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SUSPENSION OF IMPORT TAXES ON. COPPER

THURSDAY, FEBRUARY 17, 1040

UNiTED STATES SENATE,
CoumrrreEe ON FINANCE

Washington, D. C.

The committee met at 10 a. m., pursuant to call, in room 312,
Senate Office Building, Senator Walter F. George, chairman, presiding.

Present: Senators Geo , Connally, Byrd, Johnson, Lucas, Hoey,
McGrath, Millikin, Taft, Batler, Brewster, Martin, and Williams,

The CaAIRMAN. We have a quorum. The committee will please

come to order. . -
- _There is & bill before the committee, H. R. 2313, which passed the
House since we adjourned Mouday. Tt has reached the Senate ; and
it relates to the extension of Public Law No. 42 for a period of 2 years,
a8 I understand it.

(H. R. 2313 is as follows:)

(5. R. 2313, 81s¢ Cong., 1st Bess.)
AN AOT To suspend certaln import taxes on copper .

Be it enacled by the Senate and House of Represenlalives of the Uniled Stales o
America in Congress assembled, That the Import tax imposed under section 342
of the Internal Revenue Code shall not apply with respeot to articles (other than

capper sulfate) untered for consumption or withdrawn from warehouse for con-
sumption during the period beginning April 1, 1949, and ending with the close of

Mareh 31, 1951,
Passed the House of Representatives February 16, 1840,
Attest: Rarrr R. Roserts, Clerk.
The CHATIRMAN. Senator Danaher, will you please make a brief

statement to the committee at this time?

*We may not pass upon the matter at this morning’s session, de-
pending entirely on whether or not someone meay desire to offer an
amendment reducing the period to 1 year rather than 2.

STATEMENT OF JOHN A. DANAHER, ATTORNEY, WASHINGTON,
D.: 0., APPEARING FOR REVERE COPPER & BRASS, INC.

Mr. Danarer. Mr. Chairman and Senators, my name is John
A, Dangher. I appear as attorney for Revere Coner & Brass, Inc.
M{ address is 1625 K Street NW., Washington 6, D. C.

a;:Rear in support of H.R. 2313, which would extend for two ad-
ditional years the suspension of the import tax on copper, in identi-
cally the same form and in identically the same language as Public
Law 42, which Conﬁress unanimouslﬁ;adﬁ)ted 2 years ago.

On March 31 of this year, Public Law No. 42 will expire and imme-
diate action is now required to meet the country’s urgent need, and .

. 1



2 SUSPENSION, OF IMPORT TAXES ON COPPER

to assure continuous supply. No one will make import commitments
without knowing what the price is to be.

Two years ago, this committee conducted extensive hearings with
reference to Public Law 42, It may be recalled that there is a $80-
per-ton import levy on copper. It was deemed essential, because
of the country’s short supply, that that levy be suspended.,

American domestic mine production runs approximately 900,000
tons per year, but American industrics consume approximately
1,400,000 tons of copper per year, Obviously, the deficit must be
made up through import. Qur national defense stock-piling Emﬁmm
is taking approximately 15,000 tons of copper per month, ECA re-
quirements are also substantial. In addition, our supply situation
has suffered seriously because of the loss of some 90,000 tons of Utah
copper duce tojthe Kennecott strike; in fact, it will be at least three to
four more months before copper from the Utah mines will be available
to meet American industry and Government needs.
- 'There is a great shortage of copper for REA needs, for the national

wer genorative system, which fr 1951 will be more than 40 pereent
beyond the capacity generated in 1047.  Electrical appliances, plumb-
ing fixtures, roofing materials, automobiles, all require continuous
supplics of copper.

All affected Government de& rtments and agencies have filed with
the Committec on Ways and Means recommendations in support of
the legislation. Domestic producers have filed with this committeo
a memorandum urging immediate adoption of the measure, as have
the consumer industrics. : -

In that conncction, I think you will find on the dask, Mr. Chair-
man, the statement filed in behalf of Phelps Dodge, Calumet and
Hecla, and many other of the leading producers, if not all of the lead-
ing producers in this country.

Senator CoNNaLLy. Phelps Dodge produces most of its copper in
Mexico, does it not?

T Mr. DaNAHER. Oh, no. They produce mostly in Arizona and

‘exas,

Senator ConNaLLy, I know about that. But I thought that they
had a lot of facilities in Mexico.

Mr. DanauiRr, They have some, and Anaconda and American
Smcltinﬁ& Refining Co. have facilities there, also. But I doubt that
Phelps Dodge Mexican production exceeds 10,000 tons a year, avail-
ablo for export to the United States,

Scnator ConNaLLy. They would be glad to bring it in free of duty,
of course.

The Senator is very persuasive to me, on account of his former
views on the subject.

Mr, Dananer, Well, I will add, by way of emphasis, our situation
is such that all the experts in the field assure me, and it is the advico
of some of the Government peoplo as well, that we will be in short
supply for some four to five years, according to the cstimates. Now,
the price of cogper at present is 23% cents a pound. It has been stab-
ilized, under the law that you adopted 2 years ago, at that rato for
the better part of the past 2 years. Were this bill not to be adopted,
the import levy of 4 cents gzr pound would obvjouslly put the price
to 27% cents, which would be an all-time time high. Twenty-
seven and a half cents a pound levy on domestic consumers would

1
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obviously be an inflationary factor of véry great importance. Indeed,
the projocted use of co;l)per over the next two years would indicate
that the total increased cost would be approximately $300,000,000
er year.

P nder those circumstances, it is obvious that if wo are to have im-
ports of copper from Chile and from Mexico and Canada, supplics
must be arranged for, and shipping and transportation arrangements
must be completed long in advance. Therefore it is earnestly
requestly that the Finance Committeo give consideration to this
matter and favorably act on this measure at this time,

I would add that I am privileged to filo statements in behalf of
General Motors Corp., Ford Motor Car Co., General Electric Co.,
Revere Copper & Brass, Inc., American Brass Co., Bristol Brass Co.,
and many others of the leading industry consumers, affecting every
walk of the American economy.

Senator MiLLIKIN. Have there been any protests from any of the
producers?

Mr. DananEr. No, Senator. :

Sena.:m- MiLLikiN, All of the producers are now: together on the
matter

Mr, DANAHER. Entirellﬁ/ 80, .
Senator MiLLIkIN, Will you have testimony here this morning on

what the imports have been since this bill has been effective?

Ml;is DANAHER. I can supply that information, from the official
records.

In 1047 domestic production was 976,608 tons. Domestic produc-
tion in 1948 was 980,135 tons. In 1947 domestic consumption was
1,338,383 tons. The 1948 domestic consumption was 1,394,307 tons.
The 1047 imports wore 407,937 tons. The 1948 imports have not
been completely tabulated through December, for there was a time
lag in the acquisition of those figures. However, the projected total for
the year, based on the known 10 months of imports comes to 486,002
tons. That makes a total, therefor, of some 893,000 tons in the past
2 years of opoeration under Public Law 42.

Senator MiLLIKIN. What was tho increase in imports for 1948
over 10477

Mr. Dananer. The incroase in the imports in 1848 over 1947 is
roughly 80,000 tons, rounded.

Senator MiLLikIN. What has been the fabrication resulting from
coRllwr scrap?

. DananER. The figures on domestic production which I have
given you are for refinery production, and include primary and sec-
ondary copper, both. So far as secondary or scrap alone is concerned,
I will'have to give you an estimate in the neighborhood of 12 or 13
percent of the aggregate quoted.

Senator MiLLIKIN, There is considerable opinion that we are in a
recession at the present time, I am wondering whether a 2-year
extension is not profligate, in view of that fact.

Mr, DanARER. I would urge, sir, that since none of us can possibly
foresce the future, we can do no more than rely upon facts in existence
2 years ago. There were those who appeared here expressing similar
fears and urging the committee then to make the suspension period
run for a period of only 1 year. The figures which we then adduced in
support of the 2-year suspension have been borne out with only &
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negligible porcontage of error. But we really need 2 yoars’ suspen-
sion to get long-term productive and delivery commitmenta,

Senator MiLLIkIN, But in that time, Sonator, I suggest that we
woro in an obviously rising cconomy.

Mr. Danaues. Yos,

Sonator MiLutkin, And now, I suggest, it is the other way.

Mr. Danaugr. Of course, such prognostication has to be predicated
upon opinion; but opinion with well-established bases, I think, is to
tho contrary. For examplo, tho generativo cn{mcity that is required
to moot tho Nation’s powor progi‘mm alone will show more than 40

orcont increaso projected through 1051, as against January 1, 1948,
ansformers, power lines, all tho other things to which copper is
casontial in the development of the Nation’s gonerative capacity, inust
be considerca. Moreover, overy automobilo that is projocted for the
next 2 years is going to tako soino 46 ?ounds of coppor.

