%
STEEL IMPORTS

/7307

HEARINGS

BEFORE THE

COMMITTEE ON FINANCE
UNITED STATES SENATE

EIGHTY-NINTH CONGRESS

SECOND SESSION
ON

S. Res. 149

A RESOLUTION REQUESTING THE PRESIDENT TO CAUSE A
STUDY OF IMPORTS OF STEEL MILL PRODUCTS TO BE
UNDERTAKEN BY THE DEPARTMENT OF COMMERCE

JUNE 2 AND 3, 1966

Printed for the use of the Committee on Finance

&

U.S. GOVERNMENT PRINTING OFFICH
04-887 WASHINGTON : 1966



COMMITTEE ON FINANCE
RUSSELL B. LONG, Louisiana, Chairman

GEORGE A, SMATHERS, Florida JOHN J. WILLIAMS, Delaware
CLINTON P. ANDERSON, New Mexico FRANK CARLSON, Kansas

PAUL H. DOUGLAS, Illinois WALLACE F. BENNETT, Utah

ALBBERT GORE, Tennessee CARL T. CURTIS, Nebraska

HERMAN E. TALMADGE, Georgia THRUSTON B. MORTON, Kentucky
EUGENE J. MCCARTHY, Minnesota EVERETT MCKINLEY DIRKSEN, Illinois

VANCE HARTKR, Indiana

J. W. FULBRIGHT, Arkansas
ABRAHAM A. RIBICOFF, Connecticut
LEBE METCALF, Montana

ToM VaAIL, Chief Counael
n



CONTENTS

Page
Text of Senate Resolution 149 . o imcicccaaaea 1
Announcement of hearings on Scenate Resolution 149__________________. 2
Departmental comments on Senate Resolution 149;
Bureau of the Budget - . . .o e 2
Department of COMIMNEree.. - oo o oo oo ecceceeaan 3
Department of State. _ . iaiaaao 4
Department of the Treasury - . oo memceccmcemnn 5
Statement, of Ilon., Henry . Fowler, Secretary of the Treasury,
bcgo;e the Subeommittee on International Finance, August 18, 6
1965 . o e ecmmame e mcmmc—mm e mem———
U.S. Tariff Commission. _ . .« oo cccic e maccccc e 14
WITNESSES
Bernstein, Meyer, United Steclworkers of America__ ... _.__.__ 83, 235
Davis, W. True, Assistant Secretary of the Treasury. .. .. __.._.____ 100
Graubard, Seymour, counsel, American Institute for Imported Steel, Inc,,
accomi)anied by Kurt Orban, president, American Institute for Imported
Steel, Inc. . o oo e m——— 136
Hight, John W., executive director, Committce for a National Trade Policy. 317
Madden, Hon. fhby, a Representative in Congress from the State of Indiana. 98
Muntwyler, F. C., president, Independent Wire Drawers Association,
accompanied by James R. Sharp, counsel__ . _____ . _.__._.._._ 131
Peterson, Dean C., Iron and Steel Division, Business and Defense Services
Administration, Department of Commerce... - .. ... 16, 84
Roberts, George A., Tool and Stainless Steel Industry Committee, accom-
panied by Thomas Shannon, Washington counsel._ ... ... ._..___ 124
Roche, John P., president, American Iron & Steel Institute, accompanied by
Leo Teplow, vice president; John McAtee, counsel; and K. C. Allen,
assistant vice president. . o aacccacao. 259
Prepared statement_ . _ . .o 268
Smith, Fred B., General Counsel, Department of the Treasury, accompanied
by W. True Davis, Assistant Secretary of the Treasury; James P.
Hendrick, Deputy Assistant Secretary of the Treasury; and James
Griffin, senior economist, Office of the Assistant Secretary for Inter-
national Affairs. . .. e cmemacm—an 100
Stewart, Eugene L., general counsel, Trade Relations Council of the
United States. - . .o o e e em e mm——m———————— 295
Prﬁpared statement. . . . e iecccccacecaean 300
Stitt, Nelson A., United States-Japan Trade Council, accompanied by
John A. Kennedy, Jr., attorney . . . . oo 210
Strackbeixll; (ﬁ R., chairman, The Nationwide Committee on Import-Ex- 311
port Policy . - e aiecem e maaa
Trowbridge, Alexander B., Assistart Secretary of Commerce for Domestin
and International Business, accompanied by Seth Bodner, Office of the
General Counsel, and Dean C. Peterson, Iron and Steel Division, Business
and Defense Services Administration. .- .. . _.__.. 16, 84
Weiss, Harry, Deputy Assistant Sceretary for International Affairs, Depart-
ment of Labor, accompanied by Robert Schwenger and Marvin Fooks,
international trade staff . . . L ceeaceanaaa 82,1 9



v CONTENTS

COMMUNICATIONS

A.P. Green Refractories Co., letter of W. S. Lowe, to Senator Vance Hartke._
American Allsafe Co., Inc., letter of Norman J. Taylor, president, to
Senator Vance Hartke. ... . eoo..
Committee for National Trade Policy, letter of John W. Ilight, exccutive
director, to Senator Vance Hartke. .. ______ . _________ . __._._.._
Consolidation Coal Co., Inc., letter of G. A. Shoecmaker, president, to
Senator Vance Hartke. ... .o e
Falcon Foundry Co., letter of Ralph W. Skerrott, Jr., president and gencral
manager, to Senator Vanee Hartke. - oo _____.___
Fine & Specialty Wire Manufacturers’ Association, statement of J. A.
Mogle, chairman, tariff conunittee. ... ______..____.
Florida Wire Products Corp., letter of J. A. Reagan, vice president, to the
commMittee. e
[fanna Furnace Corp., statement of A. J. Macdonald, president ... __.
Isamco Wire Produets, Inec., letter of H. I, Daily, to Senator Vanee Hartke.
Italy-America Chamber of Commerce, Inc., statement. . ... .. __.__._.
Jones & Laughlin Steel Corp:
Letter of Herbert Johnson to the chairman. .. ________ ...
Letter of Charles M. Beeghly to the chaivman_ .o .. __________
McCarthy, Hon. Richard D., a Representative in Congress from the State
of New York, statement of . .. oot c e amn
National Council of American Importers, Inc., letter of Gerald O’Brien,
executive vice president, to the chairman_ .. ______.___._
National Standard Co., statement of W. D, Peace, vice president. ... __ ..
Roblin Steel Corp., letter of Danicl A. Roblin, to the chairman_________._
Ro}«ihes&er & Pittsburgh Coal Co., letter of C. J. Potter, to Senator Vance
ALK e mccaccacacmecmec o
Southwest Wire Products Corp., lotter of W. C. Green, vice president, to
the committee. . . L e decc e
The E. W. Bliss Co., letter of Carl E. A. Anderson, chairman and president,
to Senator Vance Hartke. .. _.____ e e m e —————
West Coast Metal Iimporters Association, Inc., letter of Al Perrish, chair-
man of the board of directors, to the chairman. ... .. . _______._

Actil ADDITIONAL INFORMATION
rticles:
“Fowler Warns of Impors Ballooning,’”” Washington Post, May 4,

.......................................................

9
“Protectionism in Disguise: Some Questions and Answers on the
Proposed Amendments to the Anti-Dumping Aect,” United States-
Japan Trade Council, February 1966 . ... . oo ..
“Steel Tmports Being Watched,” Loudon Financial Times_._.___._.
“Steel Prices Dip Sharply on Continent,’”” Journal of Cowmmeree,
November 17, 1965 _ .. o ieeeeos
“Steel Slump [lits FEuropeans Again—iuxcess Capacity Weakens
Prices—Mergers Rise in gmncc and Germany,” New York Times,
February 14, 1966 _ . . o e e am
“The World Battle for Steel,” Business Week, June 4, 1966
“To Avoid Criticisms—Japan Steel Industry Regulating Ilxport
Flow,” Journal of Commeree, June 3, 1966 .. _ ... ___ .. _.._.
“We%t. Germany Proposes Steel Cartels,” London Times, May 24,
6

Report: _TTTTTToTTTTTmmTTonTommmmmmmmommmmmmmes
“United States Antidumping Policy—At Present and as Proposed by

ghc {I(irloug-llartke Bill,” to the American Institute for Imported

teel, Inceo o e amcc————

Page
340

342
334
341
340
285
335
290
339
335

337
338

330
333
288
334
341
333
342
332

112
144
219
342
229
141
247
258
244

147



STEEL IMPORTS

THURSDAY, JUNE 2, 1966

1U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursnant to recess, at 10 a.m., in room 2221, New
Senate Office Building, Senator Russell B. Long (chairman) presid-
ing.

Tresent : Senators Long, Anderson, Douglas, Hartke, Williams, and
Bennett.

Also present: Tom Vail, chief counsel.

The Cizamrman. This hearing will come to order.

This hearing has been called for the purpose of receiving testimony
on Senate Resolution 149. This resolution was introduced by the
Senator from Indiana, Mr. Hartke, who will be here shortly. It
would request the President to call for a study to be made on the im-
pact. of steel imports on our economy. Particular reference has been
made in the study to the question of dumping of steel mill products in
this country, the products of the steel industry, together with em-
ployment income and tax revenues generated by this industry, and
the effect of imports on our balance of payments and on our voluntary
restrictions on foreign investments,

At this point, without objection, a copy of the Senate Resolution 149,
and the press announcement of the hearing will be made a part of
the record.

(S. Res. 149 and accompanying announcement follow :)

[S. Res, 149, 89th Cong., 1st sess.]

Whereas imports of foreign steel mill products have increased from three
million one hundred sixty-three thousand two hundred and thirty-three tons in
1901 to six million four hundred thirty-nine thousand five hundred and eight
tons in 1964 and are currently running at an annual rate of nearly ten million
tons; and

Whereas, with the exception of Canada, South America, Sweden, and Australia,
all foreign suppliers of steel mill products have increased their shipments, at
annual rates, to the United States during the first half of 1963 over the rates
recorded in 1964 ; and

Whereas, in the first six months of 1063, steel mill product !mports from
France, Italy, and the Netherlands actually exceeded imports of steel mill
products from these nations for the entire twelve months of 1064: and

Whereas, at current steel prices and at the current annual rate of steel mill
produet imports, such fmports will amount to a drain on the United States bal-
ance of payments of more than $1.25 billion in 1965 ; and

Whereas economic contraction and rigsing unemployment in Great Britain
and France threaten to divert inereasing quantities of steel mill products to
the United States as prices below Utined States market prices; and

Whereas, despite the inereasing profits of the steel industry of the United
States during the current year, the rapid inercases in both the absolute volume

1



2 STEEL IMPORTS

and the rate of increase of imports of steel mill produets will, if present trends
continue, pose a serious threat to the profitability of the steel industry and to the
employment, income, and tax revenues generated by the steel industry: Now,
therefore, be it

Resolved, That the President is requested to cause a study of iinports of steel
mill products to be nundertaken by {he Department of Commerce,
utilizing other appropriate Federal agencies, with particular respect to (1) the
possibility of unfair, below-cost pricing of steel mill product imports to the
United States; (2) the impact of rapidly increasing imports of steel mill products
upon the profitability of the domestic steel industry and the employment, in-
come, and tax revenues generated by that industry; (3) the impact of such
imports upon the maintenance of equilibrium in the balance of international pay-
ments of the United States; and (4) the effect of efforts of the Government to
restrict the outflow of private capital upon the demand for steel products in for-
eign countries affected thereby.

CHAIRMAN Russerl B, Long (D., LaA,), COMMITTEE ON FINANCE, ANNOUNCES
HEARING ON STEEL IMPORTS

Russell B. Long, Chairman of the Committee on Finance, announced today that
the Committee would hold a hearing (beginning at 10 AM.) on Thursday, June
2, 1966, with respect to S. Res. 149. This resolution would request the President
to cause a study to be made by the Department of Commerce into the impact on
our economy of steel imports,

Persons desiring to be heard should submit requests to Tom Vail, Chief
Counsel, Committee on Finance, not later than Tuesday, May 31, 1966. Those
with similar interests are urged to designate a single spokesman to present their
testimony.

Because of the large number of witnesses expected to testify, it will be neces-
sary to sharply limit oral presentation. Written views supplementing the oral
testimony will be accepted for inclusion in the record. In order to conserve the
time of the Committee, the Committee will be pleased to receive from any inter-
ested person a written statement in lieu of personal appearance. These state-
ments will be printed in the hearing and will be given the same full consideration
as if they had been delivered orally.

All statements should include a summary sheet and subject headings.

A witness list will be announced on Tuesday, May 31.

(Agency comments on S. Res. 149 fcllow:)

EXECUTIVE QFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,
Washington, D.C., October 18, 1965.
Hon. HARrY F. Byrp,
Chairman, Committee on Finance, U.S. Senete, New Senate Office Building,
Washington, D.C.

DeAr Mr. CHAIRMAN: This refers to your letter of September 29, 1963, re-
questing the views of this office with respect to S. Res. 149, a resolution “Request-
ing the President to cause a study of imports of steel mill products to be under-
taken by the Department of Commerce.”

It enacted, this resolution would have the effect of putting the Senate on record
ag favoring a study concentrated on certain specified and limited effects of steel
imports.

While such an expression of Senate views is, of course, a matter of Senate
prerogative, we believe the resolntion is unnecessary and that it may have unde-
sirable consequences. Existing law already provides for broad studies of im-
ports which are alleged to have injurious effects on domestic producers. The
statutory authorities available for this purpose are detailed in the reports which
the various agencles are submitting to your committee on the resolution. Be-
vond these specific authorities, the Iixecutive Branch, of course, can study the
effects of particular imports whenever circumstances require, In fact, this is being
done on a continuing basis in connection with our balance of payments,

With respect to possible undesirable consequences, the resolution calls for the
study to be made by the Secretary of Commerce, even though his department is
only one of several agencies with competence and experience in this field. More
importantly, the resolution would put the Senate on record as favoring a steel
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import study singling out selective aspects of the effect of such imports. Possible
adverse results of such a study are disecussed in several agency reports on the
resolution. We hope the Senate would not wish to endorse a study made under
such strictures.

Accordingly, the Bureau of the Budget recommends 8. Res. 149 not be adopted.
If a study of the effect of steel imports is needed, we believe it can and should
be made by the Ixecutive Branch in a broader context and without the need for
action by the Senate or the Congress.

Sincerely yours,
PuILip S. HUGHES,
Agsistant Director for Legislative Reference.

GENERAL COUNSEL OF THE DEPARTMENT OF COMMERCE,
Washington, D.C., October 18, 1965,
Hon, HarrY F. BYRD,
Cheirman, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR MR, CHAIRMAN : This is in further reply to your request for the views of
this Department with respect to Senate Resolution 149, a resolution requesting
the President to cause a study of imports of steel mill products to be undertaken
by the Department of Commerce,

Citing the increased imports of steel mill products, the resolution, if adopted,
would place the Senate on record as requesting the President to have the Depart-
ment of Commerce, utilizing other appropriate Federal agencies, study steel mill
imports with particular respeet to: (1) the possibility of unfair, below-cost
pricing of steel mill product imports to the United States; (2) the impact of
rapidly increasing imports of steel mill products upon the profitability of the
domestic steel industry and the employment, income, and tax revenues generated
by that industry; (3) the impact of such imports upon the maintenance of equi-
librium in the balance of international payments of the United States; and (4)
the effect of efforts of the Government to restrict the outflow of private capital
upon the demand for steel products in foreign countries affected thereby. In
effect the study would be concentrated on three areas—dumping, the impact of
imports on the domestic industry, and balance of payments.

Existing antidumping laws and regulations provide a mechanism for investi-
gating all complaints of unfair below-cost pricing of imports. They also provide
remedies to protect domestic producers, including the steel industry, from injury
resulting from such pricing practices. The Treasury Department and the
Tariff Commission administer these provisions. In addition the provisions of the
Tariff Act of 1930 and the Trade Expansion Act of 1962 provide adequate au-
thority for study by the Tariff Commission of the impact of imports on a domes-
tie industry.

This Department is concerned about “ue growing imbalance in the U.S. trade
of steel mill products even though this imbalance must be viewed in the context
of our favorable overall balance of trade. The growth in imports of steel mill
products indicates an improvement in the competitive position of foreign steel
producers in their own markets as well as in export markets. Baut, competition
from foreign producers is not an unforeseen development. U.S. tax, economic
growth and trade promotion policies recognize that other countries are becoming
more formidable competitors. These policies are intended to help U.S. industry
meet the challenge of such increased competition. The steel industry itself,
through programs of plant modernization and market research and development,
is attempting to broaden its competitive base, both in traditional steel markets
and in other markets in which it competes with other materials.

Perhaps the basic question involved in such a study of United States steel
imports would be the extent to which producers in Japan and the Common
Market countries will try to increase their penctration of steel markets in the
United States. Iorcign producers’ policies and actions will depend upon such
factors as thelr expansion plans in specific steel products and their costs of
production. The hard core of the facts needed—those on foreign and domestic
products costs—are invariably held in confidence and probably would not be
supplied voluntarily.

For the above reasons this Department feels that a study of the kind called for
under S. Res. 149 may be of doubtful value. Nevertheless, should a study of the
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effect of steel imports be considered desirable, we stand ready to work with
other agencies in carrying it out.

‘We have been advised by the Bureau of the Budget that there would be no
objection to the submission of our report from the standpoint of the Administra-
tion's program.

Sincerely,
RoBerT E. GILES,
General Counscel.

DEPARTMENT OF STATE,
Washington, D.C., October 18, 1965.
Hon. ITarry ¥, BYRp,
Chairman, Committee on Finance,
U.8S. Senate.

Dear Mr. CHAIRMAN ; This is in reply to your letter of September 29 asking
for the Department of State’s comments on Senate Resolution 149, The pro-
posed resolution seeks to put the Senate on record as requesting the President
to cause the Department of Commerce to undertake a study primarily concerned
with: (1)possible unfair below cost pricing of steel imports; (2) the impact of
increasing imports on the domestie industry: (3) the impact of imports upon
the United States balance of payments: and (4) the effect of Government efforts
to restrict the outflow of private capital on the flow of imports.

The Department of State has been closely following developments in interna-
tional trade in steel and is of course concerned with the international competi-
tive position of the United States steel industry. In frequent meetings with
this industry we have had opportunity to explore its problems. It seems clear
that the industry’s competitive position in the world is affected by a number
of factors, including pricing policies, technological ehange and investment, com-
petition from other materiais, and o on. The Department considers that all of
these considerations would need to be examined in depih in order to deal fully
with the subject of imports of' steel products.

As the Committee knows, specific subjects covered by Senate Resolution 149
fall within the responsibilities of a number of Government agencies, most par-
ticularly the Department of the Treasury, which has a primary concern both for
below cost pricing of steel imports and for the balance of payments. While the
Department of State would defer to the Treasury on these matters, it neverthe-
less wishes to express its doubts as to the wisdom of a study of the effect on the
balance of payments of steel imports, or for that matter imports in any individ-
ual industry or commodity sector,

The United States has the largest trade surplus of any country in the world,
and in absolute terms the largest in history. This surplus not only is a major
element in our balance of payments hut it contributes directly to profits for
American industry and employment for American labor. We frequently en-
counter expressions of concern from other countries about the size of the United
States trade surplus, both in its totality and in individual items. It would be
greatly to our disadvantage to appear to give credibility to the conceptof balane-
ing trade by industry or commodity sectors, since such a concept undoubtedly
could and would be seized npon by other countries to justify restrictive action
against United States exports,

A second subject covered by the resolution is “unfair, below-cost pricing” of
imports. In the Antidumping Act of 1921 the Congress has provided that sole
responsibility for investigating such complaints rests in the Department of the
Treasury. The Treasury has made numerous investigations of instances in
which sales at less than fair value have been alleged. Where such complaints
have been found to be valid it has sent the cases to the Tariff Commission for
a judgment as to whether a domestic industry was being injured by such sales,
Any industry which claims that there is “unfair, below-cost pricing” of imports
should present its case to the Department of the Treasury.

Under the Trade Expansion Act of 1962 and previous legislation, the Congress
has given the United States Tariff Commission primary responsibility for in-
vestigating claims regarding the effect of increased imports on a domestic in-
dustry. Tt is to this body that an industry should turn if it secks an escape
clause or other type of investigation regarding the effects of imports.

For the above reasons, the Department of State has serious reservations
concerning the study proposed by Senate Resolution 149. If, however, it is con-
sidered desirable to undertake an examination of the international competitive
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position of the United States steel industry, the Department considers that the
several Executive Branch agencies concerned should conduct such an examination
under terms of reference that would include so far as possible all relevant con-
siderations,

The Bureau of the Budget advises that from the standpoint of the Adminis-
tration’s program there is no objection to the submission of this report,

Sincerely yours,
Doucras MACARTHUR 11,
Assistant Sceretary for Congressional Relations,

TIHE SECRETARY OF THE TREASURY,
Washington, D.C., October 14, 1965.
Hon. HArrY F. BYRbD,
Chairman, Committce on Finance,
U.S. Senate,
Washington, D.C.

My DeAR Mr. CHAIRMAN: I appreciate the opportunity to comment on the
proposed S. Res. 149, which would request the President to cause the Depart-
ment of Commerce to undertake a study of imports of steel mill products.

I readily agree that a study of the steel industry and the import situatioun is
desirable if my colleagues in the other interested Departments of the Execurive
Branch feel that there are important gaps in their information on the situation
in the steel industry. However, I do not believe that a resolution is necessury
to accomplish that purpose. Your Committee could, of course, request the
Tariff Commission to make such a study, or I am certain that the Department of
Commerce would also be willing to undertake such a study at your request. 13y
adhering to these established procedures, it would be possible to avoid the risk
that a Senate resolution on steel imports could be misinterpreted as to motivation
by the outside world with whom we do enjoy a strong over-all trade surplus. [t
is highly desirable to avoid a risk of interpretation abroad that the basis for a
restriction on steel imports is being established.

I should also like to comment briefly on the operative sections of the proposedl
resolution. As regards point (1), I would note particularly that the Treasury
Department’s experience has shown United States steel producers to be gen-
erally very well informed on the pricing of steel imports; certainly they have
not hesitated to file complaints with the Bureau of Customs under the Anti-
dumping Act when they believe that there are sales of imported steel products
below fair value, Treasury is now processing one such case and is fully prepared
to undertake the processing of other cases on receipt of information that there
may be such sales. Its own records and information available do not at this
point indicate that there are such sales and, therefore, in the absence of a
specific industry complaint, no other investigation under the Antidumping Act
is presently being instituted.

As regards point (2), relating to the impact of imports, a question is raised of
possible injury to the industry. It is my understanding that the study proposed
could be undertaken in accordance with the well-established procedures provided
by the Tariff Act and Trade Expansion Act.

I am, of course, interested in the question raised by point (8), relating to the
impact of steel imports on the balunce of payments. This, along with other
important imports and exports, are matters *hat are under continuing review
and deserve continued close scrutiny. I should perhaps note on the levels of
steel imports cited in the resolution that a large part of this increase seemed to
be related to anticipatory buying prior to the settlement of the threatened steel
strike. There has been, of course, some increase in imports generally, which
points both to the need for every improved export performance and the main-
tenance of a strong internationally competitive economy anl wage and price
stability.

Finally, with respect to point (4) of the resolution, I would ).ke to draw atten-
tion to pages 24 to 30 of the statement Secretary Ifowler mase before the Sub-
committee on International Finance of the Senate Banking rad Currency Com-
mittee, which spelled out in some detail the basis for his contiction that our bul-
ance of payments program is not responsible for any slowing down in econuvmic
activity abroad. See copy attached. The monetary actions of tiose countries are
af the center of their performance standards; if those authorities deem it appro-



6 STEEL IMPORTS

priate to encourage greater expansion, the tools are readily at hand to them.
Developments in thig area are continually under review and you may be assured
will continue to receive our closest attention.
‘With best wishes,
Sincerely,
Josera W. BAR,
Acting Sceretary of the Treasury.

STATEMENT BY THE HONORABLE HENRY H, FOWLER, SECRETARY OF THE TREASURY,
oN THE U.S. BALANCE OF PAYMENTS, BEFORE THE SUBCOMMITTEE ON INTERNA-
TIONAL FINANCE OF THE SENATE BANKING AND CURRENCY COMMITTEE, AUGUST
18, 1965

I. INTRODUCTION AND SUMMARY

I appreciate the opportunity to consider with this distinguishied Committee the
international financial position of the United States,

Since the crisis affecting the British pound last fall, the return to a very heavy
rate of deficit in U.S. payments in late 1964 and early 1965, and the inception of
President Johnson’s balance of payments program last February, there has been
increased interest in, and discussion of, international financial developments,
These hearings are a valuable part of the national and international discussion
of issues and exchange of opinion now going on in the search for means to im-
prove the workings of the international monetary system.

