members of the Finance and Ways and Means Committees, 
before the decision becomes public. I would urge strongly 
that the issue be put before the President as soon as 
possible. 

You may wish to transmit the attached memorandum to 
Bill Seidman and Bill Simon through secure limited-access 
channels, as they were both very interested in this matter. 

You should note that the President's determination must 
be published in the Federal Register by March 16. 

CQNlfiQENTIAL· 

• 