Sonator MiLuikiN, It was my understanding that the electrical
cquipment is piling up very rapidly in the warchouses, Is that correct?

r. Dananger, There may be some lines in which that is correct,
such as olectric fans, or something of that kind, in the a?plianco fiold.
But that is a negligible factor compared to the total. Quite the
contrary to any situation of “piling up,” in General Electric's over-all

rogram, for example, they intend to stop up their production of
many items from 20 to 30 percont this year.

Senator BRewsTER. You are mindful of the fact that Dr. Gallup
was cotisidered to be somothing of a prophot up to a fow weeks ago.

Mr. Danangr. I have heard tell. But I am not basing this com-
ment on nebulous spot-check sources. I am rolying on official data
from people whose business it is to know.

Senator Connarry, Well, tho market on estimates of pollsters has
gone down since October. :

Mr. Danankr. I think I can allay the fears of the Senator from
Colorado if I point out that that memorandum right before him by
the copper producers represents hard and fast thought on their part;
because coﬁux‘ obviously roipresents their livelihood.

Senator MiLLikIN, May I inject some erudition at this point? I
have a memorandum hero that Aristotle said this, on forecasting:

It is part of probability that the improbable will happen.

Mr. Dananer. The fact remains that if you are going to import
fact into this ?icture as distinguished from speculation, Congress
will most certainly be here in another year, and should the snpgk
situation so far change as to require the reimposition of a 4-cent tariff,

is then in a position todo it. .

But may I, if I may borrow the Senator's own word, ‘‘suggest”
that with copper at 23% cents we are nearly triple the low-cost pro-
duction of ﬁpper in this country right at this minute,

Senator MiLLIKIN. May I :ol:fgm that 23% cents may be a very

u

“cushy”’ for low-cost producers, but it is not at all & “cushy”
figure for high-cost Knroducers. .
Mr. DaNarer. And may I further comment, on that, that even

d the days of the incentive cogper production of RFC during the

war, the number of tons produced by a price in excess of 23% cents on

the premium payment plan was less than 5,000 tons? L
Senator MnuixiN, And the whole net result was that we did not

get enough copper. ,
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Mr, Danangr, All right. Then if you are going to argue this
morning about the introduction of an incentive payment plan, all 1
can say is that if 23% cents a pound won't bring copper out of the
goun ,t’anothor 4 conts is only going to bring four to five thousand

ns, oxtra,

Senator MiLLikiN. Let me ask again for the figures of production,
domestic production, '47-'48.

Mr. DANAHER. Yes, sir. Domestic production for 1947 came to
976,608 tons, In 1048, domestic production was 980,135 tons,

Sonator MiLLikin, A very small increase.

Mr. DaNaner. Four thousand tons, roughly.

Scnator MiLLikiN, With a rather substantial increase in imports,

Mr. DaNaner, Yos. And lot me say that you should take into
account, in talking about domestic o(rroductlon, that starting last
October the Kennecott Co. encountered a strike in its Utah properties;
and that striko has persisted now, you sce, 4 months. The loss o
copper per month is at least 23,000 tons from that mine alone. There
is & loss of some 90,000 tons that you have to take into account; plus
the fact that tho mines today, even if the strike is over in Utah, are
full of snow, and they eannot got the mines in operation ecarlier than
the 1st of March, and there is & 90-day lag between production and
smelter and rofincment, as the Senator from Colorado knows. So
that you aro going to be into May or June before you can make
available to the domestic economy a restoration of the supplies from
the Utah propertics. i

Senator MiLLikiN, We had quite a little testimonge recently that
tho world demand for copper was such that it would be very difficult
to reach imports of the magnitude which you have described; that
copper produced abroad would be absorbed abroad, and that the source
of import suxﬁhly would bo very precarious as far as this country was
concernod. Have ,Fou any comment on that? .

Mr. DananeRr. The comment I would offer with reference to it is
that our domestic producers are almost cntirely the owners of the
sources of foreign production, whenco this copper comes: Kennecott
and Anaconda in Chile and Peru, Phelps Dodge, to which the Senator
has already made reference, and Anaconda with interests in Mesxico, -
and possibly some small percentage of import from Canada. But
what your American producers did, then, as owners of foreign sources,
was to divert copper hére to meet our sfnortsge and very carefully to
develop the American historic sources of import, their own properties.
And obviously, they are going to protect their domestic production
first and meet the needs of American customers, That is the best
possible service that you could ask. '

- Senator MiLLikiN, It would depend, I would suggest, on how it
could be produced .the cheapest. The thing that is in 1:5 mind,.
Senator, is this: The-figures of imports are larger than we had reason
to expect from the testimony two years ago; and they are increasing..
What testimony did we have on the future importing capacity of these.
American companies? . ‘ : :

Mr. Dananer. I would say that this is about the measure of it,
Ll:d ing from the experience developed: Obviously we are not even

to meet the American domestic.need at this minute. - Let.
‘me point out, please, to the Senator, that as late as the last week in
Decsmber, one of the committees of the House went into hearing

87041—49—3
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partlcqlarl‘f to ascortain whethor it was possible to Stﬁp up the rate

of availability of copper for wire, and the like, for REA extensions,
or REA programs. And I noticed in the hearings that the Phelps:

Dodgo Copper Products Corp. was devoting 94 percent of its product’

jln t odwiro field to REA alone. Thoy cannot begin to meot the:
emand. :

, Senator MiLukIN. Let us concede for discussion’s sake that there
is a shortage, and that the imports are necessary at the present time.

Mr. DANAHER. Yes,

. Senator MiLuikin, Tam concerning myself with the rate of increase
in imports; and I am wondering what that will bring us to at the end
of a year or 2 years.

Mr. Dananer. Well, if we could got an American stock pile to
meet national defense needs alone, adequate to what we ought to
have, we could more than take up ovor[); ounce of the total copper
imported in the last year and the year before. We are only stock-
piling 15,000 tons a month. That is 180,000 tons by the end of the
year; when we need 600,000 to 700,000 tons—not to mention indus-
trial and utility nceds.

Senator MILLIKIN, Let me ask you this: Is this in your judgment

ing to be a regular performance; and since we have encouraged our

erican owners of propertics abroad to expand their development,
may we have the pleasure of having the Senator here every.2 ycars
asking for a continuance of free copror imports?

Mr. DanaHER. If the Senator will recall, it was my urgent recom-
mendation 2 years ago that you make the suspension for 3 years
instead of 2. And if you had done it then dyou would have deforred
the pleasure of my company, because I would not oven be here now.

Senator MiLLIkEN. That is & good reason for giving a shorter
extension: So that we can have the pleasure of your company.

Mr, DANAHER, But to quote from this memorandum submitted
in behalf of United States copper producrs, which you have not
had an opportunity to read:

- When the existing penbu}l) demand is satisfied and consumgtlon is once more

determined by normal requiroments alone, it scoms reasonable to expect that

clvilian copper consumption will revert to 10 to 12 pounds per capita, which is

well within our capacity to produce at home, and an important part of our domes-

tio coplgmt roducers will be desperately in need of the protection heretofore given
v 4

them 0 ooglper import tax.
Aeeordlnglﬁ; e domestic producers on whose behalf the statement is filed are
*

t
in accord with the 2-year suspension of the import tax, as a purely temporary
messure * * . . .
I therefore say to the Senator from Colorado: If these producers
have that degree of confidence in the vigilance of the Senator from
Colorado that I have, I know that at the end of 2 years if su?ply and
demand are in balance you will not favor further suspension of the tax.
' Senator MiLLIKIN. May I suggest that a statement from somebody
who knows what is ﬁomg on be put into the record showing how they '
are p:;ogreseing with their development of American-owned foreign
mm v . .

€8 . .
Mr, Dananer, I will be glad to undertake to get that. = -
Senator BREwsTER: Are-ths wages of labor to some extent based:

on the-price of copper? - . . R
- Mr. DANAHER, Yes, .- - v ‘ s T
' Senator BREwWsTER. 80 that this is in accord with the desires of -

labor as well, Beme e w80 30
b
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‘Mr, DaNARER, It is in accord, as well as I am informed, with the
dosires of labor as well. .

Senator BRewsTER. The mines are mostly organized; and as far
as 1&ou know, organized labor would support this same proposal.

r. DaNAHER, That is correct.

The CHAIRMAN, Any further questions?

. Senator MarTIN. Mr. Chairman, maybe Senator Millikin could
inform the committee, coming from a copper-producing State: I am
wondering what effect this is having on submar%nal mines, mines
that it is rather difficult to operate.at a_profit, but which have a
great deal of raw mﬁpor still available. Vghat effect will this have
upon operations of that kind? )

Senator MiLLikIN, I am unable to flve the Senator an accurate
answer, becauso this has appeared before us with such suddenness
that I have not had an opportunity to consult our local producers,

And, by the way, Colorado is not a large copper-producing State.

Senator MARTIN. I know that is true.

Senator MiLLIKIN, But it has a definite part in our economy, which
involves complex ores, and so it is important to Colorado; but it is a
whole lot more important, from the strict copper standpoint, in a
whole lot of other Western States.