The international financial position of the United States is one of the important
elements of this problem. The principal aim of my testimony to you today is
to place that element of the problem in perspective, because a lack of perspec-
tive has characterized much recent comment. I shall try to do so by discussions
of the following topics, arriving at conclusions which I have summarized below
the topic headings:

The workings of the U.S. balance of paymcents program, and what can pru-
dently be concluded about results thus far—~—The results are good, and en-
couraging. We achieved a small surplus in our payments in the second quarter
of this year. But the period of surplus is too short, and too many special
factors contributed to it to justify more than the conclusion that: there is every
reason to think we are on the right track, but that continued effoits on all fronts
will be essential to yield sustained success.

The relationship of the United Slates balance of payments program to world
liquidity and to the economies of other countries—There is no evidence that the
efforts of the United States to bring about an equilibrium in its transactions with
the rest of the world, after many years of deficits, is having harinful effects on
world trade or ligquidity ; on the contrary, any tendency of the economies of our
trading partners to slow down is due to the conscious decision of their own
financial and monetary authorities to avoid or diminish inflationary pressures
by domestic restraints, and finally, by protecting the stability of the dollar as the
principal world reserve currency, our balance of payments program—far from
reducing liquidity—is a principal element in preserving existing liquidity. The
benefits to the United States, and to every other national economy of maintaining
confidence in the dollar are so great as to make confidence in the dollar the
goal of highest priority—and equilibrium in our balance of payments is essential
to that confidence.

The objectives of the United States in the development of an improved and
strengthened world international finance systenm.—1It is our objective to maintain
the liquidity in the Free World monetary system provided by $27 billion in the
official reserves and private holdings of foreigners, supported by the strength
of the United States economy and secured by healthy economic growth at home
and equilibriumn in our payments abroad. At the same time, we seek in cooperi-
tion with other friendly nations to find the means to ensure against any future
shortfall in the world’s money supply, hitherto provided by our deficits.

Let me add, before I proceed to these topics, two comments that are indispen-
anble, but often overlooked, background to all other elements of our discussion.
These are, the great underlying strength of the dollar, and. the scope and char-
acter of the United States approach to the solution of its balance of payments
problem.
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Basiv Strength of the Dollar

Our balance of payments difficulties are a curable ailment of a very sound
economic body. The United States economy and its agent, the dollar, are over-
whelmingly strong, at home and abroad. We have in this strength the means
to cure the ailment without harm to ourselves and others. But since it is so
easy to lose sight of this basic strength in discussion of the balance of payments
problem, let me go over the principal facts.

Our productive output is enormous and growing, and our foreign trade surplus
is far larger than that of any other country. Our international competitive
position is benefitting from sustained cost and price stability relative to other
countries, This productive potential and price stability make the dollar the
strongest, and the most widely used, currency in the world; it is the only cur-
rency freely convertible into gold by foreign governments and central banks.
The dollar is backed by the world’s largest reserves of gold and is also backed
by a large and growing excess of our total assets and claims abroad over our
liabilities of all kinds to foreigners. Our official and private holdings of invest-
ment assets and other claims on foreigners totalled roughly $100 billion at the
end of 1964, exceeding the total of foreign claims on us by some $40 billion.
Our private international assets, which exclude all U.S. Government claims
on foreigners, exceeded foreign claims on the United States by almost $20 billion,
compared to $9 billion at the end of 1961.

The scope and character of the U. 8. Progran.

The great fundamental strength of the dollar allows the United States to
approach its balance of payments problem in a manner that is at the same time
measured and determined. It is measured, because we recognize the damsage
that could be done by hasty and ill-conceived action to shut off the flow of capital
and trade to the weaker countries, to straightjacket the dollar in tight controls,
or to impair the growth of our own economy. It is determined because we rec-
oguized that the strength of the dollar could be eroded away, and with it the
underpinnings of the monetary system that has served us so well and upon
which we must build in the future,

Our effort is consequently a broad one. It involves many interrelated programs
which, in turn, require participation and support by many departments and
agencies of Government, and the understanding and cooperation of business,
labor and finance.

The role of Congress in this broad-ranging effort has been and remains a sig-
nificant one,

Legislation tightening the exemption from duty enjoyed by returning residents
has become law. The Bill providing an ezemption from the anti-trust laws to the
bankers who have been cooperating so effectively with us in the voluntary pro-
gram has passed both Houses. The proposal to extend the scope and duration of
the Interest Equalization T'ax has been favorably acted upon by the House of
Representatives and Senate action is pending. Hearings have been held by the
House Ways and Means Committee on the Bill designed to remove certain tax
obstacles to foreign portfolio investment in the United States.

The voluntary programs that Secretary Connor and Governor Robertson have
described before this Committee and the legislative action which you have heen
taking in this session are important links in the chain of defenses we are building
for the dollar. While I will not discuss them in detail today, it is important
to remember that there are other links as well. In outlining the ten-point pro-
gram on February 10, the President emphasized that we must continue to mini-
mize the foreign exchange costs of our defense and aid programs; narrow our
tourist gap by encouraging our friends from abroad as well as our citizens to
see the U.S.A.; and to redouble our efforts to promote exports and thus earn
more trade dollars.

Within the Ixecutive Branch, our balance of payments program is fully coordi-
nated at the Cabinet level. Our formal channel and organized forum for doing
this is the Cabinet Committee on Balance of Payments, under my chairmanship,
which includes as regular members—

Secretary of Defense McNamara

Secretary of Commerce Connor

Under Secretary of State Ball

Administrator of AID Bell

Specinl Representative for Trade Negotiations Herter
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Budget Director Schultze

Council of Economic Advisers Chairman Ackley

Mr. Bundy, The White House

. Both Chairman Martin of the Federal Reserve Board and the Export Expan-

sion Coordinator, Mr. Goldy, have participated actively and frequently in the
Committee’s work. The heads of other departments and agencies concerned
with particular subjects which may come before the Committee are included, as
appropriate.

This Committee meets at frequent intervals, providing us at the Cabinet level
with an opportunity for full discussion of what has been attempted and achieved,
as well as an opportunity to thrash out any differences we may have. The
Committee reviews the program in over-all terms, and it appraises the program
from both the short and the longer-term outlook. It examines the problem and
the program in the light of world developments and needs as well as in the light
of our own objectives. J¥rom time to time it reports to the President on these
matters.

The work of this Cabinet-level Committee is supported—and its coordinati’.
role in carrying out our over-all payments program is further extended au.
supplemented—by an Executive Committee of the same agencies, meeting at the
Assistant Secretary level.

II. ASSESSMENT OF THE UNITED STATES BALANCE OF PAYMENTS PROGRAM

As figures for the balance of our international payments for both the first and
the second quarter of this year have appeared since my predecessor testified be-
fore this Committee last March, I will review these developments very briefly.

The first half of 1965

In the first quarter of this year we had a deficit on a regular transactions basis
of $756 million, after adjustment for seasonal factors. In part, this deficit re-
sulted from a sharp reduction in our earnings from trade due to a dock workers
strike extending from mid-January through late February. This work stoppage
cut our export: much more than our imports. In part also, the first quarter
resul: was influenced by an exceptionally large outflow of funds from banks and
others in the esriy weeks of the year. Large as the deficit was in the first quarter
of 1965, however, it was sharply below the deficit in the final quarter of 1964.
As the first quarter ended signs were beginning to appear that the new program
was taking hold.

In the second quarter, according to the preliminary figures that have just be-
come available, we had a surplus amounting to some $132 million, on a regular
transactions basis.

Among the scarce supporting data for the second quarter are figures on the flow
of bank credit abroad. In the first quarter there was an outflow of $438 million
from banks. In the second quarter there was a net inflow of dollars to the
U.S, amounting to $368 million. These numbers can be taken as a good measure
of the key role of changes in bank credits to foreigners in our recent balance of
payments results.

We do not yet have similar data on the flow of direct investment funds, remit-
tances of foreign investment income, and the like, needed to assess the contribu-
tion of non-financial business firms participating in the President’s program for
voluntary restraint of dollar flows abroad. Such incomplete data as we have,
indicate, however, that in the second quarter business firms have continued the
repatriation of deposits and of other short-term funds held abroad that began
in Feburary and March.

New foreign-security issues were somewhat larger in the second quarter than
the first—largely reflecting heavy borrowing by Canada in our market—bringing
the first-half total of such issues roughly in line with 1964 levels. Transactions
in outstanding foreign securities continued in this quarter—as they have cver
since the announcement of the Interest Equalization Tax in mid-1963—to show
a moderate capital reflow, through net liquidation of such holdings by Americans,

We know too from data now available that the resumption of exports follow-
ing the end of the dock strike in February also contributed to the improvement of
our bhalance of payments in the second quarter.

I would add that, in reviewing these second quarter results, it is equally im-
portant te keep our continued gold losses in mind. While the outflow of gold
slowed somewhat, the plain fact is that official foreign holders of dollars during
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the second guarter preferred to cash in for gold some 300 miillion of those
dollars—dollars that can be invested to earn 4 percent or more, The effect was
to diminish both our reserves and Free World liguidity in the same amount.
This flow of gold to central banks does not include some $239 million of gold
payvments to the International Monetary Fund to cover our increased quota in
IME,

Special factors that must be taken into account

Scarcely one of these results for the first and the second quarters of this year
can be accepted at face value in assessing the results of our balance of payments
programs thus far.

First of all, the time period is short: we have reports for only four full
months—March, April, May and June-—affected by the President’s balance of
payments program announced IFebruary 10. This is simply too short a period
on which to rest much analytical weight.

Second, the surplus we can report, for the second quarter, is very thin—only
$132 million. In a caleulus involving $80 billion in transactions in a single year,
and in a situation in which we have had deficits in every one of the 28 quarters
of the past 7 years, averaging almost $900 million per quarter, we could not take
a surplus of this size, in one quarter only—even if its significance was not ob-
scured by factors special to the quarter—as being more than an encouraging
invitation to press on with our efforts,

The facts, however, are that the second quarter success is exceptionally quali-
fied by obscuring special factors. Some are temporary influences. These include
the distorting effects upon trade of the dock strike in the first quarter, which
shifted something like a net $300 million of exports that otherwise would have
been registered earlier into the accounts for the second three months of the year.
Similarly, some part of the outflow of long term bank loans and of corporate
deposits of liquid funds abrnad immediately preceding the President’s program
presumably would otherwis: have been made in the second quarter. This
development thus made the first quarter deficit larger while it fortuitously
improved second quarter performance,

It should also be borne in mind that a part of that improvement in our pay-
ments situation which is attributable to the cooperative effort of our banks and
business firms has been of a one-time, non-recurrent character,

Thus. the reflow in bank credit that I discussed earlier is not likely to be
repeated—at least to the same extent, for there is now room under the Federal
Reserve Guidelines for a modest increase in credit to foreigners.

Available evidence also indicates that the quickest and largest effect so far of
the guidelines suggested to business firms by the Commerce Department has
been the substantial return to this country of liquid balances held in foreign banks
and money markets in excess of necessary operating requirements. It seems only
prudent to assume that the great bulk of the balance of payments benefits to be
expected from this particular aspect of the voluntary cooperation program has
also already been achieved.

Taking account of these temporary distortions, it might very well be more
accurate, and more prudent, to measure the extent of our apparent progress
so far on the basis of our payments position during the first half of this year as
a whole. We have a first half deficit at an annual rate of $1.2 billion. While
this is indeed a very considerable improvement, it nevertheless leaves us still
far to go before we can be confident that we are approaching conditions in
which we could look ahead to sustained equilibrium in our international pay-
ments.

Looking ahead

This analysis of the factors at work in the first two quarters of the year
gives no assurance that we will not be in deficit in the second half of the year.

Irurther, there are other influences that will count against us in the rest of
the year. Record numbers of American tourists are now spending large amounts
of dollars abroad.

In the Government area, the step-up in our participation in Vietnam will in-
evitably result in some balance of payments cost, although that cost need
not be so large as to throw us off course. And, our imports have been rising
rapidly while our exports over the first half as a whole, have failed to keep
pace.
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Taking all of this together, it is patent that we could not afford at this time
to {,(lelax any feature of our program for overcoming our balance of payments
problem.

Let me note in concluding this review that the results are not significantly
chggged whether they are viewed on the regular transactions bagis which I have
used and wlill uge in the remainder of my remarks, or whether we view them
on the official settlements basls recommended by the Review Committee for
Balance of Payments Statistics led by Dr, Edward Bernstein.

On the official settlements basis the first quarter would show a seasonally
adjusted net deficit of approximately $750 million., In the second quarter
there would continue to be a smfill surplus, of about $280 million, The spread
Is not larger, contrasting to quite large differences in the past, particularly in
the second half of 1084, because private dollar holdings abroad that normally
account for the largest difference between the two measures have in recent
months shown no change or a moderate decline, after seasonal adjustment.

III. THE UNITED BTATES BALANCE OF PAYMENTS PROGRAM AND THE ADEQUACY
OF WORLD LIQUIDITY

thI (tixdl(llress myself hereto three widely divergent views about the future of
e dollar:

First, that the United States might fail to solve its balance of payments
problem, continue to run large deficits, eventually exhaust the world’s confidence
in the dollar and create a confidence crisis that would lead to a run on gold,
deplete our gold stock and dry up existing liquidity.

Seoond, that even the tentative and partial success the United States i# having
in bringing its international payments into equilibrium, and similar further
progress, is capable of putting a restraining hand on economic growth and of
setting off a world deflationary spiral.

Third, that following upon sustained United States success in righting its
payments position, the world money supply will become inadequate to the con-
duct of the world’s business, leading to retardation of economic growth and
world depression.

Clearly, all three of these views cannot be correct. The truth is that the
first two are extreme and overdrawn, and diametrically opposed. The third
may be realistic with respect to some time in the future, and I will discuss in
the concluding section of this testimony the steps we are taking to address our
international monetary policy to this possibility. )

Let me examine a few of the basic facts bearing on these issues.

The only fact or set of facts relevant to the first speculation—what would
follow if the United States failed to maintain confidence in the dollar by failing
to bring its international payments into equilibrium—is that our program for
balancing our payments is one of the United States government's most firmly
held, extensive and active policies, for which the President of the United States
has obtained the vigorous support of the nation’s business and financial com-
munity, and to the successful accomplishment of which the entire relevant
apparatus of the United States government is directed. As has been previously
stated, we have good news from this front, indicating that we are on the
right track. We are not going to get off it, anymore than we are going to be
deluded by preliminary and tentative gains into thinking the battle has been
won. And, finally, not only are we determined to restore and sustain equilib-
rluén. we have the advatage of enormous underlying economic strength to help
us do 80.

Let me turn to the facts bearing upon the second—and even, in most respects,
the third—-of the above gpeculations.

First is the fact that the demand for liquldity takes many forms satisfled in
many different ways, according—to cite a few cases—to whether official or
private  funds are concerned, whether funds are needed to finance deficlts in
international payments, or whether funds are needed to transact international
trade, or to finance domestic growth. Omnibus statements that world liguidity
will become inadequate have little meaning in the face of this variety of needs
and the variety of ways in which they can be met.

Next come the facts about what is currently happening to the supply of funds
in the world. In the first six months of this year official reserves declined very -
slightly : by some $300 million, or by about half of one percent. What needs
to be emphasized here is the fact that this did not result from the United States

-
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balance of payments program. It resulted, instead and quite on the contrary,
from the snuffing out of part of the world’'s money supply through the exchange of
monetary reserves—chiefly dollars—for U.8. gold, by other countries.

The further fact about this small drop in world liquldity is that it is the net
of a process, again involving gold transactions, through which United States
liquidity was reduced by some $900 million while funds avallable to other coun-
tries 70sc by $600 million. Very clearly, the current success of the United
States in dealing with its balance of payments problem Is not causing world
lHquidity to decline,

And—let me give this strong emphasis—what these figurcs dring out most
sharply 18 the fact that failrre by the United States to dry up its international
defiolts would be almost certaln to lead to a serious drop in international lquid-
11y, beoause loss of confidence In the dollar would accelerate conversions of dol-
lare into gold at the ewpense initially of our own rescrves, but subsequently at
the ewxpense of every country with a stake in effeotive monetary arrangements.

We can, and I think we should, state this otherwise and positively : the United
States program for bringing its international paynients into equilibrium is the
best guarantee the world has of continted adequate liquidity. F¥ailure to take
this course to protect the world’s prineipal reserve currency would be the quick-
est route to a depleted world supply of funds, and to economie contraction.

Let us look briefly at an indlcator of liquidity, the supply of and demand for
Furo-dollars, dollard .that are in use in foreign countries. The interest rates
that must be paid to borrow Eurg.deHarsgtve-us.a reasonably good picture of the
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trles,—broadly characterized by strong reserve positions and brisk domestic
economic actlvity amidst varying degrees of inflationary pressure—there is no
basis for any conclusion except that the tools and resources are at hand to
strengthen domestic demand, when and It they consider it appropriate to do so.

With respect to three countries which have, to greater or lesser degree, been
experiencing balance of payments problems, some additional comments are per-
haps appropriate. I refer, of course, to Canada, Japan and the United King-.
dom. We have sought in our program—and I believe successfully—to avold .
aggravating the problem of those countries. . "
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Canada

Canada’s economic growth in the last few years has paralleled ours. It hax
been impressive,  Canada is now operating at high levels of employment and
output,

As I have noted earlier, our voluntary program has resulted in a very sub-
stantial repatriation of U. 8. corporate deposits In Canadian banks, but these
withdrawals of dollars from Canada have heen met in substantial part by with-
drawals by the Canadian banks of dollars invested in the New York money
market and in part by dollars obtained from third countries, There Is no
evidence that our program has hampered Canadian growth by starving it for
credit, nor have Canada’s official reserves been reduced, even in the face of rapid
growth, Indeed, Canadian official reserves dropped only minimally the first
half of this year—a period of novmal seasonal losses of significant amount,
Cannda has of course an exemption under the Interest Bqualization Tax for
new securily issues, and it has used this exemption freely (o maintain its re-
serves.  In the first six months of this year new Canadian issues In the U, S,
have amounted to $325 million,

The recent large sale of Canadlan wheat to the Russinns should have a sub-
stuntial favorable impact on Canada’s trade balance, and thus mitigute its need
to raise long-term capital in the United States. In any event, the promising
outlook in Canada does not appear in any way to be prejudiced by our program,

Japan

Industrial production In Japan tended to flatten out about the turn of the
year, before the U. S, balance of payments program was announced. Even
earlier, there was & downturn in the Japanese stock market, and this preceded
by some months the announcement of the United States Interest Ilqualization
Tax. The fact is that Japan, over recent years, has had very rapid rates of
growth, running well over 10 percent annually, Some adjustments were in-
evitable in the process of tailoring the economy to rates of growth more sus-
tainable for the longer-run future, A major portion of this adjustment appears
to have been accomplished and economic activity at a faster pace may now well
be in the offing., This is in part being facllitated by moves toward a relatively
ensier monetary policy gradually adopted over recent months, ns the Japanese
balance of payments showed very substantial improvement as exports moved
sharply higher. For this year, a substantial surplus on goods and services trans-
actions s expected.

When the Interest Equalization Tax was applied to bank lending as a part
of our program, a limited exemption from it was granted for government or
government-guaranteed borrowings in our market. This gave added assurance
that Japan’s needs for external capital would be met. The subsequent record
shows that Japan's reserves have not deteriorated, and much of the tax-free
borrowing authority even now remains unused. With Japan’s internal economy
seemingly generating renewed strength and its external position very promising,
an improved situation exists unimpaired by our balance of payments program.

The United Kingdom

The problem of correcting a serious balance of payments deficit faced Britain
long bhefore the announcement of our program. A sharp increase in imports in
1964 in an economy characterized by brisk employment and Inflationary stresses
required the adoption of measurey to stem the resulting pressures on the pound
sterling, Very simply, Britain could not sustain for long a balance of payments
defieit of the magnitude of over $2 billlon incurred in 1964, nor could {t afford a
conlt.hnmtlon of the inflatlonary pressures adversely affecting its competitive
position.

Measures to correct the situation were introduced last November prior to our
program and have since been successively reinforced by the British government,
most recently on July 27, The measures taken show clear promise of moving
toward achlevement of the necessary correction,

The essential point is that these measures were necessary before our program
was announced; it i3 worth noting that the severe pressures on sterling last
November came at a time when we were inccurring a massive quarterly defleit,
S0 far ns we can determine, our program has not in any significant way aggra-
vated the basic adjustment problem facing the British authorities.

We were aware of the possibility of some adverse side effects resulting from
our program. For this reason, in administering our voluntary restraint pro-
gram, we have called attention to the balance of payments problem facing the
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UI.K. and we have urged that appropriate consideration be given. We feel that
this has been done, and will continue to be done,

Summanry

What emerges from this review is that the swing from the very substantial
1.8, defleits Iate in 1964 and in early 1965 to the modest surplus of the second
quarter—about as rapid a transition from dollar outflow to dollar repatriation
as we are likely (o have—huas not damaged the economies of the advanced indus-
trinlized nations, or dimmed the prespect for flourishing world trade,

One of the most reasonable appraisals of recent cevents has come from the
Bank for International Settlements. The BIS stated in its latest annual report,
released in Basle on June 14 ¢

Iror the western industrial countries the main economie problems with which
policy had to contend during the past year were the curbing of inflationary pres-
sures in the continental countries, the currency crisis in the United Kingdom
and the large increase of capitnl exports in the United States. In all these re-
spects the situation at present ig better than it was six months ago, though it is
not yet clear that the difficulties have been fully overcome,

THIE DEVELOPING COUNTRIES

We, of course, have a strong interest in seeing that conditions continue to
exist in which the less developed countries will be able to obtain the capital
they need for their continued expansion, The policies the United States iy fol-
owing at present contribute to that end. I need not repeat the facts cited by
Secretary Connor and Governor Robertson. Under our balance of payments pro-
gram, direct investment in the less developed countries is in no way discouraged.
As for other capital tlows, clear priority is assigned to meeting the needs of these
countries, a priority second only to that of providing financing for our exports,
These guidelines have been observed. JFor example, we know that bank com-
mitments on longer term loans to less developed countries during the first hailf
of 1905 were equal to those of the January-June period of the previous year.
We have every confidence these demands for needed capital will continue to be
met.

More generally, and looking further ahead, I should note that policies that
contribute, as we intend that our policies should, to the continued healthy
growth of the more industrialized nations, contribute thereby to the creation of
capital available for use in the less developed countries.

Contrarily, policles that failed to encourage sound growth of the capital
exporting nations would certainly be felt—and pi'obably felt first and most
strongly—in the capital-needy countries as capital available for export became
increasingly less abundant.

IV. OUR LONGER TERM OBJECTIVES

Before concluding, I would like to speak very briefly of our approach to the
longer-term objective of international finaucial policy. As we take this somewhat
longer look ahead, let us not forget that the international monetary system created
at Bretton Woods over 20 years ago has been extraordinarily effective and
resilient. During the past 20 years, the industrial nations have created powerful
new economies. A number of important currencies have become frecly converti-
ble. International trade has flourished, increasing over one-third in volume in
the first four years of this decade alone,

Nevertheless, we must be alert to the possibility that continued growth of
the world’s economy together with sustained equilibrium in the United States
payments position could combine to create an eventual shortage of liquidity.

This is the single real danger of which I spoke earlier, It is the danger that
prompted the United States proposal—set forth in my Iot Springs address of
July 10th—that we begin, together with other nations, the careful preparation
and consultation that is a necessary prelude to monetary reform, I believe the
nature of this problem is becoming widely recognized. Again, the Annual Report
of the BIS provided an interesting view of the issue. That Report stated:

“For the first time in some years there is some prospect of a substantial reduc-
tion in the paywents imbalance between the United States and Europe, If this
occurs, the potential problem of inadequate means for incrcasing reserve assets
may come closer to reality. From the standpoint of aggregate reserves, it would
be likely to take considerable time before the systemn as a whole were short of

64-887—66-——2
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liquidity. But from the standpoint of the annual margin for increasing reserves,
various countries might feel themselvey adversely affected after a rather shorter
time. A situation of balance in the external position of the reserve currencies
would provide the conditions for more fruitful discussion of this problem.

