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industry information

Relevant Industry Sector Information

The domestic U.S. steel industry has been plagued by reduced capacity which fuels higher costs, economic problems, predatory pricing from foreign steel producers, and lax U.S. government regulation to insure the future health of the industry.  Subsequently, Bethlehem Steel Corporation filed for Chapter 11 bankruptcy in October 2001, and LTV Steel filed for bankruptcy in December 2000 citing poor economic conditions and unfair import pricing, which under cut domestic steel producers.  In year 2000, only three U.S. steel players were profitable.  

The industry continues to confront many more negative factors.  In year 2001, the industry faced the impact of new mini-mill capacity coming on line (mini-mills are small, regional steel making companies that make a limited number of commodity steel products).  Mini-mill production from such firms as Trico Steel has approached design capacity.  Nucor, the nation's largest mini-mill, started at 1 million tons of plate mill per year in the 3rd quarter of 2000 and reached capacity in 2001.

Industry prospects may improve slightly in the 1st quarter of 2002 due to the impact of Federal Reserve interest rate decreases and new import tariff legislation enacted by Congress in March.  Key end-use markets such as automobiles and steel may see an up-tick in steel demand.  However, this will not be enough to revive the industry.

The industry may need to consolidate into fewer companies for growth in the future.  Bethlehem has acquired Lukens, Inc., which will create important synergies, enhance productivity, and reduce costs.

Furthermore, in recent years, many end user customers have begun to substitute plastic, glass, and ceramic materials for steel.  This has been evident in the automobile and construction industries.  Substitute products continue to garner a larger share of the steel industries’ core products.

Economic growth is a major factor affecting the industrial metals industry.  Demand for steel is a function of economic cycles.

Legal/Environmental/Trade Issues

The steel industry is at a significant amount of risk because of the problems with the Asian economies.  The problem stems from cheap imported steel products that are dumped in the United States, which erodes domestic steel manufacturers’ profit margins.  (Or Start typing here)(Or Start typing here)
Import Effect Summary

Imports for year 2000 were nearly 15 percent higher than in 1999, and almost 11 percent higher than in crisis-year 1998.  The reasons for some of the steel industry’s primary problems include a glut of steel on world markets and foreign firms dumping steel in the U.S.  Although the administration expects the new tariff legislation enacted early this year will abate the erosion to the steel industry, opponents of the legislation are adamant the positive effects will be negligible.