1 can generalize on it. QOur marginal producers are going out of
business; that is, all kinds of marginal producers.

Senator MARTIN. I will break that up. _I am not raising any objec-
tion to what you are suggesting, Senator Danaher; but in the over-all
econom{ of America we have gotten to the place that the submarginal

roduction of copper and iron ore and oil and natural gas has got to
avo the consideration of the American people.

Take, for example, oil. In my own State we have been producing
it for 75 years from some wells. And if we do not watch out that
production will end permanently, and we will lose an cnormous amount
of oil which is valuable in our over-all economy. That is why I was
bringing this up. I kind of feel that we ought to have maybe some
testimony from operators of these submarginal mines; because I think
in the over-all picture they ought to have quite & little consideration.

Mr. DaNAnER, May I comment? \

Senator MARTIN. Certainly.
Mr. DananEgR. I think it is pretty nearly & conclusive answer to

the Senator to point out that when the premium price incentive plan
was in vogue In this country, to call forth every ounce possible,
regionally, of copper from these marginal and submarginal mines,
something less than 5,000 tons were brought out when the price was
over 23% cents. Remember, the OPA price was 12 cents. ‘And all
that.l difference was being pmd under the incentive program to maryinal
producers. .

So that there are only about 5,000 tons out of 900,000 tons involved.
That is one of the comments which I think is apropos.

Another is that if you take a State like Arizona, where 75 percent
of its total ecconomy depends upon copper, speaking through the

™, chairman of their own Arizona Tarift Board, speaking through their -

- own Senators, Senators Hayden and McFarland, you will find that
that they are very definitely in favor of the 2-year extension of this
particular program.
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Sonator Mantin, Mr, Chairman, tho reason I ain expressing this
concern: I am vory anxious that wo continue everything in Amorica
that wo possiblo can that will take care of labor employment, 1
would so much rather that we would pay a littlo more for the things
that wo consume, if thoreby these oporations can bo self-sustaining,
rather than to have to ;fot aid from somo lovel of govornment. That
is tho reason I am making this imwiry. It is bottor for my State to
have the importation of copper.  Bocause woe aro manufacturers; wo
aro not producers,

Mr. Danangn, May I answer you further in that respect, that
Congressman Hill from the Stato of the Senator from Colorado was
one of tho authors of an incentive-payment program measure which
last yoar recoived most oxtensive consideration beforo the Committee
on Bublic Lands, and the Subcommittee on Mines over in the House.
And at that time all these producers to whom the Senator from
Pennsylvania refors appeared.  The committee brought out a bill,
and it got as far as the Rules Committee, but the Rules Committeo
nover lot it got any farthor,

1 do not know whether or not tho Congress is ready for an incontive-
iuwmont program to take care of these marginal producers. But

do suggest that it Congress as & matter of principlo wishea to do so,
for a very comparatively small sum, for a very fow million dollars,
thay can bring out all this marginal copper; whoreas if you leave s
taniff of 4 conts a pound on a raw mnu\rini, & commodity which is
already in short aupmg, the burden on the whole economy will be
moro than $300,000,000 por year. '

Senator Mawtin. 1 appreciate the time you have given me, Mr.
Chairman. I am one of tho old-fashioned types, and 1 do not know
just what you would call it, of citizenship, in that I want to see evory
Amcerican gainfully employed, 1 think that has been tho greatness
of America. And 1 auproso I am reactionary for proposing such a
thing, but that is my phi hy.

Mr. Dananrr. Well, the Senator does not suggest that I hold any
contrary viow.

The Cramman. Aro there any other questions of Senator Dansher?

There aro no other questions, Senator,

We will complete this record by entering a statement from Sonator
McKellar, who has copper-mining intorests in his Stato,

(Tho statement referred to is as follows:)

Fepruary 11, 1849,
Hon. Waurer F. Georar,
Senate Office Building, Washinglon, D, C,
Dxar 8xyaron: I enclose a copy of H. R, 260 which suspends certain import

taxes on copper,
I have somo friends from Tennessee who are tremendously interested in makhg

this suspension and I would be greatly obliged if you will call it to the attention
the eox%?ltte?. - X -
8 u
Ty sincerely yours, Kennere MoKpLuar,

g ggt;py of H. R, 260 accompanied the foregoing lotter.) (Now H. R,

The CrAIrRMAN. A statement from the senior Senator from Arizona,
Senator Hayden, may also be made a part of the rocord
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(Tho lottor reforred to is as follows:)
Fesnvany 16, 1040,

Hon, Wanrer F, Qronas,
Chairman of the Senale Finance Commillee,
United States Senate, Washington 254, D). C.

My Duan Bunator Grorar: 1 am transmitting herowith an original lotter
addressed to you on February 15 by Mr, Jullan B, Beaty, counsel for the copper
tarlff group made up of & number of major copper producers, along with 20 eopies
of a statomont regarding H. 1t 2313, It v my understanding that this bill will
comoe to the attention of your committee when it has the House and |
hc'u‘»f “|"]‘|'j carcful consideration can bo given to the enclosed statement in favor
of the bill, : .

With kindest regards, T am,

Yours very sincerely, c 1"
Ant, Havorn,

(The statement accompanying the foregoing lotter from Senator
Haydon is as follows:)

In Tuw Marrer or BuspensioNn or Tue Iuporr Tax oN Correr

Statement submitted on behalf of the following-named United States copper
woducers: Calumot & Heela Consolidated Copper Co.  (Michigan), Castle
Yome Coppor Co. (Arirona), Connolidated (?uwmrmlnm Corp. (l\ovuﬁ?.
Copper Canyon Min nr Co, lNovulu). Coppor Range Co. (Michigan), Isle
Royale Copper Co. (Michigan), Magmma Copper Co. (Arizons), Miami (,‘opsmr
Co. (Arizona), North Carolina Exploration Co. (North Caroling), Phelps
Daodge Corp, "(Arlmna and Toxas), Quiney Mining Co. (Michigan), Tennessco
Copper Co, (Tennessco), Vermont Coppor Co. (Vermont).

Thin statement in filed on hehalf of copper producers whose operations are
carriodd on in Arizona, Novada, Michigan, Tennesseo, North Carolina, Texas,
Vermont, ‘and Now York, and who represont a cross section of tho copper-produc-
lngrlmlnstry of the United States,

he Ievenuo Act of 1932 imposed an import tax of 4 conts per pound on copper
in various unmanufacturod forms (with compensstory rates on manufactured
forms). This tax was extended by successive enactmoents, until the Revenue
Act of 1041 placed {t in continued offect without specific date of oxpliration,

Eftective March 31, 1047, tho linport tax was mupondcd for a period ending
March 31, 1040, Thero is now ponding before the Congress, H, KX, 2313, intro-
duced by Congressman Wilbur 1. Mills bf Arkansas, providing for a continuation
of the suspension until March 31, 1951, The domestie producers on behalf of
whom this statoment is filed favor a ‘;‘)rompt. enactmont of that bill,

This brief statement is submitted to show whf' these producers favor this
further susponsion of the import tax for a 2-year perlod, and also why they beliove
that It is essentlal to the domestic copper-producing indust ry, and to the country
that the import tax be retained oxcept during the present temporary period o
abnormal shortages,

For many years tho United States was the lcadlnﬁ producer and exporter of
copper. From 1012 onward, however, the successive development of tremendous
resources in South America, Canada, and Rhodesia built u’: foreign production
until in 1020 for the first time we became a net importer o oom)er. These net
Im'pom continued until the imposition of the import tax on June 16, 1932, During
this period, in part as a result of the continued net importation of copper, domestio
stocks inorcased to over 500,000 tons, & figure far in excess of the then annual
consumption of newly mined copper.. This was the situation which the import
tax was designed to reliove.

Productive capacity, as revealed by the atatisties of United States and forel
oorpor production, will speak for itself. In terms of smelter output of newly
mined ecopper, the condensed record of the United Btates Bureau of Mines is as

follows:
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Average yearly produdtions, in short lons

! Inclusive years United States Forelgn
428, 334,700
716,000 803, 700
742, 300 754,600
800 1,041,800
680, 300 1, 604, 500
973,608 11,882,801

1 Partly estlmatod.

Between 1901 and 1045 foreign production more than quintupled. This
enormous increase was due in large part to copper mining developments in Canada,
South America, and Africa. The condensed record of these three regions as
reported by the American Burcau of Motal Statistics is as follows:

Yearly produclions, in shorl tons

Inclusive years Cunada A?,‘,’;'& Africa 3'},;‘2{(‘,',;‘
Averago 1014-20.... 48, 000 137,000 37,000 222,000
Average 1030-37.... - 179, 500 302, 000 247, 500 729, 000
AVEroRe 108847, .o e ievenranenecnncasaanamaanans 248, 500 5185, 650 438,050 1, 200, 200

There can be no question of foreign power to produce.