Exactly when the shortage of liquidity will take place, where it might first
appear, what the extent might be, how it will be distributed frecm country to
country, how it will be divided among the private and official monetary com-
ponents—these are questions that we cannot now answer. But we do know that
we should be prepared to deal with these problems, when and if they do arise, in
an orderly fashion. )

As you know, United States representatives are in almost constunt discussion
with their counterparts in other countries on international monetary problems,
We have participated actively in the deliberations of the Group of Ten. Meetings
of Working Party 3 and other committees of the Organization for Iconomic
Cooperation and Development ure attended regularly by people from the Treas-
ury, the Federal Reserve System, and the Council of Economic Advisers, and
afford opportunities for a frank exchange of views, Free World central hankers
meet monthly in Switzerland., We, of course, play an important role in such
international financial organizations as the International Monetary Fund and
the International Bank for Reconstruction and Development. Out of such con-
sultations have come a number of innovations that have helped the international
monetary system to cope with recent problems, And these consultations have
helped lay a base for the further preparation and agreement essentlal Lo reach
the international consensus that must underlay monetary reform.

Since announcing the U.8, initiative to intensify and give urgency to the nego-
tiation of new and improved international monetary arrangements, I have been
privileged to consider this problem here in Washington separately with Finance
Minister Takeo Fukuda of Japan and Walter L. Gordon of Canada.

I will be leaving for Europe shortly to consult with my counterparts in a
number of leading European nations on how best to proceed in this effort, without
delay, but on the basis of careful and deliberate preparation. I look forward to
hearing the views of our fricnds abroad. I intend to present them with a first-
hand picture of the nature of our program here, its results to date, and our
attitude toward the longer-range issues—the subjects I have been discussing with

you here this morning,.

U.S. TARIFF COMMISSION,
Washington, D.C., October 1}, 1965.
Ilon, I1aRrY F. BYRD,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

Duar MR, CHAIRMAN ¢ This is in response to your request of September 29,
1965, for the Tariff Commigsion’s comments on S, Res. 149 of the 89th Congress,
a resolution introduced by Senator Hartke, for himself and ten other senators.

The resolution requests the President to cause a study of imports of steel mill
products to be undertaken by the Department of Commerce, utilizing other appro-
priate Federal agencles, with particular respect to the following subjects :

(1) The possibility of unfair, below-cost pricing of steel mill product
imports to the United States,

(2) The impact of rapidly increasing imports of steel mill products upon
the profitability of the domestic stecl industry and the employment, income,
and tax revenues generated by that industry,

(3) The impact of such {imports upon the maintenance of equilibrium in
the balance of international payments of the United States, and

(4) The effect of efforts of the Government to restrict the outflow of
private capitnl upon the demand for steel products in foreign countries
affected thereby.

3. Res. 149 would establish a dual, redundant mechanism within the Govern-
ment for studying the varlous effects of increasing imports of steel mill products.
For example, the Commission observes that the Secretary of the Treasury is
responsible for keeping under constant surveillance the pricing practices em-
ployed in the sale of foreign steel mill produets for exportation to the United
States under the terms of the Antidumping Act, 1921, as amended (19 U.S.C.



STEEL IMPORTS 15

160 ¢t scq.). That Department has actively investigated the foreign pricing
structures of several steel mill products in recent years and, as a result of its
fnvestigations, has determined that there were sales at less than fair value in
. at least seven cases in the laxt two years, The Tariff Comiission has deter-
mined that imports in {wo of these cases were cnusing or likely to cause injury
1o 0 domestic industry, with the result thut specinl dumping duties are being
assessed with respect to such Imports.  The Tarlff Commission has every reason
{0 believe that the Treasury Department has Investigated, or ix investigating,
every case brought to Its attention elther by complaint or other means, If
subject (1) relatex to sales at less than falr value within a dumping sense, the
Commission percelves no reason why another Government agency needs to he
cmployed in making such a study. On the other hand, if subject (1) 13 intended
to cover an “unfialr method of competition” of a type to be Investigated under
section 337 of the 'Tariff Act of 10930, or a general study of domestic sales of
those foreign steel mill products which are sold at less than the cost of produc-
tion of the like or ximilar domestie products, pursuant to section 332 of the
tariff act, the Tarlfl Commission is prepared to make such an investigation upon
the request of your Commlittee,

Ax to subject (2), the Commission directs your attention to section 332(a)
of the Tarlff Act of 1930 which, inter alia, directs the Commission generally “to
Investigate the operation of customs luws, including their relation to the Federal
revenues, thelr effect upon the industries and labor of the country, and to submit
reports of its investigations as hercafter provided”. The rectlon thereafter pro-
vides that the Commission shall make such investigations whenever requested
by the Senate Finance Committee. Section 333 of the Act vests speclal investiga-
tory powers in the Commission to compel the attendance of witnesses, the pro-
duction of evidence, and to hold public hearings in conjunction with such studies.
As subject (2) falls directly within the traditional investigative functions of
the Commission, and as the Commission has investigatory powers and procedures
specially designed to facilitate such studies, the Commission is prepared to make
the study proposed in subject (2) upon the request of the Finance Committee.

Subjects (3) and (4) of the proposed study relate to matters which are under
constant survelllance and study by both the Department of Commerce and the
Department of the Treasury. The Cominission suggests that these Departments
may already be in a position to make a report on subjects (3) and (4) if they
have not already done so.

Clearly all four subjects of the resolution are interrclated. If the main
fiterest of the rexolutiop lies in ihe interrelationship among and integration of
its four component suojects, such an integrated objective study is of the kind
traditionally conducced by the Tariff Comiission, a nonpartisan agency. The
Commission is directed by statute to make such studies at the request of your
Committee.

Sincerely yours,
DonN N. BENT,
Secretary
(By direction of the Commission).

The CnamryMan. A large number of persons desire to be heard. In
order to give them all an opportunity, witnesses will be asked to re-
strict. their oral presentation to the time stated on the witness list.
If requested, the witnesses’ statements may be inserted in the record
following the witnesses’ presentation provided the statements are not
too long. Otherwise they will be kept for committee documents,

Without. objection, the record will be kept open until June 22 to
enable other persons who desire to do so to submit their written views.

Our first. witness this morning is the Assistant Secretary of Com-
merce for Domestic and International Business, Mr. Alexander B.
Trowbridge.
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STATEMENT OF ALEXANDER B. TROWBRIDGE, ASSISTANT SECRE-
TARY OF COMMERCE FOR DOMESTIC AND INTERNATIONAL
BUSINESS, ACCOMPANIED BY SETH BODNER, OFFICE OF THE
GENERAL COUNSEL, AND DEAN C. PETERSON, IRON AND STEEL
DIVISION, BUSINESS AND DEFENSE SERVICES ADMINISTRATION

Mr. Trowsrinae, Mr. Chairman, members of the committee, Sena-
tor Ilartke, T have with me Mr. Seth Bodner of the Office of the
General Counsel of the Department of Commerce and Mr, Dean Peter-
son of the Tron and Steel Division of the Business and Defense Serv-
ices Administration.

Wo have prepared a statement with an annex of some statisties
which T believe you have in front of you, Mr. Chairman.

With your permission, I would like to read the prepared statement.

First of all, T would like to thank you very much for the invitation
totestify on Senate Resolution 149,

This resolution, if passed, would request the President to cause a
study of imports of steel mill products to be undertaken by the Depart-
ment. of Commerce, utilizing other appropriate Federal agencies, with
particular respect to (1) the possibility of unfair, below-cost pricing
of steel mill product, imports to the United States; (2) the impact. of
rapidly inereasing imports of steel mill produets upon the profitability
of the domestic steel industry and the employment, income, and tax
revenues generated by that industry; (3) the impact of such imports
upon the maintenance of equilibrium in the balance of international
payments of the United States; and (4) the effect of efforts of the
Government to restrict the outflow of private capital upon the demand
for steel products in foreign countries affected thereby.

Mr. Chairman, with your permission, I would like to discuss and
present, our views on each of the points of the study called for as they
appear in ‘Senate Resolution 149.

With respect to point 1, the lower prices generally charged by for-
eign steel producers in comparison to prices of comparabi products
sold by domestic manufacturers are a major reason for the increased
imports of steel mill products into the United States. In this regard,
the Antidumping Act of 1921 and the regulations thereunder provide
that special dumning duties shall be assessed after: (1) The Secretary
of the Treasury determines that a class or kind of foreign merchandise
is being, or is likely to be, sold in the United States or elsewhere at less
than its fair value; and (2) the Tariff Commission determines that a
1.8, industry is being or is likely to be injured (or is prevented from
being established) by reason of the importation of such merchandise
at less than fair value prices.

The steel industry has filed & number of complaints under the anti-
dumping laws during recent years, and a representative of the Treas-
ury Department is here today to discuss that Department’s experience
with these cases and the operation of the antidumping laws and
recently revised regulations.

We feel that questions concerning unfair, below-cost pricing of steel
mill product imports can most effectively be considered on a case-by-
case basis, and that the antidumping procedures are best suited to this
purpose. Only through comprehensive investigations undertaken in
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this manner can it be established that imports of a particular type of
steel mill product are in fact being sold at less than fair value. In
light of the myriad steel products involved in our trade, a general
study of the kind contemplated in point 1 would be a study in the
abstract and of limited value.

With respect to point 2 of the resolution, I would emphasize the
Department’s concern about the generally increasing imports of steel
mill products and the effect of such imports on the domestic industry.
As a basic éndustry, the importance of steel in the structure of our
economy, and its performance as a measure of the relative health of
our total economy should not be minimized. Both the Tariff Act of
1930, as amended, and the Trade Expansion Act of 1962 provide for
Tariff Commission investigations and evaluations of the impact of
imports on a domestic industry. All relevant economic factors are to
be considered in such investigations, and it seems clear that this exist-
ing authority includes and exceeds in coverage the economic factors
referred to In the resolution. .

Much of the information called for under point 2 is already avail-
able to the Department. The United States is the world’s leading
steel-producing country, and the largest market for steel mill products.
Japan, 43 percent; Belgium-Luxembourg, 17 percent; West Germany,
11 percent ; and France, 8 percent, accounted for almost 80 percent of
all U.S. steel imports in 1965,

The United States has been a substantial net importer of steel mill
products since 1959. In that year, in part as a result of the labor
contract negotiations and the prolonged steel strike, imports rose
sharply from 1.7 million tons in 1958 to 4.4 million tons. Imports
declined in 1960 and 1961. By 1964 they totaled 6.4 million tons and,
influenced by the strike threat, reached a total of 10.4 million tons in
1965. In the first 4 montbs of 1966, imports totaled 2.7 million tons,
fulling to a projected annual rate of 8.1 million tons in 1966, a reduc-
tion, at an annual rate, of 22 percent from the previous year.

In 1957 imports accounted for 1.5 percent of apparent consump-
tion—shipments by domestic producers, plus imports minus ex-
ports—of steel in the United States. By 1964 this percentage had in-
creased to 7.3 percent and to a record 10.3 percent in 1965. For certain
roducts such as wire rods, wire products and concrete reinforcing

ars, imports equal almost one-half of domestic consumption. The
impact of imports is also greater for certain parts.of the country, such
as the west coast and Florida. Obviously, the impact is greatest
on producers specializing in these products and located in the areas
where imports are concentrated.

In the past, imports have been concentrated in the lower value
products such as bar and wire, but there has been some shift to higher
value products in more recent years. For example, sheet and strip,
which were 9 percent of total imports in 1959, rose to 34 percent in
1965.

Despite the inroads which imports have made into U.S. markets
the American steel industry in 1963 entered a period of high-levef
demand and output. In 1965 steel ingot production set a new record
of 131.2 million tons, while shipments of steel products reached a high
of 92.7 million tons. Current estimates indicate that production in
1966 may slightly exceed the record set in 1965. Thus, the high level
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of demand for steel in recent years, while encouraging imports, has
maintained sales by U.S. steel plants at record levels.

Increased sales, advances in productivity, the investment tax credit
and the tax cut boosted profits after taxes in the steel industry in
1964 by approximately 27 percent over 1063, The 1964 profits at.
$99.3 million were equal to 6.1 percent of sales, up from 5.4 percent
in 1963, In 1065 profits rose agnin to $1,066.6 million, and were equal
to 6 percent of sales. Profits as a percent of equity were 7.1 percent in
1963, rose to 8.7 percent in 1964 and to 8.9 perceut in 19¢5. The new
deprecint ion gui\{elinos, the investment. tax credit and increased profits
linve sparred expenditures for new plant and equipment in the steel
industey. These expenditures totaled $1.8 billion in 1965 and may
reach a record $2.2 billion in 1966, The primary purpose of this in-
vestment, of course, is to improve efficiency and cut costs,

Employment in the steel industry has risen in the last 2 years as
a result of the high level of production. In 1965 total mnp\oyment
avoraged 660,000, the highest sinca 1957, Because of the improve-
ment in productivity, employment_has not visen as fast as output.

In summary, our information indieates that the domestie industry
is experiencing incrensed sales, advances in productivity, increased
profits after taxes, high investmient, operations at high levels of ca-
pacity utilization—-but is faced af the smme time with imports gain-
ing a greater sharve of the domestic market and with a decline in ex-
port. snles,

Point. 3 of the vesolution concerns the impact. of imports of steel
mill products on the U.S, balance of payments.

The seriousness of our balance-of-payments problem renders it im-
perative {o review on a continuing basis all of our domestic and for-
cign economie policies which have a bearing on the imbalance in our
international payments.

Our overall favorable balance of trade has contributed sighificantly
to reducing our imbalance in international payments, and we are con-
corned with any development that would lead to a deterioration in
our balance-of-trade position. The U.S, favorable trade balance—aon
u balance-of-payments bagis—in 1965 totnled $£.8 billion. Consistent,
with our desire to encournge economic growth, we ave seeking in many
ways to maintain and improve our trade position. 1t should be noted
that we have maintained a favorable trade balance with the Furopean
Economic Community, one of our principal competitors in steel. Last
voar, for example, our favorable balance with the EEC was §1.6
billion.

Steel mill product exports from this country have been on a gen-
orally declining trend, Exports since 1959 ranged from a low of 1.7
million tons in that strike year to 3.4 million tons in 1964, and 2.5
million tons in 1965, Kxports in the first 4 months of 1966 were only
634000 tons, an annual rate of 1.9 million tons,

The Cuawaran. Could T stop you there for just one moment ?

Mr. Trownrinar, Certainly,

The Ciramyan. You sav here that last vear, for example, our fa-
vorable balance with the KEC was $1.6 billion. Now, do you reach
that figure after taking out the foreign nid that we ave giving those
countries? '
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Mr. Trowsribar., This is a trade balance and, T believe, that the
level of the foreign aid to the Kuropean countries at this time is prac-
tically nil,

The Crramryran. Does that favorable balance include the freight and
insurnnee cost of bringing those products over here?

Mr. Trownrmar. No.

The Cuamrman, In other words, my impression is that the fignres
that you bring us are figures that. your customs collectors give you
when they collect tariffs and that tarifl' is based on the foreign value,
usually.

Mvr. Trownninar, That is right.

The Cuairman, And they do not include the cost of shipping those
goods over here nor the cost of insuring them.

Now, when you speak of a favorable balance, T should think that you
would have to adjust that and teke into account the freight and
insurance,

Mr. Trownsrinas. I believe you are correct, Mr, Chairman, in that
the Census Bureau figures on the value of our imports are based on an
f.oob, value. T might say that on the totnl lmllmming of the f.o.h.
payments--—--

The Crameman. You mean f.ob. there, not f.o.h, here?

Mr Trownrinar., F.ob, there; yes, siv. But the total balancing of
the balance-of-payments analysis, when you add up the trade balance
and then bring in the invisibles, such as freight and insurance pay-
nients, those come into the total balance-of-payments analysis, al-
though they may be treated differently in the balance of trade.

The Ciramyan, Yes; but your statement here is that you have a
favorable trade balance,

My, Trownninar, That is right.

The Cnamyan., And that does not refer to a payments balance,
Now, there is o difference between the two, That is why it seemed
to ma that, in looking at this, we ought to—-—-

Mr. Trownminge. Distinguished between the two.

The Ciamman. In this category here, we ought to get an adjust-
ment for freight and insurance so we would know what that—at that
rate, I agsume it would still be favorable but not. by $1.6 billion,

Mr. Trownrmat. That is right,

The Cramrman, Do you have any idea what the downward adjust-
ment. would be from that figure ?

Mpr. Trownrivas. I could not give it to you right now, but I would
try to make an analysis.

Tho Cramaan. Would you try to make an educated guess for the
record on that ?

(The following reply was received from the Department.:)

At the hearings you made a request for an estimated United States balance of
trade flgures revised to account for insurance nnd freight payments, Ag you know,
there are many problems assoclated with the preparation and use of trade sta-
tisties adjusted to account for insurance and freight factors. At present the
Tariff Commission and the Bureau of the Census, as well as the Office of Business

Keonomies and the Bureau of International Commerce of this Department, are
carefully considering the entire matter. Until thelr analysls is completed, we
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will not he {n a position to provide an offieial estimate of United States trade on
this basix,  As soon ns we have coneluded our review and analysis of the entire
muatter, we will be pleased to disceuss our findings with you.

The Crramesan, We have an unfavorable balance of tourist trade.

Mr. Trowntibar, That is correct.,

The Coamsan, 1 assume by the time you take the tourists into
account, that. favorable balance is wiped out, that balance of trude?

My, Trownrinae, Our total tourist imbalance, worldwide, in 1965
wiis measured at $1.7 billion which ineludes a bulance on passenger fares
ns well as overseas expenditures.  This also includes, of course, o vast
amount. of American citizens traveling to Canada and Mexico and to
other parts of the world, I think we could, through the 1.8, Travel
service, provide you with o brenkdown of the estimated travel balance
with Kurope as such, if you would like it for Western Kurope,

('T'he information referved to follows:)

USRS, travel capenditure and reccipts with Western Europe, 196} and 1965
[T mititons of dollars)

1904 1965
U8, expenditures:

T TR 43 798
United Kingdom.. FOT IO, e tmmcmmaan 130 142
Franco...... 127 126
Italy.... 148 182
termany I\ 79
Switzerland 80 83
Spain...... 47 51
Other countries. 156 103

U8, receipts:

B R 157 178
United Kingdom 55 62
Other countries b oo iiciiciaes 102 116

1 Country details aro not nvailablo for foreign exponditures in the United States.

The Ciamrman, Then when you include the cost to maintain troops
in Kurope, you are going to come up with o figure that. puts us very
definitely on the unfavorable side of the balance of payments with
Lurope. So I think you ought to provide for us what our balance of
payments is so we can put that right behind this paragraph so we can
sea where we really stand with Turope on that and see the picture,

Mvr. Trownribak. I will be very happy to make that estimate,

('The information referred to follows:)
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U.8. balance of payments with Western Europe, 196465
{In millions of dollars)

10964 1905
United Other United Otlier
Kingdom Western Kingdom Wostern
Furope Europo
Exports of goods and serviees. oo oo .. 2,544 9,700 2,036 10,233

Moerehandise 1, 600 0,981
‘Lransportation. x 26
Travel.. ..o ool
Militwry transaetions.... ...
Other serviees... ..

Incomue on [nvestiments ..:. .

Imports of goods aud services.

‘I‘mnslmrlut!nn.... R,
Travel.. ... .
Military expenditures ...
Other. . ... .. ....

Balanee on goods and serviees. . ... . ..
Remittances and penstons... . e e
L8, Govermnont grants and capital net... ...

U8, private capital

Direct Investinents._............. ...
Now fssues sold in the United States. ... .

Other long-torm 1. __ .. neema eeaaaan.
Bhort-tornn. ... ..o
Westorn_Europo investmonts in the United | ) T -
States 2 i i it} 70 «-H25
Dircet investments.o.........o. Lo —-36 24 ~582
Other. .o e 28 ? Yoi]
Total trunsactions with the United States (U8, N
PAYIMCNES (=) e e e e aaan 76 ~478 -678
Total reported inerease in European gol -
serves and lhruld dollar hol(linszs. hee eeameen ~41 2, 840 702 474
Errors and omlssions and reoeipts from (~) or

payments to () other countrfesS. .. ... ..... +16 -2,005 24 ~1,010

1 Mainly bank loans.
2 Other than holdiugs of liquid dollar assets,

Souree: U.S. Dopartment of Commerco, Oftico of Business Kconomies,

Senator BenNerr, May I interrupt at this point while the Secre-
tary is still talking to us

The Crramraan.” Cortainly,

Senator BenNerr. You report that the total favorable trade bal-
ance in 1965 was 4.8 billion. My impression iz that it is estimated
to be much less than that for 1966. Do you have an estimate of the
trade bulance for 1966 ¢

Mr. Trowsringe. We have, of course, the vesults of our first 4
months of imports and exports on an annual basis. This, of course,
can change during the year. If you project out the first 4 months,
the favornble rate would appearto be in the neighborhood of 4.1
billion for 1966.
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The Cinamman. Could you give us a guess on the point that that
would be reduced by insurance and freight

Mr. Trownrinak, I would have to estimate that, but I could try
to l)mvide it later on,

The Ciamman. Well, frankly, we have had some inquiries on that
point that we are going to have to—if you cannot. come up with a very
good educated guess on that subject, we ave going to have to get. it
ourselves. We can get it with your help, I am sure. But it might just
save you and this committee a lot of trouble if you people could come
up with a very good educated guess on that subject.

(See departmental reply on p. 19.)

Mr. Trownringe. We try to do that almost every day, Mr. Chair-
man, It is an elusive subject, I might say.

The Cnarman. Go ahead.

Mr. Trowsrinor. Furthermore, steel export shipments are heavily
supported by AID financing. We must recognize, however, that the
deficit in our foreign trade in steel mill products is partly offset by
our favorable balance of trade in machinery and other U.S. produects
manufactured from steel mill products.

In 1959, the first year of our negative trade balance in steel, our net
imports were 2.7 million tons or $154 million. Since 1961 the deficit
in this trade has been growing and reached a record 7.9 million tong
or $669 million in 1965. For 1966 the indicated deficit based on the
first 4 months statistics is 6.2 million tons or $505 million.

Increased imports of steel mill products and the decline in exports
of such products reflect a shift in trade in this sector that is to some
extent an outgrowth of economic recovery and development in other
countries, For example, the steel industries in Europe and Japan in
the postwar period have adopted the latest techniques in steel pro-
duction and are increasing their productive capacity at rates which are
estimated to be nearly twice that of the United States. The domestic
steel industry itself, however, has been engaged in a major program
of plant modernization for over a decade. In addition, through mar-
ket research and development it is attempting to broaden its com-
petitive base both in traditional steel markets and in other markets
in which it competes with other materials.

Expansion of steel capacity is continuing throu{zhout the world,
and an imbalance between capacity and demand will continue in the
foreseeable future. The imbalance in the European Coal and Steel
Community rose in 1965 as capacity increased, while the rate of opera-
tions of the steel industry dropped to 85.5 percent from 90.5 percent
in 1954. For the first 4 months of 1966 steel ingot output in the LCSC
dropped slightly by 0.7 percent from the same period of 1965, while
capacity rose again by 4.6 percent. .

Japanese excess capacity is also growing. Steel capacity in Japan
has risen sharply from 10.4 million tons in 1955 to about 48 million
tons. To prevent disruption of their markets, there has been a volun-
tary cutback in production of steel ingots by the six largest Japanese



STEEL IMPORTS 23

steel producers. This cuthack, initiated by the Japanese Government,
was 10 percent beginning in the second quarter of 1965, but the pro-
duction target has reportedly been increased b percent for the second
quarter 1966 due to the improved outlook for stecl consum})tion in
Japan, Japan has also announced a 1966—April 1966 to March 1967—
export target of 10,050,000 metric tons of iron and steel 5)1'0(1110( 4, down
from the 1965 actual export figure of 10,102,415 tons which was abont
one-quarter of Japan’s total production, Appmxinmtely 43 percent
of Japan’s 1965 steel exports were to the United States.

The basic question regarding trade in steel is the extent to which
foreign producers will be able to maintain or increase their penetration
of steel markets in the United States. This will depend on the policies
and actions adopted not only by foreign producers but also by our
own steel industry. Such factors us wage rates, technology, plant ex-
pansion, and product development will be of particular importance as
will the level of domestic demand. The hard core of the facts needed
to {udge this situation—those on foreign and domestic product costs
and pricing—are not now availuble and probably are difficult to ob-
tnin. Without at least some data of this kind, however, a study will be
inconclusive.