It is unnecessary now te elaborate upon the reasons (which include cheap native
labor and, in many cases, extraordinary byproducts credits) which give major
foreign producers cost advantages which an important part of the domestic
copger production cannot meet. These factors have in the paat enabled, and will
in the future enable, foreign production to displace an important part of domestic
production unless there is adequate tariff protection.

During the 22-year period between wars our [ﬁr capita consumption averaged
about 9}? pounds of new copper per year. The best yearly average sustained for
10 consecutive years of this period was about 113% pounds per capita. During
the war emergency the War Production Board took furisdiction for purposes of
allocation over all forms of copper, and the records show that our civilian econom
during the war years was limited to about 4} pounds per capita or about half
its normal average supply. The normal need for civilian goods and services,
though held in abeyance during this period, had not lapsed. It was merely

accurmulating and is here todag.
The net result has been an abnormal demand for copper during the past 3 years

caused by the unsatisfied civilian requirement of the war years, carried over and
pyramided on the normal requirements of ;f)eace. In addition to the pent-up
domestic civillan demand, the requirements of the Economic Cooperation Admin-
istration and Government stock-piling for defense have created a domestic de-
mand in excess of our present power to produce. Domestic consumption of new}y
mined copper since the war has averaged over 18 pounds per ca% per year. It
must be emphasized that this abnormal demand is temporary. en the existin
pent-up demand is satisfied and consumption is once more determined by norma
:'gﬂuirements alone, it seems reasonable to expect that civilian copper consumption
| revert to 10 to 12 pounds per capita, which is well within our capaciti/ to
produce at home, and an important part of our domestic copper fl)roducers will be
g:;perately in need of the protection heretofore given them by the copper import

A'ccordingly, the domestic producers on whose behalf the statement is filed are
in accord with the 2-year suspension of the import tax, as & purley temporary
measure, embodied in H. R. 2313, introduced by Congressman Wilbur D. Mills,

_ of Arkansas,
The CuaIrMAN. It would perhaps be advisable, Senator Danaher,
for the committee to consider the matter further in executive session.

Mr. Dananer. Thank you, Mr. Chairman. - . .
The CralrmaN, If there is nothing else you wish to submit at this

time, we will give that direction.

—

\
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Senator MiLLikiN, T would like to suggest that at the end we éhoqld
be sure to have some authoritative statement showing the potentiality
of increase in imports due to the development of these foreign mines.

The CuairmaN. Will you supply that for the record?
Mr. Danarer. I will undertake to get that. And I thank you for

your consideration, .
(The material to be supplied is as follows:)
d WasHingToN, D. C., February 21, 1948.

In re Copper Tax Suspension Hearings H. R. 2313,
Chairman WALTER F. GEORGY, )
Senate Finance Commillee, Senate Ofice Building, Washinglon, D. C.

My peAR 8ENATOR GEORGE: You will recall that Senator Millikin raised the

uestion of whether or not American ownors of foreign copper-producing proper-
ties have heen expandlnghtheir foreign production because of the suspension of
the copper-import tax. e asked for a statement ‘‘showing the Potentiallty of
increase in imports due to the development of these foreign mines.”’

8ince Chile is by all odds the largest historic source of copper imports to the
United States, I asked for comment by leading officers of Kennecott Copper Corp.
and the Anaconda Copper Mining Co. which control the operation of the mines
of Chile. 1 made it clear that the required statements were to be official and to
be addressed to you as chairman of the Senate Committee on Finance. 1 enclose
l(;mn;nunimxtlo:vm-s from each of these companies to be inscrted in the record of

earings.

Senator Hayden has already sent to you a statement which has been incorpo-
ratedd in the record, submitted in behalf of all other substantial American copper
producers. .

It may be appropriate also to inelude communications from several of the
large copper-consuming industries, all of which I procure for submission to the
Committeec on Ways and Means. I respectfully ask that you insert this letter
in the record together with attached copies of letters from the Ford Motor Co.,
the General Electric Co., the Rome Cable Corg., and American Brass Co.

Official Government department reports have already been filed with the
House Committee on Ways and Means,

In addition, the National Security Resources Board at the cloze of Deccmber
1948 prepared its report for the advice of the President that publicly and Privatel
owned electric utility systems in the United States, including the Rural Electri-
fication Administration, have planned an expansion of the Nation’s power capacity
which, by 1951, will bring the peak capabhilities to about 72,000,000 kilowatts
as contrasted to about 60,000, kilowatts in 1947—-an increase of more than
40 percent. To meet this program American industry must provide turbines,
generators, power switching and distribution equipment, power and distribution
transformers, circuit breakers and switch gear, high voltage insulators and many
other items. The Board concludes its report:

““The schedules of production summarized in this report have been made on
the assumption that there will be adequate supplies available of raw materials
and components.”’

Mr. T. E. Veltfort of Copper and Brass Research, as of December 28, 1948,
estimates that the automotive industry and the building industry will each require
in 1949 alone, 250,000,000 pounds of coi»]per and its alloys. The report concludes:

“The railroads and steamship lines have elaborate plans for the construction
of new equipment. The railroads of the Nation require large numbers of new
Diesel-clectric locomotives, Pullman cars, day coaches, dining cars, and freight
cars, The Pennsylvania Lines alone have gogro ram for new equipment that
involves an expenditure exceeding $200,000,000. New ocean liners, cargo ships,
and tankers are under construction for the steamship lines. Into such railway
a'r;d steamship equipment will go millions of pounds of copper and copper-base
alloys. .

““Other basic industries which will require large tonnages of copper and its
alloys, particularly brass and bronze, are the hardware industry; the clock and
watch industry; radio and television; air conditioning; refrigeration; and even
such manufactures as wire soreen cloth to keep buildings free from flies and other
inseots, tableware and many others too numerous to mention, Without copper
and copper-base alloys these products cannot be manufactured. There may be
alternates but there are no real substitutes for copper or copper-hase alloys.
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© YSinoe the end of the war the brass mills have taken over a number of fabricatin
plants butlt by the Government during the war to supply the United States an
others of the United Na‘ions with war armament. In addition, several companies
‘have constructed now plants, specifically in Alabama and California.
“In other words, everg roeal le step is belncf taken by the industry to meet the
demands on it and {t must now de?en on the availablility of its principal
raw materials to do the job which is required of it.”
8ince orders for copEer must be placed well in advance, and since it is but natural
that importers must know the price they are to ?ay, since the present law sus-
nding the $80 per ton lev Il expire March 31, 1949, it Is reageotfully urged
hat immediate and favorable consideration be granted to H. R, 2313,

Faithfully yours, JonN A. DANAHER

Kennecorr Correr Corp.,
New York 6, N, Y., February 18, 1849,
Hon, Wavrer GEoRrae
Chairman, Senale Finance Committee
Senate Office Bm‘ld'ing. Washington, D, C.

Dean SenaTor Groroe: We understand that your committee {s interested
in receiving information from us in regard to our forelq}l Productlon of copper
by years in relation to the shortage of copper in the United States, and also
some statement regarding any increase in recent years of our foreign production
capacity, We assume you have in mind that, because of the suspension of the
import tax on copper, we might have expanded our foreign capac {,r to produce
and, therefore, would be interested in the future in sup})l}y;lng nited States
copper needs from abroad under a continuous suspension of the tariff,

n order that you may understand the situation clearly, we advise you that
we produce coi:per outside of the United States at only one operation, o mines
of that operation are located at Sewell, Republic of Chile. ~ We operate in Chile
by means of our wholly owned aubsfdiary called Braden Copper Co. That
company operates no other mines and has no other production than in Chile,

For your information, we advise you that we have not expanded our fareign
production by adding new production equipment or facilities ’at_our Chilean
gperatigns designed to enable us to supply copper for a large United States

emand., .

As an indication, we list our Braden Copper Co. production and shipments
for 1937 and then continuously from 1942 to date. e intervening years show
lower production and shipments, The production and shipments of 1937 are
material only to show that our foreign capacity and production in 1937 was
approximately the same as now.

'he tabulation is as follows:

Production(in| - ghipments Production {in | ghjpments

Year unds o Year unds of
Popper) from Chile ! Feoppery | from Chilet
318,262,828 320,798,078 | 320,313,000
323, 600, 924 187,440,000 [ 202192000
328,852, 898 1210,043,314 | 204,340,000
349,374,072 328,504,268 | 333,370,000

1 Not all shipped to the United States.
3 There were strikes In both (hese years.

~ Of the total copper production of our company and its subsidiaries, on the aver-
age of hetween 2b to 30 percent comes from foreign operations and 70 to 75 percent
from domestic sources, so it is manifest that our greater interest lies in our domestio
ﬁ:ﬁductlo?i and we are certainly highly desirous of keeping our domestic mines in
operation,
Wep:an assure you that we have not sought or attempted to build up our forei
rroduotion capacity in any effort to capture the United States market while the
mport tax was under suspension, OQur production figures above set out are evi-
dence of that fact,
We hope that the foregoing information covers the matters you had in mind.

. Respectfully yours, E, T. STANNARD,
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ANaconpa Corper MiNiNag Co.
: New York 4, N. Y., February 81, 1949,
Hon, Warrzn F. Georor, ‘

Chairman, Senale Finance Commilice,
Senafe Office Building, Washington, D, C. :

Drar SxNAToR Gxorop: In connection with the consideratfon by your com-
mittee of the further suspension of the import tax on copper, we have been re-
(“wated to inform you directly as to out Chilean production capacities for meeting
the American copper deficit year by year, - .

We understand that you al y have the information of the total imports
of copper in 1947 and 1948 and the relation of these imports to our total domestic
needs. It been suggested that you may have in mind that because of the
suspension of the import tax on copper our.company may have expended our
foreign capacity to Iroduoe and that, therefore, you would be interested in the
capacity to supply American copper needs from abroad under a continuous sus-
mslon of the tariff in the future. The following observations may have some

ring on the (questions which you have in mind. ‘

We exported to the United States from mines in Chile, that ir, the Chile Explo-
ration Co. mine at Chuqulcamata and the Andes Co%fer Mining Co. mine at
Potrerillos, for consumd)t on in the United States, as distinguished from blister
copper refined in the United States and sold abroad, 132,311 tons of copper in
1046, 151,005 tons'in 1947, and 222,155 tons in 1948. The inorease in our exports
for United States consumption was to meet the oritical demand in the United
States and at the expense of our sales abroad. We produced from these properties

in the same years:

Tons
1046, o mdccicececmeccccecccemomemmmeann 301, 436
1047 e eac - 308, 64
1048 e m e meem—ae————- 304, 024

To reach these production rates in those years we did not increase our operaticvs.
On the contrary, the capacity of our mines in Chile to produce copper {8 considu -
ably above these figures, as evidenced by the total produstion in 1945 which was
332,240 tons. We have not increased our foreign production schedule in terms of
adding new production equipment or facilitics designed to enable us to meet an
expected United States demand, It is the fact that we are commencing the con-
struction of production and treatment equipment at the Chuquicamata mine of
the Chile Exploration Co. for the mining and treatment of sulphide ores. The
production from this mine at present, and at all times prior, has been from oxide
ores only, the production from which will diminish substantially in the next fow

ears, The new facilities are designed and will be built over the course of years
treat sufficient sulphide ores to maintain the capacity heretofore uced
from the oxide ores only. The units, the construction of which has now rust. been
started, are expeoted to be in production in the year 1952, and when completed
these units will add a sufficlent production from sulphide ores to the production
from oxide ores to equal the rated capacity of the present oxide plant, that is,
apgroximately 540,000,000 pounds per year.
his comgany is primarily interested in our domestic sources of production for
the United States market and we are desirous of keeping our domestic production
at the highest level possible, although it is and has been since the end of the war
somewhat limited by shortage of labor supply. Our Butte mines suf&lg our

domestic production, and the production for the years 1946, 1947, and has
been respectively as follows: Tons
1046 - e cccmmcecamccececcceemmmme—m———e———m—— 56, 198
1047 o eccccmccecmcaeemmememccecemme——eememe————n , 238
1048, o ccccccccceccecccccemcecccmmemecescmeamaaen=

The company has started a program involving expenditures of approximately
$20,000,000 to mine and treat additional low-grade copper ores at Butte, expected
to be in partial groductlon by 1952,

As we see it, this country’s short supply of copyi)er will continue for some years,
No new aupplles of copper are in sight which could ibly be brou‘ght into pro-
duction within the next 2 years, and it is our opinion that any domestic garoductlon
which may become available as early as 1953 or 1954 will in all probability be
offeet by the normal decrease in production from mines already supplying the
domestic market. :

Due to the urgent demand for copper both in the domestic and foreign markets,
and the demands for the stock pile, we have been producing from our copper

.
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mines, domestio and foreign, at as high a rate as tho operations thomselvea can
sutatin, We have, of course, taken no steps whatever to limit the supplies for the
domestic market from domestio sources, nor have we built up our forelgn capac-
ities to capture the American market by reason of the suspensiou of the import
tax on copper.
Respectfully yours,
Ropxar DwyR,

Ereculive Vice President,

Lxrrer Frou t™HE Forp Moror Co.
JANuARy 10, 1049,

Subjeot: Buspension of copper excise tax,

Hon. Rasert L. Dovauron,
Chairman, Houss Commitlee on Ways and Means,
) House Office Building, Washinglon, D. C.

My Dear MR. Dovanron: Wo recommend that the Congress take action to
continue the suspension of the copper cxcise tax, which is presently suspended
until March 31, 1049, under bill H. R. 2404, It will be desirable to continue
this suspension, {n our opinion, for at least several years,

Copper {s a basie material used in our industry. Production of 5,000,000
cars and trucke in this country requires apgoxlmawly 125,000 tons of copper.
The United States has been importing substantial quantities of copper to meot
our domeatic consumption requirements for some time. During 1048 total
consumption of copper in this country was estimated to be approximately 1,410,-

tons, Estimated domestio production in 1948 is 975, tons, This means
that 435,000 tons, or approximately 31 percent, 1nust come from foreign sources.

As you know, the Munitions Board has ordered copper stoool:)-gillng to be con-
tinued during 1949, It is estimated that ap{)roximatol 00,000 tons of copﬁer
will be required for this purpose during the first half of this year. This is another
urgent reason to avoid any possible shortages.

ur country’s copper commitments under the European recovery program are
expeoted to require a}z&mxlmawly 60,000 to 70,000 additional tons from United
Btates produotion in 1949,

It scems very likely, thercfore, that substantial imports of copper will be re-
quired for somo time. We believe that overything %ossiblo should be done to
avoid a copper shortage, and to keep the present high price of copper from ad-
vancing another 4 cents per pound, as it might if the excise tax were to be rein-

stated,

It is the desire of the Ford Motor Co. to keep the vrice of our produots at the
lowest possible level. I feel sure you will agree that every action which contrib-
utes to the return of sound, competitive business conditions, with prices at levels
which the public can afford to pay, is in the national interest,

Our company wrote Mr. Harold Knutson on January 17, 1947, oxgemsaing es-
sentially these same fdeas and urging at that time that the excise tax be repealed.
Instead, bill H, R, 2404 was enacted. We aro repeating our opinion to you that
repeal of this tax, or cortainly its suspension for tha foreseeable future, remains
as desirable now as it was then.

Yours sincerel
v Ernest R. BREECH

Erecutive Vice President, Ford Motor Co,

GeNERAL ELectric Co,,
Schenectady, N. Y., January 17, 1949.
Hon, R, L. Dovauron,
Chasrman, Ways and Means Commitlee .
House of Representatives, House Qﬁcc Building, Washinglon, D. C.

My Dear MR. Dovanrton: [ invite your attention to a serious situation in
which your committee can be of major assistance to American industry and the
American public. The General Eleotric Co. is only one of the many manufacturers
of eleotrical products and apparatus for both home and industry. Our customers
are located in all parts of the United States, and the use of electricity is a measure
of the high standard of livinf which the people of the United Btates enjoy. The
number of people employed in the General Electric Co. now totals about 196,000,
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Copper {8 the moat suitable matorial for electrical conductors and finds its way
In various shapes, forms, and quantitica into all eleotrieal products. Our coppor
requirements reach & substantial total each month, and eclectrical manufacturers,
takon togother, are porhaps the largest consumers of copper. Your committce
posalbly has the information that the total requirements for United States in-
dustry is about 120,000 tons per month, while tho domestio copper mined, plus
returnablo sorap, Is running at the 3pmcmt time at the rate of only about 80,000
to 86,000 tons per month, leaving 35,000 to 40,000 tons which mnst be obtafned
from sources outsido the United States, At the prosent time the only sources
which appear to be avallable to the United States would be the Latin-American
countrica—principally Chile. The exportable co”mr from Canada, as well as
the South African mines, is mort%aged by Great Britain and continental Europe.
Copper has been in short supply in the United States for many months, and me
situation at present I8 further aggravatod by the closing, due to labor troubles,
of tho largest domestioc mino and Government buying for atock-piling purposes.
There is overy indication, based on atatistics, that we may havo sorious diﬂ":ulty
in purchasing copper in sufflolont amounts and on such an cconomical basis as
wil' protect our production programs. As indicated above, United States in-
dustry is dependent olgmn foroign coppoer for a high Iwreontago of its needs.