The imbalance in the U.S. trade in steel mill products must be
viewed in the context of all relevant economic fuctors which influence
the overall balance of trade. In our consideration of trade in steel
mill produets, we must take into account both indirect and direct ex-
ports generated by the domestic steel industry, as well as the impact of
imports.  But even the balance of trade for one industry does not
adequately reflect all of the economic factors which operate in con-
nection with commercial transactions that contribute to the final deter-
mination of the overall U.S. balance-of-payments positions. There-
fore, the (uestion involves not only the competitive position of the U.S.
steel industry but also the ability of other domestic industries to meet
foreign competition at home and abroad.

As my comments have suggested, we feel that point 3 of the resolu-
tion, restricted in scope to steel imports, calls for a study which would
be of limited value.

With respect to point 4 of the resolution “Lhe effect of efforts of the
Government to restrict the outflow of private capital upon the demand
for sieel products in foreign couniries affected thereby,” Secretary
Connor has stated that the volunta; y pregram of vestraint on foreign
investment is not intended to impair the position of U.S, firms in for-
eign markets, but is designed to encourage U.S. firms to return funds
held abroad that are surplus to operating needs and te hold back on
marginal investment abroad. The program also contempiates addi-
tiona] efforts by U.S. manufacturers to expand exports and to finance
new investment abroad through borrowings in foreign capital markets.

In general, the voluntary progrim has been an important part of
the very good balance of payments performance made by the Nation
as & whole in 1965. The overall deficit of $2.8 billion in 1964 was
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cut back to $1.3 billion last year. In the first quarter of this year the
seasonally adjusted deficit was $580 million.

Senator BEnnNErT. May I interrupt the witness?

The CHAIRMAN. Surely.

Senator Bennerr. You talk about deficits on a yearly basis and
then you say the seasonally adjusted deficit for the first quarter was
$580 million,

Mr. Trowsringe. Yes, sir,

Se;xabor Bexnerr, What is your estimate of the deficit for the full

ear

Y Mr. TrowsBrmce. Well, if you employ the factors often used, the
annual rate, you would normally multiply the first quarter a%justed
figure by four to get the estimated annual rate. As Secretary Fowler
and others have discussed this several weeks ago in the press con-
ference, they said that the annual rates, of course, are very sticky in
what you are predicting and what you say will come out on the basis
of an annual rate projection. Certainly with the several unknowns
engendered by the Vietnam situation, this is particularly difficult. But
if you do take an annual rate projection, this will put the 1966 pro-
jected deficit at about $2.2 bil{)ion, I suppose, if you multiply $580
million by 4.

Senator BEN~NETT. 580 by 4 is 2.3 plus.

Mr. Trowsrinee. Yes, sir.

Senator BENNETT. The Vietnam situation, if that changes it, would
change it upward rather than downward ?

Mr. TrowsrmGe. That is possible, Senator. I believe that Secre-
tary Fowler pointed out some of the measures that were influential
in the first quarter, such as the delay of a transaction from Canada
from the fourth quarter of 1965 to the first quarter of 1966 which had
an impact on our balance of payments of about $150 million, and
secondly, the operation of the military offset agreements in Furope
as being somewhat special factors in the first quarter.

Senator Bexnerr. I think we can say without trying to pin our-
selves down to figures that the deficit in 1966 will be higher than the
deficit in 1965.

Mr. Troweringe. On the basis of the figures we have as of now, I
think this is a reasonable projection ; yes, sir.

Senator Bennerr. Thank you, Mr. Chairman.

Mr. Trowsripge. To the best of our knowledge, the voluntary
balance-of-payments program has not significantly affected the oper-
ations of U.S. steel producing firms in the developed countries of
the free world. :

For the above reasons we feel that a study called for under Senate
Resohition 149 may be of doubtful value. In our view, a more useful
study, which would explain why steel imports have taken an in-
creased share of the domestic market, wonld necessarily include the
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steel industries of the United States, the United Kingdom, the coun-
tries of the EEC, and Japan. Country and regional product line
costs, operating margins, selling prices, wage rates, productivity,
unit labor costs, employment, investment, capital costs, capacity-
profit relationships, flow of funds, new technology, raw materials
costs, demand, and the influences of these factors upon growth trends
of steel production, imports, exports, and profits would also be vital
to such a study. Also important would be a consideration of such
factors as foreign Government ownership or control of their domestic
steel industries, and tariff and nontariff barriers affecting steel
products.

Thus, while we question the value of the study proposed in the res-
olution, if the Senate determines that a study o¥ the overall effects
of steel imports and the competitive situation of the industry with
respect to such imports is desirable, we will be glad to join with other
interested agencies in conducting such a study.

Mr. Chairman, we have attached to the statement, and with your
permission would make it a part of the record, a series of tables
which deal statistically with the iron and steel industry.

That is my statement, Mr. Chairman.

(The tables referred to follow:)

STATISTICAL TABLES IN IRON AND STEEL INDUSTRY

TAasLE 1.—Exports and imports of steel mill products, 1955-66

Millions of dollars Thousands of tons Imports | Exports
as per- | as per-
Year . cent of | centof
Trade Trade U.8. |Industry
Exports | Imports | balance | Exports | Imports | balance | market ! shlpt-
. ments
633 107 526 4,061 973 3,088 1.2 4.8
759 174 585 4,348 1, 341 3,007 17 5.2
997 171 825 5,348 1,158 4,193 L5 6.7
564 192 372 2,823 1,707 1,118 2.9 4.7
3 516 ~154 1,677 4,306 | —2,719 6.1 2.4
601 449 152 2,077 3,359 —-382 4.7 4.2
423 382 41 1,990 3,163 -1,173 4.7 3.0
424 484 -60 2,018 4,100 | —2,087 5.6 2.9
465 633 -168 2,18) 5,452 | 3,272 6.9 2.9
622 749 -127 3,435 6,440 | —3,006 7.3 4.0
1,177 —669 2, 406 10,383 | —7,887 10.3 2.7
145 —169 634 2,696 | —2,062 18.5 22.2

1 Based on data in tons. U.S. market is industry shipments, plus imports, minus exports.
2 Based on 1st-quavter data.

NoTE.—Export value is value at U.S. port. Import valie is value at forelgn port and excludes freight,
insurance, and duty. The data in millions of dollars have been matched with the data in thousands of
tons, which are as published by the American Iron & Steel Institute and may differ slightly fromn data
subsequently revised by the Department of Comnmerce, Bureau of the Census.

Source: Department of Commerce.
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'TABLE 2.—Production of ingots and shipments of finished steel products,
1947-66

{Millions of net tons)

Year Production

Shipments

1065
1066 23 months) .. .......
1066 (4 months). .. .

—

ortert oo
SERGSBRERRIBR

MOV WORBRINCLRIRRRODO

2uEREsss

OO Dt e D DL S DD 0 O

PRRN BB INRIBIINE2RS

(O]

1 Not available,
Source: American Iron & Steel Institute.

TABLE 3.—Ingot steel and castings production—~Selected producing countries

[Miliion net tons]
1061 1062 1963 1064 1065

Unitod BLates. - eeememnemennnne - 08.0 8.3 100.3 127.1 131.2
a = 8.5 7.2 8.2 9.1 9.9
ECRC...LI0I1TTT 80.7 0.5 80.7 01.3 04.7
12.3 12.5 12.7 14,6 15.2
10.4 19,0 19.4 21,8 21.6
30.9 . 3.9 4.8 a2 40.6
10.1 108 1m2 10.8 13.9
2.2 2.3 2.6 2.9 3.4
United Kingdom.... cueeeenvee- 2.7 23,0 25.2 29.4 30.2
Austrla = : 34 3.3 3.3 3.5 3.6
USSR 78.0 8.1 8.4 93.9 100.0
Japan_. o oTIIIIIIIIIIIIIIITT 31.2 .30.4 U7 43.0 45.4
ustralia 4.3 4.7 5.1 5.6 6.1
uth AfFica. . ..o omoommmmeoeen 2.7 3.1 31 34 3.6
World 300.1 " 304.1 422.2 477.2 500.0

Source: American Iron & Steel Institute,



TaBLE 4.—U.S. imports of steel mill products by category, 1957-66

SLYOAWI 1TALS

[Thousands of net tons)
1957 1958 1959 1960 1961 1962 1963 1964 1965
Steel mill products

Net |Percent| Net |Percent| Net |Percent] Net |Percent| Net |P Net |P ti Net Net [P Net

tons joftotal] tons joftotal| tons ]oftotal| tons [oftotal| toms [oftotal] tons |of total| tons |oftotal{ tons |oftotal| toms
62 5.4 199 | 1.7 540 12.4 4771 4.2 631 19.9 819 | 20.0f 1,066 106 1,208] 20.2| 1,56
201 25.2 171 | 10.0 798| 183 520 15.8 30| 104 12.8 833 15.3 | 1,110 17.2 | 1,703
5 .5 51 - .2 10 .2 10 .3 3 .7 12 .3 12 .2 14 .2 24
23] 227 3.0} 1,39 306 8401 250 908 | 28,7 9051 24.3| 1081 19.8 | 1,174 18.2 | 1,641
181 165 20| 1.7 53| 122 480 1 143 521 16.5 665! 16.0 78] 14.3 7901 123 930
301 28.1 432] 253 703| 16.1 547 16.3 562 17.8 665 16.0 7551 139 809 12.6 866
- N I PO, 1] 67 LS 39 1.2 19 .6 56 1.4 94 L7 88 1.4 145
41 3.6 & 2.9 386 88 43| 13.0 171 5.4 383 9.4 827 15.2| 1,167 18.1 1 3,507
Total. ............ 1,154 | 100.0{ 1,707 { 100.0 | 4,396 | 100.0| 3,358 | 100.0| 3,163 | 100.0 4,100 | 100.0] 5446 ] 100.0 | 6,450 | 100.0 | 10,382

Source: American Iron & Steel Institute.

L3
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PABLE So—Imports of steel mill products as peroont of domestio markets, 195965

(l’orc\\ul l]

Steel il produet [ty 1038 1uh% 1000 JIUUY 1002 1 [JU1T) ous
Semifinished produets. oo . 19 7.0 .o 151 A1 4N Ry U8, 2 ), 0
Shapes nnd plates. ... . L8 [ ] 4.8 31 4.7 4 T2 [N
Katls nud nevessorivs. . . By KU 41 1.4 12 it 14
Burs nud tool steel . 2,4 0 KJ 8.4 B& R4 0,
Lipe and tubdng_. ... - 1.9 4.2 71 N7 w04 (U8} 0.0
Wire and wire prmluou...h S 148 0.7 17.8 10,9 L0 .1
Pinmdll products.. e e 4 Lo . 1.0 R
Shoots and strip. ... ..o .. i) 2 T 14 2,0 g4 LY

Totale .o wieans [ W] 4.7 bt (11 T 0.4

1 Bused on data v tens,
Source: DPepartment of Conunerce,

Paury; G—-Linports of stecl il products, 1957, 1064, and 1965

"housands of dollnml

Steel mill product wa? EL1R} 10D

Somifinished products 7,870 124, 083 158, 74
Shapes and plates. Ju, 024 W.', uu 164, 740
Ruils and accessori a4 1, 2, T
Hars and tuol steel o, 830 1, mm A7, 188
Pipe und tublug. 80, 200 lld. wW 182, 08D
\\'\ro and wire pr 47, B84 128, 488 149, 078
Tin mill produets R H Q0 &2, 087
Shieots and stelp. 12,210 140, 82 3&0, (72

Total oo Aevamemsuneimanane. “eassmassanasa 171,288 748, R 1,170,702

Source: 1.8, Departinent of Cominerce,

Pante T--Lercentage distribution of steel imports by country of origin, 1957-65
{Percent 1)

Country 1087 | 1058 | 1050 | 1900 | 1061 [ 1002 | 1003 | 104 | 1008
Total uportso. ..ol oo rramaman 1. 0 [100.0 {1000 100.0
IR IO tam s

European Coal and Steel Community
(RC8C

02.4 {017

Bolghum-Lauxembourg. . cieeneeeaaian .
Franeo.... ... .

West QGermany
Other BECSC 2,

United Kingdom..., ........... R
Jzumn...,.‘._._
Canada, - .
Alother countrles. .., 0TI

1, Based on tons of pimports published by the American lron & Steel Institute,
2 1taly und Notherlunds,

Source: Departinent of Conunerce.
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TABLE 8.—U.S. exports of steel mill products by category,1957—65

{Net tons in thoneands)]
1957 1958 1959 1960 1961 1962 1963 1964 1965
Steel mill produets

Net Net |Percent] Net Percent! Net Net Percenti Net Net Net |Percent! Net
tons joftotal] tons joftotal! tons joftotal] tous [oftoral! tons |oftotal| tons [oftotal| tons |oftotal! tons oftotal] tons |oftotal
72 .5 124 44 35 2.1 1% 43 185 2.3 = 140 33 152 920 2.0 66 2.9
1,075 20.1 554 19.6 08 182 86 130 320 161 29 3.8 301 13.8 25 130 ¥ 1.5
25 4.4 165 58 82 49 14 45 108 &5 117 88 81 3.7 58 18 3 21
25 4.0 12 4.4 a8 4.0 85 28 91 46 203 s1 118 54 175 i3 170 6.8
1,185 22 -] 21 28 159 195 6.8 n 10.6 192 9.5 52 1L6 28 87 20 2.6
» Q7 35 L2 25 LS 29 10 25 L3 47 23 76 3.5 54 18 45 L8
802{ -150 985 17.5 460 2.4 [~ 2.0 481 242 04 19.6 413 19.9 4111 125 306 123
1,075 2.1 703 249 435 2 L33 4“8 565 b-- 41 600 2.8 08 z.9 950 2.0 &5 2.0
Total __ ... ___. 5347 1000 282 1000} 1,678 100.0) 2,977} 100.0] 1,989 100.0} 2013{ 1000| 2180 100.0! 2,280 | 100.0 2,496 100.0

{
E
E
i
|

SLUHOINI THHELS

6c
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TABLE 9.—FEeports of steel mill produots, 1957, 1964, and 1965

[Thousands of dollars)
Steel mill product 1057 1064 1065
Semifinished products. ....coevueomomei e 80, 808 74,388 85,014
Sﬁﬁeundp ates. . ..... ———- 167, 622 74,172 63, 296
Rails and accessories 33, 326 10, 280 10,886
Bars and tool steel....... 87,3828 37,238 40, 808
Plgg and tubing......... . 307, 492 108, 205 92, 3%;
and wire producu. - . 13,049 28,162 22,7
Tin mill products........ cene 145, 062 59, 064 42, 285
Sheets and strip. . 229, 218 232, 180,846
Total. oo cnanaans c——— 9906, 700 621,767 508, 266
Source: U.8. Department of Commerce.
TaABLE 10.—Distribution of steel eoports by country
Destination 1957 | 1058 | 1060 | 1960 | 1061 | 1062 | 1963 | 1064 | 1065
Thousand net tons
611} 880 ) 408 | 817 ] 38| 714 | 592
431 1] 4241 320 333] 431 578
521 13| 76| 3] 25| 133 204
218 |1, 313 217 | 888 401
121 102 ] 188 137 | 281 89
30 14 12 1 22
203 0| 749 | 000 1,104 (1,318
50 7| 1511 131§ 241 181
Pakistan ceen - 14 16| 107 ]| 418] 613
All other. e mmsadannoacnne 41| 116 50 | 200 1 107 119
Grand total......cooemeiiennnnniinanceen 5,177 2,687 {1,508 |2,070 |1,900 {2,012 {2, 223 3,435 | 2,400
Percontage distribution of steel exports by country
81.8(37.6140.8}10.4)2.4(158{16.1]20.8] 23.7
219285286 21.6]21.8)16.83)15.0]12.879 23.2
1.9 25| 85) 38} 87| 18| 12| 89} 10.6
17.2) 16,6 | 14.1 | 33.9 | 18.7 1 18.2 | 12.8 | 25.2] 16.1
87| 84| 81]122] 971 68| 6.2| 7.0 3.6
66] 40] 20121 .7 .6 8] 6.8 .9
18.9(13.0{13.4]18.4387.6 | 40.6 | 623 | 33.4| 823
- 1.1 .9 .5} 81} 66]1,9]13.6| 6.7 7.8
Paki 0 0 .9 6] 001208 23.1| 2.8] 158
All other. 47) 48] 3.2) 6.7] 49 51§ 41 31 4.8
Source: American Iron & Steel Institute.
TasLE 11.—AID financed ewports of steel mild produotu. 195765
{Millions of dollars)
Year - Total AlD-financed| Peroent AID
exports exports financed
07 3 8.8
564 20 3.8
03 13 3.8
€0 16 2.6
423 4 10.4
24 123 2.7
465 179 38.4
632 107 81.6
608 218 42.3

Sources: Bureau of Census and Agenoy for International Development.
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TaBLE 12.~—Wholesale prices of steel mill produots and gelected related
manufacturing commodity groups, 1958-66

Intermediate
Steel mill materials Durable
Year products for durable finished
manu- goods
. facturing
»~
1957-59 =100
100.6 0.5 100.1
102.2 101.8 101.8
102.1 101.9 1017
.7 100.8 10,7
101. 4 100. 4 101.8
.0 100.8 101.7
102.8 102.8
103.3, 104.6 1031
104.1 108.8 103.6
104.2 108.0
104.8 106.1 104.0
104.3 106.6 104.2
4 7 4

1 Includes consumer durable goods and producer finished goods.
8ource: Department of Labor.

TABLE 18.—Average annual percentage changes in prices, 1947-65

[Percent)
Wholesale Price Index !
Consumer
Period GNP deflator Price
: Index All Durable Nondurable | 8teel mill
commodities [manufacturesjmanufactures| products
3.5 3.9 4.8 6.5 3.4 8.9
1.5 .8 -9 1.9 -~L9 4.8
3.2 36 2.5 39 L5 7.1
1.5 1.3 .3 .5 .3 4

{ The total includes some groups not included in this table. Steel mill products are included in the dur-
able manufactures group.

Sources: Department of Commerce and Department ol{labor.

TABLE 14.—Price changes in steel and competitive materials, 1947-65

Peroentage Prlos in
ch in 1065
Material Wholesale relative
Price Index, to steel
1047 (percent) !

Steel mill products......... - feesssenvmomenamonan 114.8 100.0
CemONL....cmeceecnaenns teeseraccescosaumsanesnnacasannnne 06.2 7.6
Glass, flat. ... 43.9 61.1
Plastfom ~6.3 97
Aluminum ingots. 76.4 82.3

1 Based on 1965 prices on a 1847 base.
Source: Department of Labor.
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TaBLE 15.—Wholesale price of basic steelmaking materials and unit cost of steel
materials, 1957-66

(195759 = 100)
Wholesale
Price Index | Index of unit
Perfod ' of basic steel- | cost of steel
making materlals
materfals !
103.4 106,3
07.8 07,2
9.9 90,8
96.5 9.4
97.4 1006
03.2 97.1
01,8 08,5
93.6 297.8
4.9 8.7
4.5 ?
4.7 3
04.6 Q@
93.7 07.5

1 Revision of data in ‘‘Hearings on Steel Prices, Unit Costs, Profits, and Foreign Com tmon Before the

Joint Economic Committee,’ Apr. 23—29 and May 2, 1063, pp. 256-257. 1054 we bts, 1 3 1061 weights,
1956-62; 1063 welxhts. 1963 to date. Indexon s 1947—40 base shifted to a 1957-50
3 Estimated by BDSA.
$ Not avnﬂable.

Sources: Department of Labor and Department of Commerce,

TaBLE 16.—Steel prices, United States and selected foretgn countries, 1951-65

(1962100 1)
Year United Belglum 3 France 4 Germany # Japan ¢ United
» States 2 Kingdom ?

97.9 98,5 81. 4 F ¢ B I —— 74.6

100.0 100.0 100,0 100, 0 100.0 100,0

107.9 100.8 103, 7 104.2 90,9 99.6

112.8 98. 102.0 100.5 82.5 7.4

118.2 114, 2 102.3 101.8 99,3 86.1

28,0 125, 110.9 104. 4 132.2 100.5

140.3 133. 98,6 100, 4 133.6 121.9

145.2 123.8 93.0 113.8 81.1 101.1

147.6 121, 104.6 113.8 83.2 88.9

147. 4 128, 1.1 113.8 86.7 88.0

146.8 128, 113.8 118.3 83.9 87.8

146.4 124, 110.0 110.5 80.4 87.8

147.2 123. 122.3 119.5 79.0 87.8

3 123. 12.3 119.5 79.0 90.5

149, 123, 122.3 116.9 4.1 91.1

1 Based on price indexes converted to U.8. dollars. Reflects Fronch devaluation of 1058 and German
mvaluatlono 1061,
teelmill produots.
' Beaaemer billets, domestic/export price, (o.b border.
4 Heavy sectlona, domestic/export prloo, IP.N. (80-260 mm).
$ Bessemeor bars, domeatloloxpon
¢ Mild stee! pla lates, 36 inioh by 4 feot 5 8 feat, export price, £.0.b.
Platos 3¢ inch and over, export price, f.0.b.

Sources: Department of Labor and United Natlons.
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TABLE 17.—Co08t8, taves, and projfite as a percent of the total revenue, steel
industry, 1947-65

[Percent}
Operating cost Fixed cost Tax
Profits | Cash
Period Em- Ma- Depre- State | after | flow !
Total | ploy- | terial | Total | clation] Inter- | Total | Fed- | and tax
ment | cost and de-| est eral local
cost pletion
84.4 36.7 47,7 3.8 3.5 0.3 5.6 4.2 1.4 61 9.6
83.3 34.9 48. 4 3.9 3.7 .2 a1 4.8 L2 6.7 10.4
82.3 35.0 47.8 4.0 3.7 .3 6.6 5.1 1.8 7.1 10.8
78.8 33.1 48.7 3.7 3.4 .3 9.5 8.1 1.4 80 11. 4
78.6 32.3 46.3 3.4 3.2 .2 12.2 10.8 1.4 5.8 0.0
84.6 34.9 40.7 4.5 4.1 .4 5.8 4.4 L4 8.0 9.1
80.3 34.0 46.3 8.1 4.7 .4 9.1 7.6 1.6 5.6 10.3
70.9 36.7 43.2 6.8 6.3 .5 7.2 5.6 1.6 6.0 12,8
77.1 33.5 43.6 5.6 8.2 .4 0.4 .9 1.5 7.8 18.0
70.1 33.3 45.8 5.8 4.9 .4 8.3 6.8 L8 7.8 12.2
78.8 35. 4 43.2 5.3 4.9 .4 8.7 6.9 1.8 7.3 12.2
80.0 38.2 41.8 6.0 8.4 .6 7.8 5.9 1.9 6.3 1.7
813 38.1 45.2 5.4 4.7 .7 7.5 8.7 1.8 58 10.8
812 38.9 42.3 5.6 4.9 7 7.8 5.4 2.1 8.7 10.6
8L.9 40.3 41.6 6.5 5.6 .9 6.5 4.5 2.0 5.2 10.8
83.0 39.2 43.8 7.5 6.6 .9 5.3 3.4 1.9 4.0 10.6
80.7 38.4 42.3 7.7 6.8 9 6.3 4.4 19 5.4 12.2
80.8 87.8 43.0 7.3 6.8 .8 6.2 4.3 1.9 6.1 12.6
81.2 36.3 4.9 6.9 6.1 .8 8.9 41 1.8 5.9 12.0
t Profits after tax plus depreciation and depletion.
Source: American Iron & Steel Institute.
TABLE 18,—Projits, depreciation, and cash flow, steel industry, 1947-65
[Dollar amounts in millions)]
Percent of equity Percent of sales
Profits Deprect-
Year after ation Cash
tax and de- flow ! Profits Cash Profits Cash
pletion after flow after flow
tax tax
$412 $239 $651 10.5 16.6 6.1 9.7
541 302 843 11.8 18.4 8.7 10.4
520 278 807 10.8 16,8 7.1 10.9
767 37 1,004 14.0 20,0 8.0 11.8
682 374 1,056 1.3 17.5 8.8 8.9
541 450 091 8.5 15.6 50 9.1
738 614 1,349 10.8 10.9 5.8 10.3
37 670 1,807 8.9 18.3 6.0 12.8
1,000 787 1,838 13,9 23.2 7.8 13.1
1,113 748 1,861 12.9 2.8 7.3 122
1,182 768 1,809 120 20.0 7.3 12,2
788 673 1,461 8.0 14.8 6.3 11.6
831 668 1,496 8.1 14.6 8.8 10.5
811 668 1,500 7.7 14.3 8.7 10.6
690 739 1,420 6.8 13.4 82 10.7
560 029 1498 83 4.0 4.0 10,7
782 908 1,778 7.1 16.1 5.4 12,2
992 1,081 2,083 8.7 18.0 6.1 12,7
1, 066 1,100 2,166 8.9 18.0 5.9 12.0

1 Profits after tax plus depreciation and depletion.
Source: American Iron & Steel Institute,
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TasLe 19.—Sources of steel cash flow from direct Government polioy, 196264

1062 1063 1064
Source

Millions | Percent | Mill:ons | Percent | Milllons | Percent

ofdollars | of total |ofdollars| of total {ofdollars| of total

cash flow cash flow cash flow
Total direct Government policy.......... 142 9.5 100 10.7 250 12,2
Revised depreolatlon guldellnes.. 108 7.0 146 7.1
Investment tax credit. 137 2,5 ed 3.8
Corporate tax red JS PR 28 1.4

1 Excludes $26 million in 1962 and $32 million in 1963 of deferred credits which the 1064 Revenue Act make
available on 1062-63 investment through increased depreciation in subsequent years.

8ource: Council of Economic Advisers.

TABLE 20.—Sources and uses of funds, primary iron and steel indusiry, 1948-65

[In millions of dollars)
8ouroes of funds Uses of funds
Debt Current assets
Invest-
Year ment
- In- U.8. in plant
ternal Gov- | Re- Other | and
funds!| Long | 8hort { Cash ern- ceiv- | Inven- |current| equip-
term | term ment | ables | torles | assets | ment
seouri-
ties
20,600 | 2,508 | 1,027 503 556 | 1,545 | 2,638 368 | 19,450
894 18 97 29| -2768 151 281 1 770
804 ~147 54 319 | ~207| -122 ] 600
985 7 220 139 381 397 245
1,038 368 216 407 41 18 ,
823 2 -85 | —031 1582 337 19 1,510
1,227 -67 | -119 -9 352{ -180 150 -14 1,210
1,104 183 | -273 56 -25| —128
1,638 51 118 919 44 183 —-12
1,610 260 -1 | —407 183 528 1,270
1, 127 | —184 76 ] —-236| --285 -8 ,

) -76 -2 —-172 92 106 =71 1,190
1,202 201 344 67 418 340 - 183 1,
1,122 167 | —-203}| —102| —565( —416 323 -171 1
1, 520 103 -39 ~80 279 1,130
1,215 ( —108 | —148 14 108 —~88 | —302 80| 1,

" ~151 167 18 281 214 —~14 254 1
1,903 1 221 -6 453 3710 | —326 1,600
2,001 305 —61 679 | —486 —84 231 254 1,

1 Internal funds are defined as profits after tax plus depreciation and depletion minus dividends.

Sources: Federal Trade Commission, Securities and Exchange Commission, and Department of Com -
merce.

TAnLE 21.—Interest-and long-term debt of the steel industry, 1957-65

[Dollar amounts in millions)

Interest on | Long-term Aver: Interest as

Year long-term g‘bt interes! 389 percent of

ebt rate on debt of reveniiss

Percent Percent

1957....... $65 $1,802 3.6 0.4
1088...ccennnnn- 80 2,148 3.7 .6
1050. 94 2,303 4.1 .6
1960. 101 2,488 4.1 .7
1961..... . 123 2,069 4.1 .9
1962. 132 2,884 4.6 .9
1963 128 2,695 4.7 9
1064, - 129 2,878 4.5 .8
1065, 137 3,009 4.4 .8

Source: American Iron & Steel Institute.



STEEL IMPORTS ' 35

TaABLE 22.—Long-term debt as percenlt‘q% _eguuy, primary iron and steel industry,
5

Year Percent

=

PPOOODN®OW O =
LT - TR E T RN TSP I e )

Itk
.ﬁ.ﬂ?&"’“ Bk bt bk o k(D) S B Bk St

Sources: Federal Trade Commission and Secrwuritles and Exchange Commission,

TABLE 23.—Employment and weekly hours of work in blast furnaces and basic
steel products industries, 1947-66

Average weekly hours !
Year All Productfon
employees workers
) Total Overtime
Theusands | Thousands
655. 3 575.0 39.0 N
678. ¢ 593.9 30.8 3)
610.1 520.8 38.2 1
674.4 586.8 30.9 3
714.4 620, 2 40.9 )
638.0 541.8 9.0 ()
726.1 620, 4 40,8 J
645. 5 546.1 37.8 \
706.9 604.5 40.5 (2
700.6 505. 4 40.5 [
719.9 600, 1 39.1 (
601.1 486. 5 31.5 0.9
587.3 470.9 40.1 2.2
851.4 528.4 38.2 1.3
595. 8 478.4 38.9 1.3
502.8 476.3 39.2 1.4
589.9 470.1 40.2 1.9
620, 4 515.8 41.2 2.4
660. 4 s41.1 41.1 2.7
618.9 501.3 40.3 1.8
620.8 5090.6 40.6 2.3
638.3 520.8 40.8 2.5
645.2 526.5 40,9 ®

; gogrs glalladﬁ lgor production workers on nonsupervisory employees.
ot av: A
3 Any year with a steel strike will have an unusually low level of employment since the annual figure
are averages of the monthly figures. .

Source: Department of Labor.
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TABLE 24.—O0utput per man-hour and employment cost per man-hour and per unit
of output, all employees in the steel industry, 1957-65

(1957-59=100]
Output per |Employment|E: {)loyment
Year man-hour cost per per unit
man-hour of output
101.1 03.5 2.8
93.5 100.5 107.6
106.0 07.4 102.3
98.6 108.7 110.3
101.7 113.0 1.1
106.9 117.1 100.5
111.8 120.0 107.3
116.5 128.5 106.0
120.8 126.0 1043
0.1 4.8 4.7
4.4 2.8 -1.6
2.2 3.8 L5

Source: Department of Labor.

TABLE 25.—Total employment cost and employment cost per man-hour worked
for wage employees in the tron and steel industry, 1957-65

Total verage
Year employment hourly
cost per earnings 1
hour

$3.22 $2.73

3.51 293

3.80 3.14

3.82 3.09

3.99 3%

4.16 3.33

4.25 3.39

4.38 3.43

4.48 3.54

! Includes premium pay but excludes other fringe benefits.

Note.—The figures in this table differ slightly from Department of Labor, Bureau of Labor Statistics
dx}tes :lnlt]ee they a?(’le based on a different sample of the industry and are for hours worked while BLS data
refer to hours p

Source: American Iron & Steel Institute.
TaBLE 28.—Productivity and operating rate, steel industry, 1957-65

Output per man-hour,
all employees -
Year Output Al emgloyoea Opemtlng
index !
Annusl (peroent)
Index percentage
change
1057-50=100
114.8 113.6 b [1) 15 N PN 8.5
85.8 01.8 0.5 ~7.5 60.6
9.3 04,6 105.0 123 63.3
99,6 100 9 08.6 -6,1 66.8
98,2 3.6 10,7 3.1 164.7
100.2 3.7 106.9 51 163.6
108.3 05,1 111.8 4.0 169,3
120.7 103.6 116.8 4.2 378.9
181.2 108.6 120.8 3.7 170.9

| Based hgn phgsknl ogéput of pig kot:é ferroalloys, ingots and steel for castings and coke, and shipments of
semifin stee]

1 Production of ingots and steel for casting as percent of capacity.

# Estimate based on a 2-percent per year incresse in ca; y.

8ources: Department of Labor, American Iron & Steel Institute, and Council of Economic Advisers.
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TABLE 27.—Industrial production, 1947 and 1965

Average
Industry group 1047 1966 ann:gl
percentage
change
1957-59 =100

Industrial production index: Total ! 65.7 143.3 4.4
Iron and steel 03,9 133.6 2.0
QGlass and pottery products. . 74.7 133.5 3.3
)4 1T: 1| S, 63.4 120.0 3.6
Aluminum 32.6 161.6 0.3
Plastiomaterials.. . ..ocooaromma e i cacacaeraacns 18.2 207.7 16.8

1 Includes some industry groups not shown.
Source: Board of Governors of the Federal Reserve System.

The CHamrMaN. Mr. Secretary, in order to put this question of
steel imports into perspective, I understand that some 40 percent of
our 1965 imports of steel were subject to a specific duty and another
20 percent were subject to compound duty. You talk ahout specific
duty. Is it not a fact that the incidence of protection providped by
that duty declines as prices, foreign prices on which the ad valorem
equivalent, is based, rise?

In other words, does not the increase in price reduce the impact
of an ad valorem tariff?

Mr. Trowsripet. I would think so; yes, sir.

The Cuarman. Now, I understand that the tariff classification for
angles, shapes, and sections has not changed since 1930. These items
would demonstrate the point I am making.

In 1930, the tariff oF 0.2 cent per pound produced an ad valorem
equivalent ranging between 19 and 22 percent on the product. Based
on 1965 iont}lpons, the same duty of 0.2 cent per pound, specific duty,
would product an ad valorem equivalent. of only 4.4 percent. There-
fore, it would be true that the incidence of protection provided by
this tariff has been reduced by 80 percent without any change in the
tariff itself.

Now, would that not be correct?

Mr. TrowBrInge. Accepting your figures, I am sure it is.

The CuamrmaN. Now, an increase of price in the tariff has the
effect of reducing the impact of the tariff.

Is it not also true that the price rise referred to here is the price
of the foreign steel, since that is the basis on which the ad valorem
equivalent is computed, the foreign price?

Mr. Trowsringe. Yes, sir.

The Cuamrman. Is it not also true that if specific duties had been
reduced through trade negotiations, the instance of protection is even
more sharply reduced ¢ :

Mr. Trowsringe. Well, I believe, if I am not mistaken, our average
weighted U.S. tariff on steel imports today is in the neighborhood of
6 percent. Of course, there are some higher, some lower. This is
less than, in terms of percentage, equivalent tariff impact in Europe,
the United Kingdom, and Japan. '
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I believe that—TI take it that, although I am not a historian of the
various tariff negotiations that were held, I take it that these tariff
levels were influenced by various negotiations in the past number of
years.

The Crairman. Well, the point that I have here is that in a great
number of instance we have a specific tariff of so many cents per
pound, 0.2 cent per pound, let us say. And as the price of the
product has gone up, that 0.2 cent represented an ever lessening
amount of tariff protection.

In other words, it started out to be a tariff protection of anywhere
between 19 and 22 percent. But as the price of the commodity
went up, the effect of that specific tariff had less and less impact.
So it reduced it down to where it amounted to an ad valorem equiva-
lent of only 4.4 instead of 22. Now, if meanwhile, somebody had
made some trade agreements to negotiate down that rate, or that
sKeciﬁc tariff, as the case may be, then the impact would be less
than 4.4. So that if you had reduced it in half, that would be the
equivgilent of about a 2-percent ad valorem tariff instead of 4.4, would
it not

_Dﬁr. TrowBRIDGE. Yes, sir. I think your arithmetic is absolutely
right.
he CuairmaN. When you nod, Mr. Secretary, the stenographer
does not take that down. I know that you answered it, but the nod
doesnot show it.

Senator Hartke?

Senator Harrke. Mr. Trowbridge, I gather that you met this resolu-
tion with what I call less than enthusiastic support. That is perfectly
all right, but may I ask this: Do you consider the balance of payments
a serious problem in the United States?

Mr. TrowsrGE. I most certainly do, Senator. .

. Senator HarrrEe. Do you feel that that balance‘of-;)ayments deficit
is i([)m to be smaller this year than last year, or larger

r. TROWBRIDGE. As said by Senator Bennett, the evidence so far
to date indicates we are going to have a very tough time in reducing
the deficit down to a point below last year and, on the figures that are
currently available, my own guess would be it will be higher.

Senator HarTEE. Be higher?

Mr. Troweringe. Yes, sir.

Senator HaArTkE. Now, how much higher?

Mr. Trowsripge. Well, this is an awfully hard thing to predict, as
you know, Senator.

The first quarter results, if taken on an annual rate, would put it up,
as the Senator said, to about $2.3 billion versus $1.3 billion last year.
There are many unknowns and there are very many changes that could
happen in the 9 months to go.

enator Harrre. The fact of the matter is not only could there be
changes which could decrease it, but if this war continues at its present
level and you stop using inventoxz and start going into other new
items of acquisitions overseas, which we probably now will have to do,
the chances are that that 2.3 is going to be low, is that not true?

Mr. Trowsringe. This could well be, Senator, if the pressures which
you described and which we all know are resulting from the Vietnam.
situation, and other factors, continue; yes, sir.
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Senator HARTKE. So you do consider the balance of payments to be
a serious problem. The balance-of-];layments deficit, in your opinion,
in the first quarter would indicate that it would be up by at least $1
billion ; is that right ?

Mr. Trowsrine. This is the way the figures point at the moment.

Senator Hartke. That isa fair interpretation ¢

Mr. TRowBRIDGE. Yes, sir.

Senator HARTKE. As a result of that, we have instituted several pro-
grams here in the United States, is that not true, which are supposed to
reduce the balance of payments, but which have tended also to restrict
the operation of our American business solely to the United States?

Mr. TrowpribgeE. Well, sir, I believe we certainly have a program
which is designed on many fronts to moderate—— .

S}:)t;ator ARTEE. A program which is like a teardrop on the ocean,
right

r. TRowBRIDGE. I would not classify it as that, Senator. I think
that the program—I am sure you are referring to the program on cor-
porate investments overseas——

Senator Harrke. Yes,sir.

Mr. TrowBRrIDGE (continuing). Has been a program, as I say in the
statement, designed to see if we can finance it somewhere else, to take
a second look at projects which would be marginal, but which has re-
tained a great deal of flexibility in the ability of the companies to main-
tain their overseas operations and to expand them.

The program in 1965, I think, was a successful one and all indica-
tions that we have are that the member companies are continuing the
kind of cooperation they gave us last year, which was excellent.

Senator }-)IARTKE. Now, whether it was successful or not depends
upon a value judgment of the facts; is that not true?

_ Mr. TrowBRrIDGE. A comparison of achievements versus goals; yes,
sir.

Senator Harrke. And that would also include whether or not you
are making substantial gains in regard to balance of trade as well
as to other factors, and 1f you take into consideration the balance of
trade—is that not true?

Mr. TrowsriDGE. Yes, sir.

Senator HarTEE. If you take the balance of trade figures alone, you
would have to say that the voluntary restraint program has been suc-
cessful. Then certainly something e?s,e hasbeen a failure.

Mr. TrowBrmGE. There is no question our balance of trade, a favor-
able surplus of about $6.8 billion that we had in 1964, dropped down
strongly in 1965 and the trend to date is in that same direction.

Senator HArTkE. That is right. .

Mr. TrowsrmaE. I think we are confronted, if you will allow me
to comment on this, I think we are confronted with a situation in
which, number one, we have a very strong and expensive domestic
economy on top of which has come a large new defense procurement.
This has had two impacts, generally speaking, in the trade fields.

No. 1, a great absorption power in the U.S. economy for imports be-
cause of the high levels of demand and purchasing power.

No. 2, I think we are seeing more and more evidence that American
companies are producing very close to capacity, that they are taking
care of domestic orders and defense orders, and that their availability
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for export of products has become less and that this is quite a difficult
problem we are facing in our efforts to—

Senator HarTke. Is one of these evidences of successful—let me cor-
rect that. A

Is one of those evidences of this near-capacity the present large in-
ventory of unpurchased automobiles held by the automobile dealers
throughout the country and the drop in automobile sales? Is that
the item to which you refer ¢

Mr. Trowsripoe. That was not what I was referring to, Senator.

Senator HArTgE. What were you referring to?

Mr. Trowsrmae. Well, I am referring, for instance, to a company
that makes, let’s say, pipe—oilfield pipe. ~ That company is producing
just as much as it can. Last year it sold in the overseas market quite
a large amount of pipe for exports. This year, because of very strong
demand internally, that company is not going after that particular
export market that it filled last year. It is pushing its products to
its domestic consumers and the export effort is therefore reduced.

This is the kind of situation—I would call the one in which we
have heard more and more examples where companies are producing
at high capacity and are filling domestic orders to it, let’s say, laying
off the export orders. _

Senator Hartge. Well, I look on page 17 of the staff committee’s
report here and I find no substantial change in the exports. It shows
that there are two——

Mr. Trowsrmbge. In 19662
a Senat?;or Harrke. I do not know that figure—do you have the 1966

gures .

Mr. Trowsrwse, Well, this is true, that the :;fort totals, manu-
factured and a,griculturai products, have increased this year.

Senator Hanrk:z. No; let’s stay with Bipe for a moment. You
picked pipe and I have here pipes and tubes and blanks for iron on
table 18, which is shown here.

Now, you took pipe here as an example, I want you to show me
where there has been a material change in the exports of pipe by
U.S. producers?

Mt. Trowsrinee. The example I was referring to was a case of a
particular company that I talked with recently.

Senator HArTEE. What isthe name of the company ¢

Mr. TrowsrinGe. It is a company in Texas. I wish I could remem-

- ber its name, Senator. It was a company that last year exported to
Venezuela, that this year has a prospect, or had prospect for a sale
of some $3.5 million, at least to bid on, for %ipe to Venezuela, and
which is not going to go after that business because it is operating
at full cafacity. his is a future sale later on this year. This is the
example I was citingI.A

Senator HarTkE. Let’s put the record straight to show that in the
overall analysis, forgetting this one unnamed, mysterious company
in Texas——

The Cramrman. Could that be Lone Star?

Lone Star produces steel in Texas.

Mr. Trowsrmee. It could be. I could produce the name for the
record if you would like. .
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Senator Harrge. Was the man you were talking to Mr. Marvin
Watson of the White House? He was an officer in Lone Star.

Mr. TrowsrmGE. No, sir; this was a member of the National Ex-
port Council that had its meeting here a month or so ago.

(Further clarification shows the name and company mentioned to be William
Miller and U.8. Pipe & Foundry Co., Birmingham, Ala.)

Senator Harree. We would be glad to have those figures if you
want to submit them for the record.

But I raised a question, since you mentioned gipes and tubes, that
the record shows that the exports were practically the same for the
year 1964 as they were in the year 1965. 1f you have anything which
18 g%n)tmdicbory to that, we would be glad to have it. (See table 8,
p- 29.

But I want to come back to this balance-of-payments problem. Is
there anything that you can see at the moment in the overall economic

icture which would tend to alleviate this substantial increase in the
alance-of-payments deficit ¢

Mr. TrowsriDpGe. Is there anything in the overall economic picture
that would alleviate it ?

Senator HARTEE. Yes, that is right. That is exactly what I meant
to say.

Mr. TrowBRIDGE. As a prospective move that we should make or
existing factor?

Senator HarTRE. A prospective move you should make, on things
I do not know about, and things which you have s;;lecial knowledge
of and special access to, or if there is not anything, then all I want to
know is if that is true.

What I am trying to find out is if there is something which we do
not know about that you know about and we should know about.

Mr. Trowsringe. I cannot claim any special knowledge that you
would not have, Senator. It seems to me that we are facing an in-
creasingly difficult job of doing—

The CrarMAN. What the %ena-tor wants to know is, is there any-
thing you can foresee at this point that is going to correct this un-
favorable balance of payments, or do you have any plans to do some-
thing that is going to correct it, or can we anticipate that it is going
to continue the way it is now, unless someone comes up with something
that you do not anticipate at thistime?

That is the question, is it not ¢

Senator HarTke. That is ultimately where I was going, but I did
not want totake it all in such a big step. That is all right.

Mr. Trowsrige. Well, sir, I think that the various statements by
Secretary Fowler and Secretary Connor in the press conference several
weeks ago are indicative of the problem, indicative of the pressures
that we are confronted with in trying to reduce this balance-of-pay-
ments deficit.

I have no particular knowledge of any factors that were not men-
tioned in that press conference, nor do I have the crystal ball that will
say here is the panacea for solvinf it. T think we are headed for
continuing difficulty. We have full awareness in the administration
of the importance of reducing that deficit. We are within the Gov-
ernment attempting to find ways of reducing the oversea defense
procurement.
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As you know, the foreign aid program is more strongly tied to U.S.
procurement at every possible opportunity. We are workmfg ex-
tremely hard to try to encourage greater exports on the part of U.S
manufacturing companies. We are looking at all parts of this prob-
lem and continuing to work on it. But if I were to claim that we hud
the %olden rule answer to solve it overnight, I would have to say I do
not, Senator. .
he CaamrmaN, To answer the question in one word, the answer is
“No,” isit not ¢

r. TrowBRibGE. Yes, sir. . . .

Senator Harrke. Now, let’s come on back to this question of this
voluntary program. ) . s

The overall effect, if this were continued for a period ad infinitum,
would be to put us basically in an isolated economy, where we are op-
erating within our own confines and permitting the rest of the indus-
trialized world to take any new markets; is that not truet )

Mr. Trowsrinoe. You are talking of the corporate program on in-
vestments, Senator ¢ :

Senator HArRTKE. Yes,

Mr. Trowsringe. I do not think we can continue this program for an
indefinite period of time, no. I believe that the program so far has
had a moderating effect. At the same time, there has been flexibility
in it and certainly the investment patterns show that many companies
have proceeded with their plans for continued investments abroad,
that they have done so within the guidelines of the program, and that
their competitive ability has been, I am sure some companies will say,
hampered by the program.

But from talking with many, many businessmen who have coop-
erated with the program, their feeling is that it has been one that they
could live with and one that they have carried on their basic business
decisions fairly flexibly within. ”

Senator Harrke. Well, the real reason that there is any cooperation
whatsoever is that there is a threat of mandatory controls; is that true?

Mr. Trowsripge. That threat has never been stated and never been
said by anyons other than those who see it in the wind. I do not think
that there is a mandatory program under development that I have
ever seen.

. Senator Hartke. I know, but the point about it is that the industry
itself would prefer to have voluntary ;)rograms than it would to have
mandatory programs; is that not true

Mr. TrowBRIDGE. Yes, sir; I believe that is true.

Senator HARTKE. Ané there is alwngs that possibility of having the
mandatory programs in the background ; is that not right¢

Mr. TrowBrIDGE. Among the various alternatives that the Govern-
ment could take, there are some mandatory ways. But I see no trend
in that direction.

Senator Harrkn, And Secretary Connor has repeatedly stated that
he prefers to have the voluntary approach,

Mr. TrowsrIDGE., Yes, sir.

Senator HarTrE. That is right.

Now, there was an unnamed banker—I say “banker” in quotes—in
New York who gave an interview, an exclusive interview, to the
New York Times—I think it appeared in the Saturday paper about
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2 weeks ago—in which he indicated that he had special information
that if the balance-of-payments situation did not correct itself—this
is contained in a series of predictions of his—that the Federal Gov-
ernment would find it necessary to impose other measures,

Do you know of any other measures that the Federal Government
could impose other than mandatory restrictions on foreign capital
investment {

Mr. Trowsripge. Senator, I think we could probably run through
& number of other measures the Government could take. If you take
a look at the British attempt to solve their balance of payments, they
have used other methods. Sure, there are lots of—I would not say
lots, but there are techniques that ono could take.

Senator Hartke. For example.

Mr, Trowsringe. Well, fjust take the ones the British have used of
controls on their exports of their capital.

Senator HarTke. These are mandatory controls.

Mr. Trowsringe. This is a review of all outflow of private invest-
ment capital which the British companies wish to send overseas for
investment. The British have also taken a step on the surcharge on
im’izorts, monetary surcharge.

hese are techniques which other countries have used.

Senator Harrke. But the net result, again, of all these programs,
whether voluntary or mandatory, which restrict capital investment
means simply this in the final analysis, that whatever new markets are
to be acquired by foreign investment are denied to the United States
and given to other industrial nations in the world. Is that not truef

Mr. Trowsringe. Well, if there is & withdrawing or a lack of entry
of American investment in a given market, surely the United States
does not, ‘li)‘y lmvin&not made that investment, does not get into that
market. Whether that gap, or vacuum, would be filled automatically
from some other source is very possible.