The world price t a‘y is 23 cents por pound, If the duty susponsion is not
extended, the prico of foreign copper would be increased by 4 conts Per pound,
or to 27% cents per pound, and undoubtedly, the domestio price would move to
the same lovel. This would oreate a fictitious and uncconomical price whioh
will result in another unnecessary burden on the American public in excess of
$110,000,000 annually, computed on current consumption. If this duty is rein-
stated and the price of co per is forced up to this high level, it will not be bene-
ficial, even for the domestic copper industry, because it will cause substitutions
and postponements of projects which are urgently needed in American industry,

We carnestly urge that your committes recommend legislation to continue the
suspension of the exclso tax of 4 cents per pound on copi)cr imports. To the
oxtent that we are unable to obtain copper at reasonable price, and to the extent
that further price Increases simply cannot be borne in a competitive economy,
it will necessarily mean eutting back our production in line with our domestio
copper supply. This would bring about an immediate and proportional reduction
in employment within our company, and the consequences of our being unable
to produce urgently needed apparatus for other industrial companies would
lead to further unemployment in those industries. Large electrical apparatus
electric utility companies to increase their generatin

is urgently neceded bly the 3
capacity and transmission and distribution systems, and by industries, large an

small, for increasing their production,

A shortage of copper would seriously impede the manufacture of aprlinnccs
for tha home and small apparatus such as motors, controls, heating units, and
similar devices which are incorporated in such widely used electrical products us
refrigerators, oil burners, farm freozer units, and machine tools.

We hope that our pleas, along with those of others, will aid your committeo in
arrivlnﬁat the best solution to this problem.

espectfully yours
poctiully yours, H. L. ERLICHER, Vice President,

T———

LerTer Frou THE Roume CanLe Corp,
January 10, 1949,

Hon, RopeaT L. DovcHaTON, )
House of Representatives, Washinglon, D. C. ‘

My Dgar MR. DovantoNn: As an independent wire and cable manufacturer
Rome Cable Corp. is most interested in the bill proposed by Representative
Patterson (Patterson bill H. R, 260) relative to continuing for another 2 yéars
the practice of allowing copper to come into this country duty-free. Patterson bill
H. R, 2404 suspended the duty of 4 cents per pound on.foreign copper until
March 31, 1849, and we believe it vital to the interest of our countay that Patterson
bill H. R. 260 is passed, extending the suspension for an additional 2 years,
Our company depends for its livelihood on the available oo{:per supply in this
country and in order that you may fully comprehend our situation we should
like to tell {lou something about.our company. Rome Cable was incorporated
in 1936 for the purpose of manufacturing electrical wires and cables, We operate.

LR . oy '
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one plant in Rome, N. Y., and have no connection with any copper producer
or supplier, Because of the independent nature of our company we feel that
our position is more depondent on the availability of loallgn copper than that
of the majority of our larger competitors who are connec b){ stock ownership
to copper suppliers, Boff:nin in the late 1920's and continuing after the date
of our incorporation in 1936 there has been a definite movement toward more
i tion of the copper industry. This has been achieved by the copper
Pbﬂue:;a buying substantial or complete interest in the seourities of copper
‘abricators,

In the second :ear of our operations our sales were under $2,000,000 but have
grown to over $28,000,000 in 1948, Our products are shipped on a Nation-
wide basis to publfo utilities, electrical wholesalers and contractors, electrical-
equipment manufacturers, rallroads, mines, and other industrial concerns, We
are also an important supplier of copper rods and bare wire to other copper
fabricators for further processing. Only a negligible amount of our sales enters
the export fleld. Consequently, nearly 100 percent of our wires and cables are
used by consumers in this country. At present we employ over 1,000 workers,
and if copper were available would consume from 3,600 to 4,000 tons of oop{m
monthly,. Consumption of copper l:f' our compani was controlled during the
war years but in none of those years dropped below 31,000 tons, In the postwar
years we have consumed approximately 3,600 tons monthly.

8inoe the end of World War II we have spent approximately $3,500,000 in
g‘l’mt and equipment and have nearly doubled our manufacturing floor space.

e felt that this expansion was necessary in order to mecet the needs for new
housing throughout the country, as well as rewiring and extension of wiring to
houses not now served, plus the providing of means to supply the needs of the
utility and electrical manufacturing; industry. As you know, the power shortage
throughout the country has been and still is oritical. .

The wire industry operates on a low-profit margin and depends on quantity

roduction rather than large mark-ups for its profita. Co%per represents about
percent of the cost of our product and therefore we would be presented with a
very serious problem if some of our copper was priced at 4 cents a pound more than
that received from domestic suppliers. If, therefore, in order to keep our plant
in operation we were forced to pay 4 cents tariff we would have to resort to higher
grioes to consumers which, in turn, would reduce the demand for our product.

his lessening of the demand would mean that our three-shift operations with a
consistent record of over 40 hours weekly would be at an end and of necessity we
would be forced to reduce our working hours as well as our employment. In
many of our products copper costs range much higher than 50 percent, and in
these cases an additional 4-cent copper cost would Erutically ourtail production
operations. It is only natural to expeot that the integrated wire companies
would have first call on a considerable percentage of the domestic copper suppliy
and independent companies, such as ours, would be at a decided disadvantage if
any sizable amount of its copper had to be imported on the basis of paying 4-cent

tariff.

For the first 11 months in 1948 the total copper consumption in the United
States, as shown by figures recently released by the United States Copper Asso-
ciation, totaled 815,901 tons, refined 1,137,680 tons and the net domestio consump-
tion for the same period totaled 1,293,991 tons. Consumption therefore has
exceeded production by 377,000 tons and has exceeded refined Froduction by
155,000 tons. It is only posasible to make up this deficiency by importation of
oorper. An increase in cost of $80 per ton would further add to our inflationary
spiral and could produce discriminating hardships upon many copper fabricators
and their customers.

You are well aware of the importance of copper in our national defense program
and the necessity !wiguirin an adequate stock pile. It has been impossible
for the Munitions to obtain all of the metal that they feel they should
stook-pile without seriously affesting our domestic economy, Their current pro-
gram calls for 10,000 pounds per month until next July, or about 10 percent of
our total consumption. In the meantime, 30 percent of our domestic production
has been shut off by a railroad strike in the Kennecott operations in Utah, so we
have ourselves in the last 2 months, for the first time since we started business
in 19386, been forced to operate on & short-week sohedule beoause of laok of co, per.
This condition. would be further vated if it were necessary to pay per
ton for the 28,000 tons per month the United States is currently importing, -
Nmmmnc of the industrial workers in Rome, which is a oity of some 40,000
population, are employed in companies directly Jependent upon eopper, 8o that:
every l.miiy living in Rome is affected when the copper supply is reduced,
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The prese tb)rloe of copper at 23)4 cents, is the second highest singe 1920, In
1929 the hlg‘ gure of 24 cents was recorded for a short period. There s every
indication of a continuing high demand for copper at fair rrioes. and we cannot
seo a situation whereby forel‘gn coprer could weaken the price struoture as all the
world seems to be short of this important commedity. Mr. Pehrson of-the
United States Bureau of Mines indicated in a report of that Bureau an estimated
reserve of 20,000,000 tons of recoverable metal, Based on recent years con-
sumption this would mean depletioy of our copper resources by 1960, At one
time we were an exporter of coppfr in this country but the heavg' increase in-.
demand here has now mado it ne ry for us to he importers. Thore has only
been two important copper-minivig developments in the last 20 years, while our
oo;‘)per-fabrlcaung units have added considerable capaoity.

n our opinfon the suspension of the 4-cent tariff should not act to the detriment

of copper producers and suppliers in this country. We believe that with the
tremendous demand for copper products over the future years the output of
domestic mines will find resdy markets at available prices. The estimated use
of cogger in the United States per person increased from 6.35 pounds in 1933 to
over 22 pounds in 1941, and avemgled about 19 pounds last year.
In conclusion we wish to emphasize that Rome Cable as an indep.ndent fabri-
oator of copper is in no position to pay a 4-cont tariff and be competitive. We
are one of many companies in a similar position. We believe we have an obli-
gation to over 1,000 employees, to our stockholders and to our community and
therefore urge that support be given to Patterson bill, H. R. 260, continuing the
import into this country of duty-freo copper for at least another ) years,

Sincerel
v RoMe CasLe Corp,,
A. D, Ross FRraser, President,

LeTTER FrOM THE AMERICAN Brass Co.
JANUARY 10, 1049,

Hon. R. L. DouvanTon,
Chairman, Ways and Means Commillee, House of Representatives,
. Washington, D. C.
Dear 8ir: Under the existing law (H. R. 2404 approved April 20, 1947) the
import duty on foreign copper would be reimgosed on April 1, 1949. The domestic
roduction of cogper is_insufficient to satlsfy the requirements of consuming
ndustries in the United States and, therefore, in our opinion it is urgent that the
suspension of the 2-cent import duty on copper be continued for another 2 years,
We respectfully call your attention to some information with reference to this
problem and urge your thoughtful consideration thereof.
The American Brass Co, is engaged in the fabrication of copper and copper alloge
in wrought form such as sheet metal, wire, rods, tubes, and extruded shapes, We
account for a substantial portion of the production of the brass miil products

industry. Our products are used in many and varied industries, the most impor- . .

tant of which are automotive, electrical equipment and a lpliance, housing and
construction of all kinds, shlpﬁullding, telephone, and public utility, Currently
there are between 7,000 and 8,000 customers actlve on our hooks.  We have six
mills located in various cities in the United States and have on our pay roll at the
present time approximately 13,5600 employees.