Senator Harrke, Well, if it is going to be filled at all, it will have
to be filled from some other soume%

Mr, TrowBRIDGE. Yes, sir,

Senator Harrke, The natural item in that is to have it filled by some
other industrial nation in the world.

Mr. Trowsripage. This is a source of capital ; yes, sir. )

Senator Harree. Which is a new form of economic isolationism
practiced by the United States in that program, is it not

Mr. Trowsringe. I am not sure you can say, Senator, that the pro-
gram has created any kind of economic isolationism. It seems to
me that our investment patterns, as strong as they are, have been
continuing. They have been moderated. The com‘)anies have looked
at their program from the point of view of the balance-of-payments
impact. Many of them have proceeded to invest by generating the
funds abroad. Others have worked out, sny, a stretchout in their
particular investment plans, looking at it from the point of view of
maybe this one is purely marginal and the return on the investment.
may not be as gooﬁ as we think it should be. Therefore, they have
postponed it.

There have been many techniques the companies have used, usin
their own best business judgment. But they have done so with knowl-
ed%:a_ of the balance-of-payments problem of the Nation and have,
I think, cooperated in doing so with the national interest.
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Senator Harrke. If you do not want to say it has created a new
form of economic isolationism, you would agree it has tended toward
economic isolationism ; is that not true? :

Mr. TrowsrIpGE. Senator, I would not say that; no. I just re-
turned last night from a conference in Geneva of the Atlantic Coun-
cil, where British, European, Canadian, American businessmen talked
about some of these problems. We are not isolated from that part
of the world. We are not isolated from the rest of the world. In
fact, we are in very strongly and many of our European friends are
concerned about the strenﬁth of our entry and our presence. But
I think they recognize and we recognize as they become more and
more multinational companies that there is no such thing as isolation
any more, that there is a strong, active participation in the interna-
tional economy by U.S. companies.

Senator Harrke. I quite agree. I am not in favor of economic
isolationism. That is why I am raising these questions.

What I am saying is that this program tends toward economic
isolationism, and although we are not isolated, the truth of it is that
this is a tendency to move, not toward internationalism, but toward
n situation where we are counting on our own markets to take care
of our own production, and we are restricting our business people
from participating in the economic development of the rest of the
world. Not at the expense of the rest of the world, but for the
development of the rest of the world.

Mr. TrowBRIDGE. Sir, I am sure that there is no disagreement that
we would pe much happier if there were no kind of problem of the
balance-of-payments nature, if we were closer to equilibrium and that
there were no need for a program such as the balance-of-payments
voluntary program. '

This is, to be sure, in the direction of restriction, of moderation.
We prefer to be without it. But I think we face perhaps another
guestion which is equally important. That is the confidence of the

ollar asa currency in the world today.

‘We, I think, can agree that to the extent that the confidence is un-
dermined, American business, American trading interests certainly in
many parts of the world are more in jeopardy every day.

Senator Harrge. I am going to continue, but I think the chairman
made a good suggestion.

I think if Mr. Bennett wants to go ahead, that is fine.

The CramrMan. I thought we would sort of pass it around. Sen-
ator Hartke mith want to pursue this matter in greater detail. I
thought we would allow other Senators to ask questions and then come
back to Senator Hartke,

Senator BENNeETT. Mr. Trowbridge, I appreciate the answers you
gave to the questions with which I interrupted your reading.

I would like you to turn to page 9 of your statement. You end your
discussion of point 3 of the resolution with the statement:

As my comments have suggested, we feel that Point 8 of the resolution, re-
sn{lcted in scope to steel imports, calls for a study which would be of limited
value.

Of course, that immediately sets my mind working. What kind of
a study would be of general value or overall value



STEEL IMPORTS 45

If we are going to say that we do not want to undertake the study
of any particular problems of any particular industry because that
study would be limited value, then we do not undertake the study of
the problem as a whole. So I think the Department of Commerce
should be concerned in the situation in which our balance of trade—
not b::;ltl; balance of payments—seems to be lagging or at least getting
no r.

‘We should take a look at all the industries of a major size, and we
could set the size, whose exli]orts are decreasing or whose imports are
increasing at a rate above the growth of the domestic economy.

Now, I am not here to sug; that you should undertake such a
study at the moment, though I am intnﬁxed by the concept that the
industry study has limited value. Maybe we should look at a study
of the whole movement inside the balance-of-trade problem, because
there are many other industries whose change of rate is probably
substantially higher than that in the steel industry—either one way
or another.

Is there any agency in Government that is making them, toking an
overall look at the changes in the pattern of our balance of trade to
find out where the trouble spots are

Mr. TrROWBRIDGE. Yes, sir.

We in Commerce, in both the Office of Business Economics, which
deals with the overall balance-of-payments accounting and reporting,
in the Bureau of International Commerce, where we particularly focus
on the changing pattern of U.S. trade relations, both imports and ex-
ports and with all countries—we do this on a monthly basis and then
& review on a quarterly basis to keep track of and analyze the change
in those patterns where our marketing percentage, for instance, is
changing,

One of the factors in that particular locality for exports is either
encouraging or discouraging them, what industries are particularly
strong from both the import and the export side, and we do keep,
within the extent of our capabilities and information, we do keep, I
think, a good running record on the total export-import trade pat-
tern as it develops. We are trying to do some projections as well,
trying to look forward. -

Senator HARTKE. Is this published quarterly? .

Mr. Trowsrinee. The overall results are published in the magazine
called International Commerce, which we s)u lish weekly.

Senator HaRTKE. Are these total results or are they industry-by-
industry changes?

Mr. Trowsripee. We get down into major industry se%ments and
major country changes. Our concentration is on the developed mar-
kets where the largest part of the trade takes place. We do have in-
formation down into'the subcategories of various industries, broken
down by the standard code figures.

Senator Hartee. Would you call the steel industry a subcategory
ingustry ?or would you have figures that refer specifically to the steel
industry

Mr. Trownringe. We have figures on that.

We do consider it a major category and we do have figures.

64-887 O-~86-r—-4
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Table 1 in our annex shows the general export-import trend since
1955 in millions of dollars and thousands of tons of steel mill products.
(See p. 25.) We would be able to break this down in greater detail.

Senator Bennerr. I think it might be useful to this committee, and
ma.{be we are imposing too great a burden on you, to have a composite
table of the major, of the industries of sufficient importance so that
their volume affects the balance of trade—what should we say, 2 per-
cent, 8 percent—so we see the whole picture. Here is the steel picture.

I come from a sart of the country that is disturbed by the importa-
tion of cattle and meat. I do not know what the current status of
that is. I have not looked at it. Maybe it has straightened itself out.
But I would be interested, if it would not be too great a burden, to
have you draw off a table for the committee showing these industries,
let me see, whose total volume is—I would not be able to put a figure:
1 or 2 percent.

Mr. Vail has handed me the Survey of Current Business for March
1966. Isthis published monthly?

- Mr. TrowBRIDGE. Yes, it is,sir.

Senator BENNETT. Maybe we should ask our own staff, Mr. Chair-
man, to take the breakdown that exists here on foreign trade by com-
modities and make an annual comparison so we will know those trouble
spots and have the whole composite picture.

Mr. Trowsrinet. I would be very happy to supplement that infor-
mation, Senator Bennett, from whatever information we can add that
would be of interest to you.

Senator HARTKE. Senator Bennett, I might say in discussions with
the chairman here this morning, he has indicated that just the prelimi-
nary indications here this morning might warrant a much deeper study
of this whole thing by the committee and maybe other hearings into
othela)ll- industries along the line which you suggested or into the overall
problem.

Senator BENNETT. Just as a background to determine whether or
not such a study might be worthwhile, if it would be possible, could
the Department take the most recent set of statistics, turn back a year
or two and compare them, and let us pick out those industries where
the change is greater than the growth, than our own internal growth
on the imports?

As for exports, I think we would be interested in the major industries
whose reduction in export trade over the last 4 or 5 years has been at
a rate—well, I do not know——you are in a reverse rate; you cannot com-
pare it with the rate of our growth. '

Mr. TrowsrmGE. I believe that Survey of Current Business deals
with the 1965 performance.

We have, as I said, a quarterly review which——

Senator BENNETT. It shows the comparisons with 1965 by countries
but not by commodities. I am interested in commodities.

Mr. TrowsrIDGE. I see.

Well, we can supply even more recent information as far as the first
quarter of 1966 goes by major commodities and major trading areas,
too.
Senator BENneTT. Well, the committee would be very much inter-
ested in all commodities important enough to be listed whose exports
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have decreased 25 percent over the last 5 years. That is a substantial
and major change.

(The following statement was submitted for the record.)

Of our leading exports, only two commodities show a decline of 25 percent or
more in 1065 compared to 1961. These are (1) iron and steel scrap, and (2)
diesel-electric locomotives.

Mr. TrowBrIDGE. I might point out, Senator, what I am sure you are
aware of, that the total amount of American exports each year has been
increased. The rate of increase has not equa]es the rate of increase of
imgorts. Hence the surplus.

enator BENNETT. I know, but these totals hide the trouble spots.
This is the answer that you might give to tha steel men; Well, do not
worry about the fact.that steel imports ave decreasing.
o Mr. Trowsribge. ‘There might be problem areas within that overall
gure.

Senator BENNETT. Yes. It is the trouble spots we are trying to get
at.
No further questions, Mr. Chairman.

Thank you very mucfl, Mr. Trowbrid%:s.

(Pursuant to the above questions, the following information was
submitted by the Department of Commerce. The tables are from the
Department of Commerce 1966 report, “U.S. Commodity Exports-
Imports as Related to Output, 1963 and 1962.”' Comparable data for
1964 and 1965 are not yet available.)

N
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onais (z) (2) - - - (¢4} (2) (2) - - - =]
011225 2.9 3.1 22.6 21.1 26.0 1 1 1 1
011305 .7 21.8 42.9 35.2 40.4 53,2 (z) (2) (z) (2) (2) 1 g
9 6.9 2.5 14.5 17.1 211 2 2 3 4 5 5
8 2.5 2.3 2.0 2.3 2l @) @) @l @] @] @ g
.0 2.1 1.2 1.5 1.9 8.6 (2) (2) (z) (2) 1 3
9 .3 1.1 3.2 4.5 3.6 3 1 10 17 10 @
3 8.3 11.5 11.9 12.5 13.6 (2) (2) »{2) 1
Scybeans (for beans)...... reeesteisennansnns 2| - (2) (2) (2) (2) (2) (2) (2) (2) (2) (z) | (2)
Dry beans; field peas (including cowpeas)........ 1.6 1.6 2.2 1.7 2.1 1.4 1 1 1 1
0119 Field crope and seeds’........... veereeresnaes 179.7 17%.4 179.7 176.8 190.6 175.8 (x) (x) (x) (x) X} | (x)
01198 SUPPlementary......cueeeeeen... . 147.3 145.7 149.2 147.0 150.7 143.0 (x) x) (x) (x) (x} | (x)
Types grovn domestically..eecenvsceececannnns 129.6 137.6 13,1 136.3 130.2 (x) (x) (x) (x) x| @
011915; 2141 Leaf $0baCCO.....c..... ceescssensersoriresosanne 9.0 101.2 114,2 115.5 111.8 105.0 7 7 8 9 10 9
Flue-, fire-, and air-cured and other,
1nc1uding Cigar BINdere.cuueereeerennnerenanns 77.6 77.3 84,5 8.5 81.1 7.2 6 6 6 7 8 7
Cigar filler...... . 20.1 2.5 26.9 28.2 28,4 2.3 61 57 62 63 | €3
Cigar wrapper....... 1.3 2.4 2.9 2.8 2.3 2.5 3 5 7 6 6 7
01192S Field crop ofl seeds, n.e.c.... 5.9 6.2 5.0 4.5 5.3 5.8 x) (x) (x) x) x) 1 (x)
Types grown domestically, 1.3 1.6 1.0 .7 .9 1.0 (x) (x) (x) (x) x) [ (x)
Flaxseed....eeornnneenn.. (z) (2) (2) (2) (2) . (@ (2) (z) (2) (2) (2) | (2)
Other (except cotton, soybean),. 1.3 1.6 1.0 .7 .9 1.0} (0 (x) (x) (x) x| @
Types not grown domestically:
Castor, sesame, DOPPY 5€€d......c..eveen... .. 4.6 4.6 4,0 3.8 4 4.8 100 100 10| 100 | 100} 100




011935 Fleld 8648, ...uveeeerreacersssornnrrasenncessan 18.7 15.3 14.4 12.0 14.8 9.6 (x) (x) x) (x) @1l
A£81fA BEe3.ncrrescananann 1.8 1.3 . .2 By (2) 1 1 ) | (2)
Clover seed, alsilke.......... 7 1.0 .7 .3 .2 . 8 90 7 7 15 2%
Clover seed, white and ladino,. .3 .1 .1 (2) .1 .2 s 2 2 (2) 2 5
Clover seed, red .6 1.9 1.6 .3 4 % 2 8 8 2 2 2
Clover seed, sweet....... 1.6 2.0 1.4 4 1.1 1.1 45 4 18 3| 313
Clover seed, crizscn... (2) (2) .l (z) 4 .5 (2) (2) 4 (x) (X; (x}
Bent grass seed.......... (2) (2) (z) (z) (2) (z) (2) (z) (2) (x) (x x)
Orchard grass 2.0 .8 1.7 7 2.0 .6 51 23 43 25 2
Pescue seed, except creeping reds,..... . % .2 3 bt } 4.0 2.6 4 3 6 (x) ®l
Creeping red fescue seed......... 2.0 1.6 1.9 2.4 . - . 65 67 76 (x)
TABOLLY Beed...vvernscannes & 2 .2 .2 .2 1 4 10
Fleld and grass seed, D.€.Coceveerveenenennsnns 8.7 6.3 .0 1 7.1 6.3 3.5 x) (x) (x) x) x| )
01194 Pield crop fiders, except cotton................. 46,8 43,6 38,7 39.8 50.4 41.4 (x) (x) (x) (x) (x) gx)
011%4S SUDPLEMENLATY. . eeeeerrreraneeanns 14,4 14.9 8.2 10.0 10.5 8.6 (x) (x) {x) (x) (x) X)
Types grown domesti 1.3 1.2 .7 .9 .5 .6 (x) (x) (x) (x) x| @
Types not grown domestically, 13.1 13,7 7.5 9.1 10.0 80 100 | 100 | 100} 100 | 100 | 100
01194C Complementary (sisal, abeca, etc. 32.4 28,7 30.5 2.8 39,9 32.8 100 | 100 | 100} 100} 100 | 100
011998 9.3 8.1 7.4 4,9 8.2 1%.1 x) x) (x) (x) x) | ) S
5.1 4.9 4.7 2.9 5.2 5.7 17 19 23 12 16 { 17 5]
2.8 2.1 1.9 1.6 2,4 6.6 (z; (2) (2) {2) (2) =
7 .3 .2 .2 . 1.3 (2 (2) (2) (2) (@) | (2) e
1.1 .6 % .1 .2 .2 10 6 5 1
4 .2 .2 . (2) .2 (z) (2) (2} (2) (z) | (2) =
2 @ ) [63) @ 1ol @ ©f @ © §
0122 Fresh frults end tree muts.....ccceovvereeeenneeeee| 196,21 71863 | Ta900 | Tano | Tws | w2l Wl ] | | @ | w ::ou
01225 SUPPLMEDLArY...eeueesrerrereonaaneraconanenens| 107 | Ti07.0 | Th008 | Ti30.2 | T130.0 108.4 7 8 8 7 g
a2 Fresh fruits: r r r .
o12as Supplementary (types grown domestically)....... 2.2 T13,9 12.7 14.9 13,5 13,6 1 1 1 1 1 1
GrapefTuit..ouceiuucreccscensoncannnens (2) (2) (2) .2 (2) .2 (2) (2) (2) (2) (z) | (2)
LeMON8, o eevrnserncnccncnesonsanscracssoanen .1 (2) (2) (2) (2) (2) (2) (2) (z) (2) (2 | @)
4 3 .3 .3 .2 .3 17 16 19 20 B! B
4.6 1.1 .8 1.1 1.6 1.2 1 (2) (2) (2) (2) | (@
1.4 1.1 1.7 1.6 .8 1.3 3 2 3 4 2 3
6.0 4.6 3.9 3.7 3.6 3.1 2 2 2 2 2 2
(z) (2) (2) .1 iz (2) (2) gz) ﬁz) szg (2) | (2
.5 .2 1 1 F3 (2) 1 Z) z) z (z) | (2)
3.2 2.1 1.4 1.6 1.0 1.5 2 1 1 1 1 1
1.7 1.2 .8 .11 .7 .8 3 2 1 © 2 1 1
.5 4 .5 2 .2 .2 (2) (2) (2) (z) (z) | (2
.5 R “4 .3 .2 .2 1 1 1 (2) (2) | (2)
3.3 2.5 2.6 4.6 5.2 4.8 el s 6 9 12}] 10
01221C Compl ( , plantaing)......cce.... 8.1 7.6 78.6 7.9 78.5 ';o.s 100 | 100 { 100 | 100 | 100 | 100
Notes: « Rep zero, X Not tpplielhle Z Less than $0,05 millicn or 0.5 percent. NA Not available, n.e.c. Not elsevhere emliﬂed T Revised.
u‘ror def: of "suppl ry" and " Y" see table 1A. Supplementary commodities are identified by "S" following code; complememtary compodities by "Cr C%
following code.

represent mainly wheat unfit for human consumption.
’mdowtimmdedatnrcrmm
“Pore » 1 cormogof+a - - A4 e -



—Table 28. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit

(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 1963 —continued

mpoits for consumplion Percent, imports to new supply
Product . (willion dollars) (output plus imports)
code Title
1963 1962 1961 1960 1959 1958
AFICULTURAL COMMODTTIES~--Continued
Fresh fruits end tree muts—Contimued
012225 Tree nuts, edible............... ceererectenasanns 51.4 46,5 48,0 51.8 48.0 47, 32
Types grown domestically (almonds, walmits,
pecans, and £ilberts)l.........cccue.n. ceevens 4.9 3.4 5.9 6.7 9.0 8.3 8
Types not grown domestically (Brazil, chestnuts,
pignolie, etc.)...nuunnnee., teetsssesainenes . 46.5 43,1 42.1 45.1 39.0 39.0 100
01223 Fruit and tree nut products, n.
grown domesticelly)....... 39,5 47.3 50,7 64.4 69.7 48.9 x)
012235 32,1 46,6 50.1 63.5 8.5 47.5 100
01223¢ 1.4 .7 .6 .2 1.2 1.4 100
01235 Fresh vegetables and melcns?,...... . 48.4 2.2 T3.3 T49.2 T42.7 740.9 3 3 4 4
Onicus......... 3.2 4.6 2.8 2. T35 3.2 7 3 6 4
. PEPPOrB.c.ciivencerirrnnsenns 2.2 1.8 1.3 2.4 2.2 1.8 s 4 7 6
Tountoes. . 20.9 17.6 13.0 2.9 19.9 20.6 5 4 8 8
Peas...... .5 ./. 4 .5 4 .5 1 1 1 1
Beans, 1ima, (2) - - (z) (z) (2) - - ( (2) | (2)
Beans, other. 1.3 L7 1.1 .8 1.0 1.3 1 1 1 2
Watermelaus,. 2.1 1.2 1.2 2.2 1.8 1.1 3 3 4 3
Cantaloupes., 4.9 4.5 4,0 4,0 2.9 2.2 7 6 5 4
Melous, n.e.c. 1.4 1.2 1.1 1.7 1.0 .6 17 13 13 3
Cabbage. 1 .2 1 .2 .1 3 [¢4] (2) Z (z) 1
Carrots. 1.3 1.1 .9 .8 .3 .3 2 2 1 1
Celery.. - (z) (2) (2) (2) (2) (z) (2) (2) | (2)
Lettuce........ (2) 1 .2 .2 .2 .1 (2) (2) (z) | (2)
Cucunbers. ... . 3.7 2.4 1.9 2.7 1.2 1.1 H 4 3 3
Eggplant.......... .3 .2 .2 .3 .3 .2 6 7 9 8
Garlie......... creeatssaccnes ceveenne 3.9 2.7 2.0 2.6 3,2 2.5 47 44 55 52
Other fresh vegetables®........ veversane 3.6 3.5 4,1 4,7 4.7 5.1 2 2 3 3
01335;07235 | Poultry farm and hatchery products.......... 1.4 1.0 1.2 1.3 .5 .9 (2) 1 (z) | (2@
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01391S

01392

01932
019325
01932¢

099
0199C

09,2036

Livestock £arm produCtS..cceersscccacsscsrosssessoss
Livestock, except hOrseS.....ceececscsssacne
Cattle (a1l PUTPOBES)...nvsnsssssmsmenemnsrrns

1P, cereccacocenes

Mohair and other wool-like ha:
Types not grown domestically’,..........

Complementary (mainly cerpet wo0l8).....vveuen.

Horticultural specialities...... vececcscrososssnnns
Types grown domestically.......
Types not grown domesticallyS..

icallyu.....................
Types not grown domesiically

cmcul)......................................

Animal specialities, n.e.c.........
Types grown domestically.........
Types not grown domestically.....c.veereccnaees

.

Farm products, n.e.c.......................... ..
Supplementary (certain unground spices)?.........
coqlzmtary (epices, raw coffee, cocoa beans,

eseesssecerase

PORESTRY COMMUDITIES
Forestry commodities, total....cvveeeccecaans
Christoms trees, evergreel......ccecvevevcnccnccces
Gum and barka...................... cevecosen

Forestry products, n.e.c, (crude mbber, dyeing,
and tanning materiels, lac, etc.)eiccvecervaranne.

FISHERIES COMMIDITIES
Fisheries commodities, total....ccevencvvasen

X Not applicable,

$ otes: - 2010,
nmoru include ubemd nuts.
include frozen vegetables;

’Pemmneubcxdonmwutotmydwnlonamly

‘Pemhgu based on output of artichokes, esparagus, beets, broccoli, brussels sprouts, csuliflower, sweet corn, escarole, kmle, shallots, and spinach,
paca, cashmere, camel, aleppo, etc,

‘Phxnly crude dng., hnrbs, and roots,

Thmports include celery seed, capsicum, unground mrbu-d, gro\md and mgmund p.prua,

2R
R

ggad ¥

e
&5
bl

162.2
16.6
98.0
18.6
45.6

18.4
7.2

1,192.6
6.9

1,185.7

337.5

o« \:hq;—'mo WO

5 BEX

«E% 5 U 8gsh
0 WOoWwN BN RO M

b
LY RGE o

e
R85
o h

16,

<% xss
BON [

s
.
N
W

1,217,

269.3

6.5
2.7

260.1

T344.6

T281.8

2 Less than $0,05 million or 0.5 percent.
percentages based on output of fmhveceublum]s

bubugk 58

3

LI
oono

-
~
N
)

MR™ N Roo

n

)

H
8 % sms e oRs

B
- X - )

-
-

T251.5

333

BuBRB5
3 qSrOM-O WO

ot

388 o5B 8 BpBR
(LS F\)

by

RER B
N Ww L ERV XY

9
3

w
bl
Iy

5
7

"

1,346.8

NA NOU availapie.

GE3

‘Br5538
o [ R R N W wWwhoO

5

PRR
NN

Py

cbu W Lal

g 5 ask

b

s

1,429.6

1,426.3

5.3
18.5

(x)

(x)

100
100
(x)
100
(x)
(x)
100
(x)
100
(x)
(x)
100

(x)
(x)
100

100

(x)

(x)
(x)

100

(x)

x
100

100

(x)

(x)

{x)
35
31

100
100

(x)
100

(x)
(x)
100
(x)

(x)
100

(x)
x}

100

(x)

(x)
100

100

(x)

(x)
(x)

15
100

100
(x)
100
(x)
(x)
100
(x)

(x)
100

(x)
(x)
100

x)
(x)
100

100

(x)

n.e.c. mt eloewnere classified,

(x) ]

x)
38
32

100

100

(x)

100

(x)

x)

100

(x)

100

(x)
(x)

100
x)
(x)
100

100

(x)

r Revised,

(x)
x)
100

(x)
(x)
100
(x

(x)
100

(x)
(x)

100

x)

x)
100

100

(x)
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Table 28. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 1963 —continued

!mport; {o« consumption Percent, imparts to new supply
Product . (million datlars) (output plus imports)
Title
code
1963 1962 1961 1960 1959 1958 1963 | 1962 | 1961 | 1960 | 1959 | 1958
MINERAL COMMODITIES .

10-14 Mineral commoditles, totall..c.ieseseeenaes | 2,32%.4 | 2,353.6 | 2,285.3 | 2,289.3 | 2,295.0 | 2,260.5 (x) (x) | & (x) (x)
10 Metal mining commodities, 10tal.eee.esseceess 822,3 | To09.5 | Ted9.5 |T1,0s2.5 | 1,060.7 | 1,028.9 x) (x) @] ® (x) x)
1011 Ircn ores and cONCENtIates®.ceeeeececencensrenscass 323,2 38,7 250.2 321.7 312.4 231.6 32 % 28 31 38 27
1021 Copper ores and CONCENtTALESeeerererrerravenananss 12.8 12,1 30,9 49.4 23.1 46,0 2 2 4 7 4 8
1031 Lead and zinc ores’s 55,1 6,7 59,1 .6 66.3 103.8 24 28 27 30 30 41
10311 Lead ores and CONCENtIEtES .eveeseeosenessensoes 21,4 21,2 % 27.9 27.0 51.9 28 33 31 33 3L 45
10312 Zinc ores and caNCENtrates®...evecevrecennnornes 33,7 40,5 %7 43,7 9.3 51.9 22 26 25 28 2 38
1051 Bawxdte and aluminim OreB...cecveccnccscanensoscnns 118,3 124.9 90.5 80.4 75.0 70.9 87 89 87 » a 80
1062 Manganese ores and COBCENLTALES...eseereeosonssosse 67.6 66,2 8.4 82,3 7.8 6.4 9% 9% %{ 93 8 7
1064 Tungsten ores and concentrates... esensessnnace 1.6 2.9 2,0 3.5 4.2 12.0 18 20 16 26 48 47

1069 Ferroalloy ores and cor tes, except dium, :
DeCeCureecvrnsvaracsesoesoressrsrasnrossacencasnan 26,2 30.8 25.8 3.3 374 %3 {x) x) x| @ (x) x)
10691 Uy eeonoesorasnrsasaancas 20,1 23,7 214 2.2 31,9 28.2 1001 100 88 86 29 82
10693 Columbium and tantaluDeeesesscocesssacconserconns 5.5 6.9 4.3 4.8 3.8 4.5 100} 100 x| & x) x)
1092 Mercury ores and wetalliC DEICUrY..ecesecsscosooses 6.8 5.1 2.0 3.5 €.0 3.9 65 50 2% 33 46 32
1093 Tito0iUD OreB.ereacesesss 10,0 7.1 7.1 8.7 10.9 1.3 36 32 33 3 46 48
Ilmenite concentrates. 5.1 4.5 4.6 5.1 8.0 6.8 2 2% 26 26 40 ki
Rutile concentrates,..... 4,9 T 2.6 2.5 -3.6 2.9 4.5 79 T4 76 80 76 8
1084 pt. UTaniUt Or€Sue.ceeeescsssssncnsssecsasecsoannscacens 190.0 252,3 276.1 363.6 420.0 4217 6 65 65 70 75 78
1099 {Metallic mineral ores, N.€.Cececsesccsescencecsenes 10,7 21,6 27,4 36,5 3.6 17:0 %x) W] W] © i ® | &
10991 Beryllium concentrateS..e.... 1.7 2.9 2.8 2.9 2.3 1.5 X) x) (x) 9% 92 88
10992 TID O€Buvcseusssceennsessvesavasasnsssasanscenss 3.1 13,6 21.9 3.1 23.3 11,2 x) 00] 100} 200 | 100 } 100

4y
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1492
1493

Standard l(om - Represents zero, X Not spplicadle,

Anthracite..sececcecocecscccecnccccnnccccsass

Bituminous coal and 11gniteececcecenccecessss

0il and gas extraction products, totaleseeees

Nonmetallic mineral products, except fuels®,,
Dimension stone, IPOUBN..ceeseececcoesassssssscseens
Crushed and broken S8UMNC.eescsssccccseercoscoscccesn

Send end graveloccecevecsssoncescassocsssesanscanas
BentOnite.sececacecsesscsconscecsoasossssransnsonce

Kaolin and ball Cla¥.eeveessseccsserrcccsascsoncans

Clay, ceramic and refractory materials, n.e.C......
FeldSPareeeerscecsssncsassoacoscccassccscasnancance
Barite (crude and prepared)..cecescscccescescccenes
wﬂmmpar..........................................
{Potash, soda, and borate minerals’........eeeseescs
Phoophate TOCK.eeseeccocsssroccsvesonssasascrocsns
Sulfur (including elemental)..eceececeeesseccessass

Chemical and fertilizer minerals, N.€.C.cesecscesee

GYPOUe e ceerernacncsacacccscccnccrssassasacccncanas
8, scrap, sheet and ground.secessscescscscocsses

2.3
3.5
o1
4.8
4.1
41.6
3.7
23.9
2.0
10.9
2.1

2.4

(2)
2.3
2.6
o1
6.1
15,6
33.1
3,6
20.6
T2
10,5
L9

Iwcrw for 1963 only do not include native asphalt and bitumens (code 1494).
include manganifercus iron ore (manganese content less theam 10 percent).

Inports

’Pemmtages are based an ou

*Imports

Imports do not include ref

t valuez estimated cn the basis of Tecovered metals
do not include nn code 1/.76) for all years, or native ssphalt (code 1494) for 1963 anly,
anhydrous sulfate and galt cake {crude) technical,

(2)

1.4

978.4
933,7
44,7
T356,0
1.5
1.5

1
2.7
2.5

o1
5.8

13.6
0.2
3.6
17.2
2.7
9.1
1.9

2 Less then $0,05 million or 0.5 percemt.

(2)

" 9236

923.6
895,2
28.4

a3

1.7
1.8

@)
2.7
3.0

5.1
%b
23.9
3.8
15.5
2.8
9.0
2.2

prices rather than at mine,

(See code 28197.)

893,

337.8
1.7
1.9

o7
@)
3.0
2,9

W1
5.0

13.4
26.7
3.4
13.9
2,2
1.9
74

NA Not available,

(2)

2.5

961.5

961.5
93,7
2.8

T267.6

1.7
1.3

()
2.6
2.7

3.9
9.8
249
2,9

13.6 .

2,1
6.9
5.1

(2)

()

10
x

x)
x)
@)
()
(z)

X)

17
3
19
x)
2
18

(2)

(2)

55

(x)
x)
()

(@

(2)

x)

15

16

16

x)

2
135

(2)

(2)

»‘:o 0

(x)
(x)
2)

(2)

(2)

nEo o

(x)
x)
(@)

n.e.c, Not elsewhere classified,

(2)

(2)

x
(x)

T Revised.

(2)

(2)

ok

x)
x)
@)
()
(z)

)

)
28
33
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Table 28. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit

»(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 1963 —continved

Imports !or consumption Percent, imports to new: supply
Product . (mitfion dolfars) (output sius imgoets)
code Title
1962 1961 1960 1959 1958 1963 1960 | 1959 1958
MINERAL COMMODITIES ~-Continued
14% Natural asphalt and DitAMEDS..cesesesssessanseonracs .6 3 .3 .1 .4 X) 2 1 5
1495 Pumice and pUMICIte.cceerreecascsroccocsasascannnene 2 2 .3 2 .3 4 5 3 6
1496 Tale, sospstane, and PYrophyllfte.ecececccocronnnene 1.0 1.0 .8 .8 7 5 5 4 4
1497 Natural abresives, except 5&0d..eceeeeees 514 68.9 52,1 £3.0 9.6 g) 97 97 92
KN Industrial diemofdS.cseessenseconconsens 51.0 68.5 51,7 62,5 ».1 ) 100 | 100 | 100
1498 Petteceresacaacces 12.9 13,2 13.5 13.6 12,0 [ 73 76 %
2499 Noumetallic MmiNerals, D.€.Ceeecsevesecocosorcansencs 173.3 179.3 157.7 165.9 136,2 x) x) x) (X)
14991 Asbestos. ...... .2 58,9 63.3 65.0 58,3 92 9% 9% 92
14992 Cryclite...cuees. .9 1.2 1,7 2.0 2.3 100 100 | 100 | 100
24993 Diamands {for gem 102.4 114.7 88.1 9.3 T4 100 100 | 100 | 100
MANUFACTURED COMMODITIES

2 Food and kindred products, totallsseseeeeeesse L9009 1,705 FLema [L,7%. fras | @ @ | ® | ®
2001,2013  |Meat Products®.ecesssseeccencessces Tss6.8 | T450.0 | Tk | T30 | Twie 4 3 4 3
20011 Beef, except sausage and cenned 265.3 188,3 13,4 191.2 117.4 5 3 3 2
20112 Veal, except sausage and cammed .. 8.9 6,0 5.8 6.2 5.1 3 2 2 1
20013 Lazb and mutton, except sausage snd cammed, e 16.2 13.5 10.9 13.5 5.5 6 4 4 2
20014 Pork, fresh or frozen, except sausage and carmed.. 15.3 14.0 1.0 15.9 19.9 1 1 1 1
20015 75 R (@) (2) (2) (2) (2) (2) 2) (2) (@)
20116,20036 | Pork, p , exmept end camed..eees. 4.6 b bt 2.6 1.6 (z) (2) §z) iz)
20117,20037 S , except canned 1.5 1.3 1.4 1.5 1.1 (2) (2) 2) 2)
20118,20038 | Camned meats....... . 145.6 140.2 128,2 149.6 166.6 18 17 19 22
20119 Bides, skins, and PeltS..cerveens (534 | 6l | L ens | &7 | 5.0 22 17 19 21
20110 Other meat packing plant products 10,2 37,2 36,4 37.5 g,0 1n fx) (x) (x)
2019 pt. Naturel sausage co8ingS.eeesssscescace 15,9 13,2 12,5 10.3 Yl (x) X) x) (x)

p
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()
2)

@
@
)

2
@

2015 Poultry and small game PIOGUCtBe.eessensssasecsennne 1.0 1.0 1.2 14 1.6 1.7 @i @| @] @ 2)
251,35 Bens, turkeys, chickens, and other small game,.... .8 K 1.0 X 1.0 1,2 (2) (z) (2) z) Z)
20156 Liquid, dried, and fIOZEN €gES.secescscrsscocaccse .2 2 .2 ] .6 .5 (@) (2) (z) | (2) 2)
2021 Buttes and anhy butterfat “ “ “ .5 4 4@l @] @l @ | ®@
2002;20263  CREEBR.csesssassceccsccscsosssstetcctcscrsassosssrne 37.3 36,3 35,6 .3 30.8 7.3 4 3 3 3 3
2023 T, T T ) I,
2023 15.6 17.4 18,3 15,1 "ﬁ 17.8 §‘) ] & @
20232,3 . (z) it (£4] z @ 221 @ @) @ | @
o120 J|Patey Produsts, Bescuruescuseusernserasnnsnnsenne| 2.6 @ @ @ @ -l ol o @@ | @
201 Camned and cured 86af00seuressescessscssensoressese]  85.5 Tgr.8 T2 | "m.8 50,7 T78.8 18 18 1| 17 21
203,3,7 Carned and frozen fruits, vegetables, specialtiea®,, 73.5 65,8 66,3 57.9 46,7 38.1 1 1 1 1 1
20322 Camed soups, except £rozen or 2eafood®........... . 7 1.5 . .7 R (x) (x) x| & x)
22;171‘ Frults, canned or frozen; fruit Juices?.....eeeces] 4l 3.9 35.9 35.3 26,9 9.3 3 2 3 3 2
%3’ Canned veg srccosnes csccsnecnes 2.2 20.5 18.8 pT R 12,2 12,7 2 2 2 2 1
20336 Tomato catsup, sauces, and pastes.. 2.8 27 o5 -] 1.0 £1:0 1 1 2] (2 (2)
20338 . Jame, Jellies, presorveS...cceceese crscsccsee 6.4 6.0 5.6 6.2 5.9 4.7 3 2 2 3 2
2034 Dried and dehydrated £00d ProduCtBecceccsscsscccoces 8.0 6.2 6.7 5.7 6.1 5.5 2 2 2 2 2
20352,3 Pickles; omr-pi.ckled products; and meat sauces
except tomatoteceereeeieciereconraercnsiorencansans| 023.2 25.9 2.8 21.6 2.4 2.0 7 8 8 7 7
2041,2,5 Flour and meal and prepared £66dS.cececscseseesasces] 118 7.7 8.8 .2 .2 1.4 @ @ @ @ 2)
20623 Dog and cBt £00d.eseesecvssscsssncscossscsecncsons 1,5 9 1.6 2.2 1.2 1.4 (@) (2) @) 1 2)
2043 Cereal preparatitnf...sececessccces .3 .2 .2 .2 1 .1 (z) (2) (z) | (2) (2)
.

2044 Milled rice and bYproductS..eeess coresensennene 2 1.2 .7 2.6 7 .6 (2) (2) (2) 1 (2)
2046 Wet corn milling ProductBicescsscscssscecsacocsorsns 16,2 1.2 18.6 17.2 13.9 12.6 3 2 3 3 3
2051,2 Bread and other bakery ProductBesececccessesccceascs 10.9 na1 8.9 9.5 8.1 7.5 2 (2) @ | @ 2)

Standard Notes: - Bep: zero, X Not able, Z Less than $0,05 million or 0.5 perceus. NA Not available. n.e.,c. Not elsewhere ciassitied. r Revisea.

1Imparts do not include fresh or frozen fish (code 2036), See Major Group 09,

2011 ixports of edidle offal included in code 2021); imports of fresh, chilled, or frozen meat which is specially prepared for the retail consumer are included in code 20118,

eports for 1961 and earlier do not include sowe shipments of horsemeat.

4lsports do not include ice cresm mix (code 20234); are virtually all casein.

SImports of vegetable juices (code 20335) are with code 2086 and of frozen vegetables (code 20372) are with code 0123, Imports of carmed baby foods (code 20321) and

canned specialties {code 20324) are included in more specific classes for camned soups, vegetsbles, etc.

L7
$Iaporta

include frozen soups.
do not include camned olives,
include some canned olives belonzing in code 20331,
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Table 28. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit

(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 1963 -continued

Imports for consumption Percent, imports to new supply
Product . (miltion dollars) {output plus imports)
Title
code
1963 1962 1961 1960 1959 1958 1963 | 1962 | 196! 1%0 | 1959 | 1958,
MANUFACTURED PRODUCTS-~Continued
2061,2,3 Sugar 8nd BYPrOdUCEB.sesescscssesasscsescnsssasssns 655.2 540,4 485.5 549,2 533,9 s65,.2| 23 23 22 25 5| 27
2071;20722 | Candy and other confectionery product8......eeee... 3.9 25.8 21.7 20,6 18.6 16.0 2 2 1 1 1 1
20721,8 } Chocolate and cocoa products, except confectionery.. 20.2 23,6 27.2 31.0 1.4 27.8 5 7 8 2 9 7
2082 Malt liquors and brewing byproducts®....e.ceeeeeces 19.4 18.4 16,0 14,7 14.3 12.5 1 1 1 1 1 1
2083 Malt and mlt byproducts.... . 7.4 10.6 9.6 9.0 8.6 8.3 4 6 5 5 4 4
2084 WInes and brandy..ceesesscesscascsescosccassansones 68.5 €5.5 57.8 52.9 48,2 w5 16 16 16 16 15| 15
20853 Bottled 11quors, except brandy?....eeeceeeseccannse 248.4 23,3 215.4 206.4 189.8 168.7] 24 n 25 25 23| a
2086 BEVETaEES, D.€.Cureererrersnsernsssasarernsnnnonse .2 .2 3 .2 .2 Adaleoley @] @@
2091 Cottonseed o1l m1l products’...... 6.5 7.9 6.8 5.8 8.8 7.3 1 2 2 1 2 2
20911,2 Cottonseed oil, crude and refined. - r(z) - - - - - (2) - - - -
20013 Cotton 1InterS.cescecssenceresses 3 3.9 4.9 4.1 4.1 3.8 3.4 9 8 7 2 8l n
20914 Cottonseed cake and meel and other byproducts’,.. 2.6 3.0 2.7 1.7 5.1 3.9 1 2 2 1 4 4
2092 ¥ oil =1l p - - (2) (2) (2) (2) - - (2) (2) @ ° o)
2093 Vegetable oil mill Profucts, De€.Ciesesesessssesess 8.2 T67.8 Tes.4 7.9 T81.7 36| 20 26 2 26 27| 28
20931 Linseed Ofl.cevsoeeessgere (2) £.(2) (2) (2) (2) -1 (2) (2) (2) (2) (2) -
20932 Vegetable oils, n.e.C.%.ueu..es 9.9 ¥ 53.3 8.8 £65.2 61 42 35 31 33 % | 4w
20933 Other vegetable oil mill products 8.3 8.4 12.1 13.1 16.5 19.0] 18 23 2 33 % | 3
2094 Grease and inedible tallow and byproductS.......... 4.8 29,6 22,5 17.0 24.6 19.3 6 5 4 4 5 3
2095 Roasted and concentrated COffee....cccceeenscnsncas 9.3 7.9 8.3 8.8 12,6 9.8 1 (2) (2) 1 1 1
2096 Shortening, cooking oils and margerine. 1.4 17.2 15,7 13.5 14.9 16.9 1 1 1 1 1 1
20961 Shortening and cooking oils,.. 12,8 16.5 15.0 12.9 1.1 16.2 1 2 2 2 2 2
20962 Otherececesrooccsssoncosancnsce .6 7 . .6 K . (2) (2) (2) (2) @) | @
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22
21
2121

22111-7
26

2211-8
26

zzm,l. 9
23719

© 22411,4
2251,2
2256

Mgt Syt

Notes: R ts sero.

Macaroni and noodls products,......

Food preparstions, n.e.c.:
Bakirg powder and yeast,....

Other food preparstions, n.e,

ses0cesessrnae

secsccccacersacas

Migcellaneous food and kindred products®...........

TOBACCO MANUFACTURES
Tobacco manufectures, total®...........

Clgareties...ccucrreccccreconccsosroseranrecscoovas

CigRrBecccccarsseocscrcccscranscrsnscscrcccnscsenes

[~ and

and BNUff..c.cvececnces
TEXTILE MILL PRODUCTS

Textile mill products, total”....eceeeresenes

Cotton brostwoven £abrics®..c.eiccceccecnnecncenens

Man-mde fiber end silk brosdwoven fabrics® °......

Wool brosdwoven fabrics and blarketsl®,............
Wool fabrics and felts............
Wool D1anKelS..eeceecencoances

Narrov fabrics.....
HOBI@IY.eocreeeeossnscssortoncorcccantossnncccccann

Knit fabrics,cccccccecracvcsscsnccccevscacscncccren

X Not applicable.

11aports do not include brevers' greins

21.»01:. do not include distillers' mi.n and dried soludbles.

’lwu do not include byproducts other than cake and meal.
4Imports

SIxports
‘pata do not include code 2141,

,» palm, oiticica, and castor oil.

3.6
“a
1.3
2.2

V4.8
m,7

57.2

12,8
4.2
6.4

1.5

22.5
4.2

3.3

1.3
1.9

Te99.1

63,6

75.9
75.2
.7
T10.6
5.1

8.7

1.2

5
1.3

23.4 |

3.1

4.6

JdF

2.9
1.6

T589,9
74,5
50.1

6.5
63.9
.5
T6.1
4.5

6.4

Z less than $0.05 million or 0.5 percent.

1.3

26.0
p 2

5.9

.1
4,7
1.1

Te24.1
96,5
€5.0

80,5
80,1
.5
T6,1
5.4

31

sainly
cover products prl-ruy in this mjor growp dut not wnbln 20 output at more detailed levels.

’mu for knit spparel (codes 2253,4, 9) and mi11-fabricated text

hwmammm

SImports are
10percentages besed on finished goods output only, excluding gray goods o avoid duplication,

elixinate duplication,
are zainly silk fabrics,

1.9

1.4

.2
7.5
1.7

5.3
.1
4.3
9

Tse8.2
5.5
67.8

65.5
€5.0

4.3
5.2
1.3

NA Not availsble,

1.2

(z)
25 3
.5

4.5
(2)
3.9

.6

4371
50.3
45.7
59.7
5.3

3,7
4.0
1.3

(2)

(x)

(2)
(2)
(2)

x)
4

3
11
1

5
6

(2)
1

-

N

(x)

@)
(2)
)

x)
3

4

16,

10
5

3
1
1

-

PR o

x)

(z)
(2)

(x)

~

N oV

)
1

(2)

(x)

(2)
(2)

(x)

n.e.c. Not elsevhere classified.

e products (codes 22118,9,0; 22219) sre included in Major Growp 23,
See table 1C,)

1 1
(2) | (2)
2 1
4 4
x) { (x)
) | (2
2 | @
1 1
(2 { @
x) | x
2 2
5 4&
8 7
8 ?
(X) 2
1 2
1@
(2) | (2)
r Revised.
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Table 28. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit

~ (or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 1963 —continued

tmports for consumption Petcent, imports to new supply
Product . (mitlion dollars) (output plus imports)
code Title

1963 1962 1961 1960 1959 1958 1963 | 19%62 | 1961 1960 | 1959 | 198

2n,2 23,6 T36.7 T43.9 T4k, 6 r . 2 4 5 H
v r - 51,2 36.4 6 5

2719 16.7 17.0 11.0 10.7 25 28 19 17
2281- 17.2 T8.5 T10.1 F10.7 73,4 T2.6 1 1 1 1 2) |
22811 9.0 9.7 5,7 4,6 .2 T, 2 2 2 1 ) Nz
22812 2.1 58 £13 =27 rel . 1 1 (2) 1 (2)
22813,4 6.1 4.2 3.1 3.4 2.8 1.9 1 1 1 1 1 1
2283 23.6 21.7 13.6 14.3 15.4 7.4 5 5 3 4 4 3
2284 9 1.0 .8 7 7 2] @ 1 (2) (2) (2) 1
2291 Felt goods, except woven felts and hats............ 7 .5 .5 .6 7 .8 1 (2) 1 1 1 1
292 Tace g00d8escersranes erecassesrernsanaens veresanes 7.9 8.7 8.3 9.9 9.1 saf 1w | 12 16 B ®w
2294 Processed VaSte...ueeecanrcnsserencanscssnssannnes 1.2 .8 1.3 6.3 2.1 3 2 1 2 8 3| (@
2295 Coated fabrics, except rubberised?........ 2,5 2.0 1.3 4.5 1.8 1.0 sl @@ ®lm
2296 Tire cord end fabricdiuccucicrcecerccccnncccnnenns (2) (2) (2) .8 34 Sl @] @ @ | @ 1 | (2
2297 107.1 90,7 93,2 93,0 106, 5 .6} 50 51 0 | «
2298 53,8 45,3 8.9 35.9 38.1 362 | 28 23 2 19 2{a
22961 51.6 43,2 36.8 33,6 35,2 36| 55 47 “4 43 sl »
22982 2.0 1.9 1.8 2,0 2.4 2,1 E) 4 4 5 6 6
22963 .2 .2 3 3 5 .5 1 1 1 1 1 1
29 7.1 180,38 160.9 135.5 126.2 108.0] (X) (x) (x) (x) x | @
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23317; 2335; }l
23610

2386

2381,22%

291172389
bal., 22531

2991,2;
22118,9,0;
2219

2395-7

2300

APPAREL AND REIATED PRODUCTS
Apparel and related products, totel’,........
Corsets and allied products..cccceee.
Brassierec.
Corsets and-girdles...eceecerencses
Hats and ceps, including mI1liNery....cccceceeecsee

sscevevsssen

POr g0038...cscacescnrecocencscansoscecscncnscanne

Loather beltB.ccceacreccecoracrsonassorcansavecoree

Undervear, nightwear, including robes and dreseing

QOVDS. seseevecscocncsesscacseansacacessscnssnsscne

Robes and dressing gowns........be.c..
Nightvear and UNdervesr.....ccceoececess

ey

APPRIel, De@.Civvecrnscecrccrasrosarcocccacsoscnsan

Shirts, Mnit.seceiieiccrcerornoncnconcrnnencanans

Shirts, woven, men's and boys'.....
Trousers, men's and boys'....cacuevee
Work shirts, men's...cc..c.ccceencccee

Dreases, blouses, and Valsts...cseceeccsveonvscee

Loather clothing.eeeeeccecncscrsccrvoasnncsssnces
Gloves, N.8.Cicrvecravse

Other. cirecesnesscrcccccssacersoceaccoarascnsuoee

House furnishings, 0,€.Cecrcvccsccrvervocransscaces

Esbroideries, findings, trimxings......
.
Miacellaneous textile manufactures, N.€.C...ceeceee

sssescscse

a Notes: ~ R ta gero, X Not applicable, 4

of code 2269 not included in determining percentages.

loutput
2rmports for 1958 to 1962 5ot comparable to data for 1963 or to output data,

:Im include tire fabric only.

consist largely of Jute
Slmports include knit epparel

400.4
8.5
8.4

.1
9.6
3.6

.6

10.6
2.9
7.7

330.2

8.9

2%.5
2.9
.8
2.2
5.7
20.9
217.3

15.9

9.7
1.5

Less than J,u> minon or 0.5 percent,

T2

3.5
7

8.6
2.2
6.4

304.8

8.2

2.6
21.4

28,1

8.1
2%.0

192.9

T12.3

12,2
13,3

T282,9

T9.0

.6

P 2319

8.0

10.0
T12,9

2584

7.7

u.2

.9

7.9
7.1
6.9

2
T9.8

3.5

225.1

7.0

1.0
8.6

NA Not available,

190.5
5.4
5.3

.2
8.4

2.5

153.1

6,6

7.7
6,1

~cEor muuw

w

[

(x)
x)

{codes 2271-9), lace goods (code 2292), pedding and upbolstery filling {code 2293), end some miscellaneous products (part of code 2299),

P
BE » Buw

(x)

x)
(x)

(x)

Sun

(x)

(x)
(x)

(x)
(x)

n,e,C. Not elsevhere classified.