Actual figures as to the supply and demand for copper during the year 1948 are
readily available to you and to vour committee.

Actual copggr consumed by fabricators in this country during the year 1048 is
estimated to be at the rate of 116,000 tons per month. Of this amount, it is esti-
mated that at least 30 percent was derived from sources outside the United States.
;& v:ary l:irgie percentage of the copper utilized by the American Brass Co. is of
'oreign origin.

During the past several months, in order to meet the demands of our customers,
we have found it necessari; to withdraw substantially from our working stocks
because of the scarcity of the supply of copper with the result that at the present
time such stocks are at a minimum,

It is generally believed that the year 1949 will be one of continued prosferit{ in
the U States and we are looking forward to the next 2 years for a continuation
of good business. Copper is essential to the conduct of many important businesses
in the United States, such as automotive, eleotrical, and construction, All busi-
ness would have to shrink drastically before reaching the point where the domestic
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‘ Produotlon of copper would be sufficlont to meot tho requirements. It is, thero-
'ore, casential that we continue to rocelve substantial quantities of foreign copper
ivto the United Btates duty-free,

QOur operating nw}xins are not sufficfent to permit us to absorb any part of a
2-cent excise tax, 1f the excise tax wore absorbed and reflooted in the pricos to
consumers it would be neocessary to raiso the entire prioe structure of all produots
sold by this company, by the amount of such tax.

Unless foreign copper is available we anticil):te that our plants will be short
soveral thousaud tons of copper per month after April 1, 1940, Such a drastio
cut in the su&ply of copper would reduce our operations to the point that it would
unquestionably require the complete closimf of soveral of our milis and the opera-
tion of the balance on a very much ourtailod schedule, 8Such a program would
bring about drastio reduction in our working force and would undoubtedly result
in unemployment. ‘

At the present time, because of varlous factors, there is not enough copper
being produoced in the United States to meet the demand of industry, Ordors for
cotrper must be placed ahoad of the delivery of tho coppor by about 00 days, 1In
other words, the problem must be met fmmediately ! foreign coppoer is to bo made
available for the second quarter of 1049,

It is evident to us that the subject is ono of extreme urgency and that post-
&moment of its coneideration would result disastrously, not only to ourselves hut

our many customers who are dependent upon our products for the manufacture
of their products. We, thercfore, urge your consideration and support of a
grogmm to continue the sus{)ension of the 2-cent import duty on copper for another

years beginning April 1, 1949,

Respeotfully yours,
pe Yy Crark 8. Jubp,

L
Chairman of the Board, American Brass Co.

The CairMAN. We havo reccived statements from two companies
which will be inserted in the record at this point.
(The statements referred to are as follows:)

REVERE CoprpER AND Brass, Inc,,
New York 17, N. Y., February 25, 1949.

Re Susponsion ¢f Copper Excise Tax.

Hon. Warter F. Grorog,

Chairman, Senate Finance Commiltlee, Senate Office Building, Washington, D, C.

My Dear Sexator GEoRaE: As you know, H. R. 2404, a bill to suspend certain
fmport tax on copper expires on March 31, 1949,

wish to record my conviction that thoe national interest will be sorved by the

passage of the bill recently passed by the House of Representatives and now before
your committee, under which the present cop{)er fmport tax suspension would bhe
contllnued for an additional two years from March 31, 1949, or until March 31,

051,

The records of the previous Congress will show that on January 20, 1947, 1
wrote to the Hon. Harold Knutson of the House Ways and Means.Committee
urging favorable action on the bill then pending, under which the duty was sus-
pended to March 31, 1949, I pointed out that domestic consumption at that
time was running far ahead of domestic supply and predioted a continuing need
by industry of substantial imports of forcign copper.

Developments of the past 2 years have shown that the domestic copper shortage
has tended to increaso, rather than diminish. Greatly expanded iniports of cop-
per plus capacity mine production, plus utmost use of Industrial scrap, have failed
to Froduco a surplus which would give industry comfortable working stocks or
which would enable the stock-piling program of the Munitions Board to be met
without severo impact on the copper market.

Throughout the past 2 years the Price of copper has been substantially stabilized
at 28?14 cents per pound, or at a price sufficiently high to stimulate, in the first 10
months of 1948, what the Bureau of Miues has offic ally estitnated to be oa?aclty
a)roduction by United States mines. The rate during that period was 875,000

ns a year. Due to the strike in Utab final figures for 1948 will show a deoline of
more than 2 percent in production for that year as against the total of 846,889
tons of copper which came from the mines in 1947, :

Consumption of copper in the United States, meanwhile, has been on the in-
crease. Fabricators used 1,394,307 tons in 1048, as against 1,338,383 tons in
1947, This is in addition to whatever tonnage was stockpiled. During 1948 in -
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ag foring about 500,000 tons of coppor ware imported, but this relatively huge
addition to our domestio uupgly was insufliclent to mcgt our needs, Combiiied
rofiners’ and fabricators' stocks of copper declined by 24,000 tons in, the period
between tho end of December 1947 and the ond of November 1948,

Current prices of copper placo this metal out of line with competitive metals as
compared to prowar prico relationships. Thore would be considerable substitu-
tion of other metals for copper under ourrent conditions if the competitive metals
wero not also in short supply. :

It is clear, therefore, that still higher prices for copper should be avoided by
every means at our command, Since the effect of an import tax would be to raise
the price of imported copper, and therefore of all copper, this is evidently not the
time to permit a return of the exciso.

‘ '{l?l look ahead to the next 2 years, I would sssess the supply and demand factors
n this way: .

1. Domestio supply may increaseslowly if and when labor prevails.

2. Domestio demand seems likol{ to be steady. The principal consuming
industries; eleotric (inoluding publio utilitics), automotive and housing, con-
tinue at high rates of output. Further electrification of the farm, increased
uso of electrio applicances by the housewife, and increased mechanization of
minln& and manufacture all are factors tendlng to stimulate consumption,

3. If any lowering in domand by United States industry develops, the slack
should be taken up by the mounting needs of the armament and stock-piling
nrograms, .

4. Forolgn needs, particularly those of the Marshall plan countries, should
tend to increase in the period ahead. Assurances of continuous supply are
therefore more needed than ever,

To sum up, I feel that unrestricted coprer imports are needed for at least 2 years
to meet the needs of industry; to meet the stock-piling and armament programs;
to keep copper competitive with other metals; to avoid further inflationary price
inoreases; and to maintain full employment in our industry.

Since the present bill H, R. 2404 (a bill to suspend certain import taxes on
coPpor), expires March 31, 1949, 1 should like to strongly urge that your com-
mittee take favorable and prompt action on H. R. 2313, suspension of copper
exciso tax, at tho earliest possible moment,

Sincercly yours,
C. D. DaLuas,

Unitep StaTeEs INDEPENDENT TELEPHONE ASSOCIATION,
Washington 4, D. C., February 18, 1948.

Hon. Warter F. GEORaE, .

Chairman, Senate Finance Commillee,

Senate Office Building, Washington, D. C,

Drar Senator Georae: The continued suspension of the import tax on copper
as dealt with in H. R, 2313, which it is our understanding has been referred to
your committee after lm\'lnf; been acted upon favorably in the House of Repre-
sentatives, is a matter of vital concern to the independent scgment of the tele-
phone industry in the United States.

Telephone service in 11,000 urban and rural communities throughout the
United States is provided by more than 6,000 independent operating telephone
companies who are under mandate by the various State governments and the
Federal Government to provide telephone service of such quality and to such
extent as will best serve the publie interest,

Copyl)er is one of the hasic materials required for the manufacture of wire, cable,
manual and dial switchboards and associated switching equipment and many other
items needed to meet the unprecedented demands for telephone service with which
the independent telephone ecompanies are confronted.

The production of these telephone plant and equipment items Is being seriously
retarded due to the inability of independent telephone manufacturers to obtain
from their suppliers many copper containing component parts, The inability of
supplicrs to maintain their delivery schedules is due in major degree to their
inability to obtain sufficient supplies of copper,

It is the considered judgment of the United States Independent Telephone
Association that the effect of the reimposition of the tax on copper imports together
with the increasing demands being made upon domestic and foreign sources of
supply of this critical material in order to meet the requirements of the European
Cooperation Administration and the Federal Government's stock-piling program

‘
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would be such as to further seriously interfere with the ability of Independent
telephone manufacturers to meet the needs of independent operating telephone

companies, )

Tﬁ&" association recommends, therefore, that your committee give serious
consideration to the desirability of aoting favorably upon this proposed legislation
in order that Independent operating telephone companies will be better able to
dlao}mrge their responsibility for providing adequate and efficient telephotie
service,

Very truly yours, CLypE 8, BamLey,

Breculive Vice President,

The CuairmaN, We shall consider this matter further in executive

session,
(Thereupon, at 10:30 a. m., hearing in the above-entitled matter was

recessed.)
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THURSDAY, FEBRUARY 24, 1040

. UNITED STATES SENATE,
ComMITTEE ON FINANCE
Washington, D. C.

The committee met at 10 a. m., pursuant to call, in room 312,
Senate Office Building, Senator Walter F, George, chairman, presiding.

Present: Senators (reo o, Connally, Byrd, Hooy, Millikin, Taft,
Brewster, Martin, and Williams, )

. The CuairmaN. The committee will proceed. This is a continua-

tion of .the hearings on H. R. 2313, which relates to the extension of
Public Law No. 42 for a period of 2 years, as I understand it.

We will now hear from Senator Malone.

STATEMENT OF THE HONORABLE GEORGE W. MALONE, A UNITED
STATES SENATOR FROM THE STATE OF NEVADA

‘Senator MaroNe. Thank you, Mr. Chairman. ,

I want to say first'in a generaf statement that copper is in the same
category of other products involved in the general reciprocal trade
program. The three-part “free trade’” program appiies equally to
co%ger as to other American:products, X ‘

ee trade in copper, while international copper is selling at as great
or a greater price us in the United States, the tariff or the import fee
has little or 116 effect. :

But b hsvil:lg that cushion for it to drop back on, as it has many
times before and will again when world production makes it a plentiful
metal, then the cushion is there to the extent of the tariff or import
fee. It is 4 cents now, and under any flexible arransement it could be
increased or decreased as the differential of cost, due mostly ‘to the
standards of living, changed. U
.. When the prospector, who finds these mines to start with, knows
that there in no cushion and there is no protection from the low-cost

labor in Chile or the Argentine or any other South American nation .

which produces large amounts of copper, then he does not prospect
for copper, since when the world price decreases below the cost of
production in this country, there is no protection and he could not sell
a prospect or mine if he found it. -
To understand the mining business, I have come from a mining
country, you only hear of the copper mines, you do not hear of the
Krospectors who die broke, and the companies that go out of existence
ecause their stockholders either refuse to put in more money or are
" broke, and about the promoters that are trying to promote and
finance mining prospects and trying to develop & mine. I would say,
21

-»
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roughly, to give you some idea of the job in developing a mine, that

erhaps 180 or 200 prospects must be examined by an engineer to -

nd one or two that warrant a spending of investors’ money for
development. Of those 150 or 200 prospects found by prospectors,
and they are not found by engineers, on]liy one or tvo and perhaps
none will develop.into a large mine. Engineers do not discover
mines, they turn them down. But every prospector thinks he has,
of course, & bonanza, so he sells the idea to an engineer who looks at
it, and most of the time, as I have said, turns it down. .

Out of perhaps 200 of them he will recommend that a fow hundred
or a few thousand dollars be expended on one or two of them, from
stop to step, he follows it as long as he thinks it is a good bet. Then
out of the class of the one or two, perhaps one out of 50 of them make
a mine.

In other words, it is a long, laborious, expensive process to find a -
mine in this or any other country. So the people you put out of
business through Yreé trade are the people who comb the hills to find
prospects and the engineers who comb the prospects to find something
that they can spend a little money on, and then the ones who hase
put up the money to try to make a mine. ,

When there is no cushion to rest on, to stop the price going below
the cost at which you can afford to operate a mine in this country,
then the prospectors and developers will lose interest, and you have
lost the interest of the men who find the mines in the first place in
this country.

In that connection I am going to submit for the record a wire that
I have just received from.the Copper Canyon Mining Co., Robert H.
Raring, general manager. He is just one out of several men of this
type in my State who labored-day and night and stayed with a prospect
until it started to pay. There are other metals coming into his mine
now enabling him to stay in business. .

This is what he says:

Strenuously op{)ose extension duty-free copﬁer imports, Present arrangements
permit dumping foreign metals on home markets at expense of small industries
and stifles exploration and development of new mines. Instead of living off
gratuity of foreign nations for metal we should redouble efforts for development
of new mines at home. Only by such means will our Nation be free and strong
for generations ahead.

The telegram is signed “Robert Raring, manager, Copper Canyon
Mining Co.”

- There are other considerations. For example, take some of our
metals like tungsten. They have lowered the tariff from 50 cents to
38 cents a ton, and shut every tungsten mine in the United States
except one. I will point out that in the beginning of the war we were’

roducing about 45 percent of the tungsten that we used in the United

tates. Now we are producing a very small part of our domestic needs.

The important gart is not altogether the taxable property and the
employment which Senator Martin speaks of in Pennsylvania, and
which is a very important {mrt. of building up the States of this Nation,
but the national security is paramount.

It will be remembered that when they hit Pearl Harbor and cut us
off from the tungsten of the world, it left us'in a spot. China and
Burma furnish most of the world’s production and labor there is 40
to 50 cents per day. You can take our machinery there and shut
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any mine in the country on a free-trade basis because you pay $10
or $12 a day in this country,

The strategic point was that when we were cut off from China and
Burma sources of tungsten we immediately raised the price of tungsten
a few points, and within 6 months we were nearly self-sufficient in
the production of that important metal. We could have lost the war
if wo had not been in the business and able to do that.

Once you go out of the mining business and the miners scatter, you
cannot guther them together again in time to save you from any war
or other emergency; and you cannot develop & mine quickly no
matter how many prospects you have.’

The Department of the Interior has long advocated that we should
save our prospects in oil and other minerals and import what we
need, -In addition to losing the taxable property and the employment
which is very important in this country, and will become more im-
portant soon, we would lose that national safety, that national security
which is so important, because you cannot possibly get back in the-
business, once the men have been lost from this specialized field, in.
time to do any good.

I want to call your attention to one other thing which will stand an
analysis by this committee. There is a bill introduced to suspend the:
tariff on zine, and I want to show you just one thing that also applies
to copper.

You will understand that there are three or four companies that
own practically all of the copper properties in the United States, all
of the larger copper pits. My State has one of the largest copper

its in the world, there is one in Utah, one in Arizona, and one in

ontana. Of course, Chile and Africa are great producers of copper,

and ttghese same companies own & large proportion of these foreign de-
sits,

Understand that I am not talking against these companies. I
think they have done a wonderful job, and it was simply through the
laboratory work that was done by. them and their predecessors that
they were able to operate large-scale mining properties and to pro-
duce a profit on one-half of 1 percent copper. That is the way the
large copper pits were developed and it takes a large operating com-
pany to do it. I am all for them, but there are some additional
points to be considered. For example, these same companies own or
control about 80 percent of the fabricating industry in this country
and sometimes when you take this tariff off you are not benefiting the
people you believe you are beneﬁtinﬁ. t me read what they
say about zinc in a resolution passed by the Colorado Mining
Association:

The elimination of duty on zinc as contemplated under H, R. 561

and the reason I am mentioning this is because this pam«fe for
“free trade” has just begun. They will come in one or two at a time,
and it is often benefiting some certain group, and may not be benefiting
the group that you think you are u;lpu:ﬁ; And—reading from a’
resolution passed by the Colorado Mining Association—

* * * would not increase the susply of zine as the foreign price of sinc is
currently 810 per ton higher than our domestio price. Further, the current price
of sino would not he decreased by making zinc imports duty-free as the present
supply is less than the demand.
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r%‘ent the augﬂl)y of sine Qonoantu'go excoods the reduction:

the United States, e elimination of the duty on sino would result .

ted loss of &0?0,000 per year to the American taxpayer, and only
ning 00!

reward maltl‘lly;‘foro mpanies and governments,
.We em cally prove the elimination of the duty on sino. To let down

the bars for & possible increase in cost seems rather futile,

- Now, just a paragraph from a letter from Mr. Edward H. Snyder,
of the Combined Me 8 Reduction Co. in Salt Lake City:

In addition, it should be'noted that the suspension of the duty for any period
would also ereate a windfall for all of the smelters who have puroha.sed‘ orel
sino oconpentrates in bond, as the option under these bonds would immediately
be exercised to eliminate any duty on the concentrates already recéived.

" In other words, what you do then; whatever the duty is,’it is &
windfall to the companies that have imported them in bond, where the
du%has-nob been paid. - I ‘ .

-That completes my statement, except to say further that copper and
zine and every other mineral is affected e(iust. the same by the three-
phase ‘free trade’ progvam that I outlined, Mr. Chairman, and I hope
that you will carefully consider this entire matter. I intend to debate
it at further length on the floor of the Senate, because I feel that it
is:the heart of America and the only real subject before the American
people and the Oongress of the United States at this time,” There is no
other :subject: confronting. this ‘Senate so important today as this
long-range “free trade” plan to level the living standards of this
Nation -with:the-low living: wage standard countries of .the world,
instead of-holding our own wage-living standard, to the best of out’
ability, up-where 'we'can help.such foreign nations and at the same
time progress favorably in this'country, - . - - o o

.‘The CaarruaN;: Thank you very much, Senator Malone, - g
= ereupon, at 10:80 a. m., the hearing in the above-entitled matter
waso.djoumed.s o o :
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