(c:xlu 2253,4,9) and mill-fabricated textile products (codes 22118,9,0; 22219), Also included-ere exports of textile floor coverings

x | @
2 1
3 2

(2) } (2)
3 2

(x) 1
1 1
2 2
1 1

{x) 2

x} |

r Revised,
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Table 28. Value of U.S. Imports and Percent of New
(or Combinations of 5-Digit)

Supply Imported, for 5-Digit
SIC Commodity Groups: 1958 to 1963 —continued

imports {of consymption Percent, imports to new supply
Product ; (miltion dollars) (output plus imports)
Title
code
1963 1962 1961 1968 1959 1958 1963 1962 1961 1960 1959 1358
LUMBER AND WOOD PRODUCTS
2 Lumber and wood products, total........seees 662.3 Teos.6 |  Tsu.e| Tsavo| Tsesz Taito] (X x) x) {x) x) | (x)
2411,2491 | Logs, bolts and pulpwoOd...eeeesesssesan creeenennes 31.2 32.5 3.0 .8 35.8 367 (}) * O] *) OREG
2421,2426 | Savmill producta and hardwood dimension & flooring.| 362,1 336.9 3129 309.6 341.5 265.5] 10 10 10 9 9 9
2429 Special sawmill products, N.€.C.2.....ceeeseseennes 39.7 31.7 28.2 26,9 25.8 24,3} 18 0] 19 18 15 ] 16
2431 Millvork products:
24314,5 Wo0d d0OTB.veececscasesoasassonan .7 .5 R .5 .8 S (2) (2) (2) (2) (2) | (2)
24316 pt. Softwood finished wood MOLAINEB.eeererovnnnnnsnss 6.1 4.8 5.0 4.6 .1 .1 4 3 3 3 (2) | (2)
2432 Veneer and plywoodee...... 146,1 132.2 97.9 100,8 127.9 80.9 10 10 9 9 10 9
%321 Plywood, hardwood 107.9 9.6 7.7 75.0 } 8.8 asl 27 28 2% 25 1n °
24322,3 Plywood, softwood 1.0 2,1 9 .7 . . (z) (2). (z) (2)
24325 Veneer, hardwood 36,1 30.8 24,5 2.4 2.1 e lf 23 14 (x) (x) ® "
24326 Veneer, softwood 1.1 7 72 7 . N 1 1 (x) x
2441-3,5 Wood boxes, crates, and veneer and plywood
containers, and COOPETAEe.....ecvecsecsssncarcanes 2.1 .6 .3 2 .2 .2 1 (2) (z) (2) (z) | (z
i, @] Yool PIONEtE, Beeuerrrrerrrereiscuscaensenee | %3] Tes3|  Tmo| Tses| Tmz| Taen| s | os| of o) 4 3
21y
991 Mirror and picture frames,..,...... cesese cssscsnan 1.9 1.7 1.3 1.1 9 .6 2 2 2 2 1 1
24992,3,5 - - r r ,
24311-3, Other wood products, except cork............ 54,8 50.5 42.7 43.8 36.9 27.4 4 3 4 4 3 3
7,8;2433
2459 COTK PrOAUCES, e evuvvernsarenssonnsensennnennennes 5.2 3.9 4 4.7 4.5 6 | 2| Bl o] w]|n
249967 Hard pressed wood fiberboard....... ceraesessoases 12,4 10.2 7.8 7.2 8.9 5.1 9 8 7 7 8 5
FURNITURE AND FIXTURES
25 Furniture and fixtures®....... ceses %7 32,5 27.5 28,0 23,0 8.1 (X) (x) (x) (x) 0 | @
PAPER AND ALLIED PRODUCTS
26 Paper and allied products, total............. | 1,083.4| 71,0955 ) T1,047.8 | T1,054.8] 1,043.4 | Ta43.9] (%) VoI B I 69} ) | @

09
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S =-989-~0 L83-¥9

2611
26121
2612

2621 pt.
26211
26212
26214
26215,
26216
26217

2631
2641;26213
2642

2644
2651,2

2643,5,7,9
2653-5

2646
2661

26611
26612

27111,3
27213,3,
5,7 pt.

2731

2700

Pulp mdld 0CL8, cveeenscscnscccnccrcnnrrerannves
Specisl alpha and dissolving wood pulp......
Pulp mill products, n.e.c....

Fine peper, 1nclnfing tin paper and tissue mtock,..
Coarse

PAPOT . succencrrrosrrcsscececrssccncnsoscss

Special ind

PAPET, cececrccvsccrsscraconcce

Paperboard mill ProduttSec.vecssaecccccccssnesnceas
D

Coated and glased PAPeTecscccccrecnsccasccssnsooncs

ENVelOPeH.e..sscecscecancaconscsccnncascnces e

WBLIPAPer. cucicacsacrsicecencasoscnssnsnccnncansens
Folding and sev—up boxes,.......cccveenenncnsanses

Paper and paperboard products, Ne€.Coeeceevecssenes

Pregsed and 201d6d PUIP GOOS..eesssesssccosasnveas

Building paper and board®..........
Insulating board..
Construction paper,,

seese

“oe

escsesscncvecs

PRINTING, PUBLISHING, AND ALLIED PRODUCTS
Px;nting, publishing, and allied products,

esvesursacssecenrrsocsessnntesusscnenen

} Newspopers and PeriodicalB,..c.vececcecrveennevoncs

Books and pABPhlets,.eeeesssssccssvoncorosnnsecancs
Printing, publishing, and allfed products, n.e.c,”.

X Not applicadble,

1Total output figures are not svailable due to lack of data

Notes: - Hep zeTO.

iupog;tl to nev supply is estimated to be between 1 and 2 percent,

3sefore

“Imports are not cooparat put; they rep:

available,

do not include excelsior or coopersge headings,
1963, code 24956 waz equivalent to code 26613,
to outs

3Imports include soms boxes of wood, covered or lined,

wood fib

Ve e ¢ e
wWoOvLUBr Huo

ﬂﬁqug §$§

Nnooo
. .
=

4.2

3.1
21,4

332.6
43,3
289.3
T729.5
95.8
7.2
T13.6
n.9
7.3

1.7

3.3
2.4

14.5

.

bl

2.8

32.0
19,8

[
LU Bhb

N ow
o
]

.
=

2.7
2.2

12,4

44,6

2,5

24,1
17.9

Z less than $0.05 million or 0.5 percent,
on shipzents by jobbers engeging logging contractors and captive logging production by sawmills.

from code 26613 to coda 24966 in 1963 SIC revisicn,
Tlmports cover products primarily in this major group but not comparable to output at more detailed levels,

e

H
55 B3 Bud

0

TakbLbvad ol

N“\R
. b .
- o W

W
2
»

2,4

13.0

39.3

2.3

20.9
16.1

1.8
2,7

1.9
1.9

34.3

2.7

17.5
14.1

HA Not availsble,

276.7
25.3
251.4

T637.0

615,1
6.6

7.1
7.9

7.7
3.4

2.4
3.4

9.8

e

2.0

1.9
10,8

n.e.c. Not elseshere classii

31
35

(2)
(2)
-2

(2)
(2)
(2)
(2)

(z)
(2)

(z)

)

2
()

8

(2)
(z)

(2)

2
(2)

(2)

2
(2)

33 34 32
22 18 16
36 38 37
19 19 19
73 % %
(2) } o
1 1 1
1 2 1
(2) 2 } (2
(2) 2) | (2)
(2) (2) | (2)
(2) (2 | @
x) x) 6
(2) (2 | (2
(2) (2 | (2
4 3 3
1 1| (2)
1 1 1
(z) 2 | @
(2) (2) | (2)
(2) (2) §(2)
2 . 2 1
(2) 2 | @
fied.  r Reviged,
The ratio of

only wood furniture, excluding wood partitions and fixtures, Deta on metal furniture and fixtures are not separately
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Table 28. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 1963 —continued

lm gu consumpticn . Pescent, imports to new supply
Product . (million doliars) (output plus imports)
code Title
1963 1962 1961 1960 1959 1958 1963 | 1962 | 1961 1960 | 1959 | 1958
CHEMICALS AND ALLTED PRODUCTS
Chemdcals and mllied products, totall........ 46,6 | T450.5 | Ta00,0 | T390.4 | T40s, T320.0 | (%) (x) (x) (x) x| x)
2812 Alxalies and chlorise....... 2.3 2.5 2.1 2.4 1.8 1.7 () (2) (2) (2) @ | @
2321 Chlarise....... 1.7 1.9 1.6 1.8 .2 1.0 1 1 1 1 1 1
8122 .2 .2 .2 .2 .2 .2 (z) (z) (2) (2) (z) | (2)
8123 2 .2 R B .2 3 (z) (2) (2) (2) (2) 1 (2)
28124 .2 .3 .2 .2 .2 .2 1 1 1 1 1 1
2615 Intermadiste coal tar products, dyes and plgments 47.3 41.9 234 207 S1.2 24,3 4 4 3 3 3 3
28151 Cyolic (coal tar) intermediates.. 26.9 .8 5.8 P15 26.9 3.0 4 3 2 2 3 2
26152,3 Syuth ic dyes and pi 20.4 19.2 17.6 13.2 4.3 1.3 5 6 s 5 s 4
28016 S PAZUONLE. .. uriiiriinneernannnns 20.8 T16.4 F13.4 2.7 121 7.9 4 3 3 3 3 2
2861 Titaniun piguents.......... 9.3 6.2 3.5 2.4 1.1 .3 3 2 1 1] @] (2)
28162 Other white opaque pigments,.. . 3.1 2.9 2.5 21 £2:6 2.5 6 5 5 5 6 2
26163 InOTEAnic PIZWENS, D.€.C.errerrenersanecennranss 8.4 7.3 7.4 7.2 7.4 5.1 5 5 5 5 5 4
28181-3,5 1a1 1¢ chemicals, D.€.Cuvevrrueenrnnss 64.1 T61.2 ¥s54.0 53.7 44,0 27.6 2 2 2 2 1 1
28181,2 Miscellaneous chemicals and chemical products.... 49.0 442 33.2 35.5 35.2 2.5 1 2 1 1 1 1
Synth ic chemicals, n.e.c., (except bulk
BUrTROS ABOTULE)ueeernreveecsosraccnocscorannnsns 7.0 6.3 4,2 3.8 2 2 1 1
20185 Ethyl alcohol and other industrial organic 15,1 17,0 2 3
chemiCAlB, D.0.Cuverranrescrccscnrannnnans 3.8 1.9 2.5 2%.4 x) (x) x) | x)
gs ; 1088 Tizm.2| Tuez | Tuse | T332 Tuas 4 4 4 5 5 5
9
25,3 ¥2.9 T25.1 2.5 2%.8 %.5 4 5 s s 6 6
28193 .6 .6 R .8 .5 & (2) (2) (2) (2) (2) | (2)
28194 .7 4 .6 .3 .2 K (2) (z) (z) (2) (z) | (2)
26195,6 11.8 10,9 12.1 6.7 9.4 4.3 3 3 3 2 3 1
28192,7 10.9 12,1 11,3 L1.0 0.1 231 2 2 2 2 2 2
98,9 59,5 T70.3 Tes.9 6.3 *e8.2 73.6 7 8 8 9 unl 10
282136 Plastics materials, synthetic resins, n.e.c........ 6.5 7.7 4.1 6.4 4.1 T a5 (z) (x) (x) (x) @ @
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%85,4

2833,4

2841
28412,3
28414

Synthetic rubber...ccceccersrenscesssccssserarrasan
Man-aade fibers and yATDS......cceesecnercacerecnens
Biclogical Products...ceceecescerecrsrcscrrorconanes

1, < fcals and ph 1%1eal

Soap and other detergents:?

vese

Polishing preparations and related products........
Surface active and finishing qmu‘:..............
Tollet preperations....cccccecvvonnsocerccscescanes
Paints, varnishes, lacquers, enamels, and aliled

ProdUCts.ccavencsenccacancnsocrcnscoscccccasosesne
Gum and woOd €heRECAls. cecivioearorsconccronasanes
Pertilfisersi.ccccececcscecss

Superphosphate and other

igricultural chexicals and CTTT
Glue and Gelatin,...ccevevescccvossscrcorsconrorens
Glues, adhesives, and sizes
Gelatin, except ready-to-eat dnnru........,...

Explosives,....

es0cs0sevssssseancssccacrsorones

Printing 10K..ccueescorsccrecsseccccrccascrecorcens
Carbon D18OKE. .cosesrresssorscncscsarsssncoccssccas

ch;ueal mp-ntiau, N.€.C.cuceee

Standard Notes: -~ Represents sero. X Not spplicadle. 2 Less percent,
‘haru exclude cyclic emdn, code 2814 (see codes 3312 and 2911), and semifinished plastice forn, codes 28211,2 (see code 3079).

ostural
3Iwports do not include amum (codes 28411,5,6).
‘Imports do not include bulk surface sctive egents.

’mwmmmmmm»m

9.2
424
1.6
52.2
1.2
.2
5.3
2.8
13.0

10,5
1.2

T6.7
T3%.4

41

45.0
1.0
1.1
4.5
2.1

1.1

10,2

29.3
12,7

16.6
4.2
6.0

.3
5.7
1,0
1.9
(2)

36.4
5.1

.2
3.4

T6.4

a1

1.6
42,5

2,3
3.6
1.1
.1

1.0
10,7

2.2
7.6

20.5

.1

3.6
3.8
.1
1.7

30,05 williom or 0,5

1.1
10.1

1.3

NA Not availsble,

2.0
T42.0

38.0
.7
2.2
1.9
12
7.4

15.7

27.6
5.4
.1
2.1

T5.0

2.8

prs
29.1

.6
3.3
1.4

6.5

1.2
141

19.5
10.3

9.2

LU S

(2)

- own N

oW N e

()
2

- oeoN

(2)

N oW W

2
(2)
10

™

(2)

4

3
(2)
4

e S I

(2)

2)

(2)

LUINR AV )

(2)
(z)

3
{2)

(2)

N M O

[

(2)
9

(2)

n,e.6, Not elsevhere classified.

(2)
(2)

3
(2

(2)

LR N VR

(z)
(2)

4
(x)

(2)

M oon 0

(2)
5

(2)
(2)
(2)

s
W W
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Table 28. Value of U.S. Imports and Percent of New
(or Combinations of 5-Digit)

Supply Imported, for 5-Digit
SIC Commodity Groups: 1958 to 1963 —continued

lmncd; {of consumption Percent, imports to new supply .
Product ) (million dollars) (output plus imports)
code Title
1963 1962 1961 1960 1959 1958 1963 | 1962 { 1961 1960 { 1959 { 1958
PETROLETM AND COAL PRODUCTS
29 Petroleun and coal products, totalds,..eeses.. 70.2 | T7a0.4 | Tesn.7 | Tem.7 | Terre | Tesr.s x) (x) | @ (x) x)
20111,2 oline 6nd KerOSene...eceee. seseesacescessesannes 90,6 65.6 45.0 52.1 65.1 100,8 1 1 1 1 1 1
29113,4 Distiliate end residual fuel 0ileecssees..e. cevernane 572.2 578.2 540,5 513,5 505,2 499.5 1% 15 %l % 13 13
.3 .3 o .3 (2) 1 (2) (2) @)@ | @ )
62,5 574 n.8 55.9 64,7 56,3 n 10 Bl un 13 12
2ns Liqueried petroleun gasesZ......... eeereceas rerssnan 10.9 .1 1.4 15,3 | @] ] @
BUT0 }Luhricati.ng gresses and other oils, D.e.Ceversssnens 28.1 2.8 44 7.7 w2.2 40,7 5 sl 1} 1 B | w
2, } ASEBALt/euserneeerensennnns ereeeennns cerrerennneres 5.2 15,3 15.4 %.1 1 1 1} 2
2999 pt. [Products of petroleum and CO8l, Be€.Ceeerevesseesens .5 .8 .8 .8 .6 4 x) x x | X x) x)
RUBBER AND MISCELLANEOUS PLASTICS PRODUCTS
30;28211,2 :
’ ’ 1353 § Ti26.3 | Ti22.9 |Tus.3 T107.3 T42.7 2 2 2 2 2 1
3011
30111,2,3 26.5 21.8 20,3 19.8 24.9 12.8 (2) 1 1 1 1 1
30124 1.2 1.0 .9 7 1.1 .5 (X) x) x| @ (x) (x)
3021 47,6 52.3 6.7 85.9 47.5 1.5 % 9] 25 17 5
3031 181263 TUDDETeunsseeeesvacceroscanes veesesssennes a1 (2) 2) 2 (2) (2) (2) (2) (2) | (2) (2) (2)
3069,307%;° Miscellanecus rubber snd fabricated plastics r » r r r
28211,2 } products, n.e.c.’...... ceseesasencoesasanss cevens . 59.7 5.2 37.0 38.8 33.8 17.9 1 1 1 1 1] (@

b3
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: " LEATHER AND LEATHFR PRODUCTS
a1 Leather and leather products, total.e.eeceese.| 1861 | 187.9 141.0 13,3
* an LoBteT . ceeresureesvssvrersnonsrsone 479 | Ima 2.7 | 404
am,2 Cattle, calf, and kip. 25.5 29.9 23,5 23,7
3113-5 22,4 2.2 16.2 16.7
an 1.7 1.4 1.6 1.3
341 n.5 70.0 52,6 45,3
N411-3 Men's, youth's, and boOYB' BhOSB.sscecsesssencccene 29.6 ?IA) (na) (NA;
3UL-6 Women's, misses', children's, and infants' shcss.. 2%.9 HA) (NA) ?ll
31417 Other footwear, except TUDDET...cceaveccocresassce 7.0 [CTY) (n) NA)
42 HouSe 813PPerS.ececcaseccscsossccsssconcecaracccnses 9.1 10.3 7.2 8.0
A5 Leather gloVes”.euvesrsescsassaassansecssorssscnsen 25.4 25.3 15.2 12.6
e LUgEBECecscessrenecassosrecssossossrossessessnsancen 10.9 12.4 11.0 1.1
an Handbags and PUrBeS..e.ccecccsccsescossesscccescssace n.7 10.7 8.3 9.9
7R Perscnal leather goods, R.€.Cececevsosce seseven 2,6 2.5 1.9 2.2
3199,3121 Leather g00GB, Ne€.Cesesrsacosscacncesorsscssscassen 5.3 4.2 3.5 3.5
STONE, CLAY, AND GLASS PRODUCTS
» Stone, clay, and glass products, total’.......] 252.0 | T2s5.5 | Ta21.7 | T243.3
3201532313 |Flat ElAS8eeeereancorcseacacearenacceessannrensennes]| 43,9 | I5L2 %7 | Ts0.3
3211,2,4 Flat glass, except laminated...... 43.0 50.2 47,0 T29.4
32113,32313 Laminatedececescccnsecssscccsencscne 9 1.0 o7 9
3221 Glass containers,..... [ PP coserees 2,0 1.8 1.8 2.1
%;.s,e }Ghes ProduCts, D.e.Ceveceaseseres ceese] 328 T33.8 T28.8 7.2
32292 Lighting and electronic glassware,.... cecee 5.9 5.4 4,2 4.0
32293 GlaB8 £iDErucceeroccrssorvscsssccosssnse - o1 o1 .1
%@“ } Other glassware, N.€.C.eeeeerrecseeses %.2 T25.7 2.5 2.2
32315 MITTOrS.ceecescacnsos eees sencene 2.5 2.7 2.0 i%
Td Notes: = R zero, X Not spplicable.  Z lLess than $0,05 million or 0,5 percent,

lmports include code 14% for 1963 anly,

*Imports include some cyclic crudes also belonging in codes 3312 and 2814,

Imports of aireraft tires and tubes and of bicycle tubes included in Major Growp 37.

include signifisant amounts of plastic footwear,

omit many plastics products which may be reported under cnics applying to products other than rubber or plastica.

“Imports
&
Imports
11@0?28
SImports

include footwear cut stock of leather anly,

are for #15ves in calef value of leather; percentage based om output of all-leather gloves.

de ot include code 3295, included in Major Group 4.

n.?
8.4
1.6
3.1

T243.9

T,
58.0

T56.0
2.0
1.3

28.2

4.1
9

a2
2,0

NA Not available,

9.1
7.2
1.1
2.3

21,6

2.7
3

15,9
2.7

o
¥

& v s> u B 9 Busrw = RBua

(x)
6
9

(2)

(2)
3

3

(2)

4
2

x)

o~
"w Lo GO\\)

o

(x)

~

w N oo &

(x)

12-
()
(2)
(2)

5
3

x)

.7

12
(2)
@)
3
3
()
4
2

(x)

n.e.c, Not elsevhere classified,

x)

(x)

(x)

(x)

HSQ

(2)

LI A M)

r Revised,

x)

- W w9

X

(x)

10
(2)
(2)

N SHD W
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Table 28. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit

(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 1963 —continued

—
Imports for consumption Percent, imports to new supply
Product : (miltion dollars) {output plus imports)
Title
code
1963 1962 1961 1960 1959 1958 1963 | 1962 | 1961 | 13960 | 1959 | 1958
'STONE, CLAY, AND GLASS PRODUCTS--Continued
3261 Cement, hydrauliC..eceseesseccocssscoscsrescacscscns 10,2 13.2 9,2 10,3 13,8 9.7 1 1 1 1 1 1
3253 Ceranic wall and £10OT tiles.vscseessseracarcacascen 23.4 19.4 15.0 14,5 10,7 5.8 i 1u 10 9 6 4
35,9 Brick and structural clay. tilel..uciiececacecacenes .9 .7 9 .8 .8 .5 (2) (2) 2] @ (2) (2)
26 Vitreous plumbing fiXtUr€B.eeecescessssscscscasscsns .6 .6 3 “ o .1 (2) (2) @] (2) (@) (2)
R62 Vitrecus china table and kitchenware...seeecescscses 20.8 24.8 2A.1 23.4 2.8 17.8 3 3% 3R 32 3 26
3263 Fine earthenware table and kitchen articles....c.c.s 14.8 13,6 n.7 13,0 1n,.6 9.0 20 2 19 17 16 15¢
4,9 Porcelain electrical supplies, and other pottery
PrOJUCLE, Me€uCurresaronsocnrsesnsesessrsesesasence 27.8 21.7 20.8 28.3 23,6 19,7 12 10 10| 13 n 1
327n,2 1.2 9 7 .8 .6 “ (x) (x) )] & x) x)
2% 1.5 1.2 7 .9 1.0 7 1 1 1 1 1 1
328 15,7 33.9 10.0 8.9 8.4 5.9 8 6 4 4 4 3
32811 1.5 oLl .8 1.0 1.0 .7 2 1 1 1 1 1
32812,3 Cut stone products, n.e.C... 14,2 12.9 9.2 8.0 T4 5.2 13 12 9 8 7 5
3291 Abrasives Products’....sescescscensrsssscassonseseas 27,1 28.2 27.4 2.2 28,4 21,1 5 5 5 6 5 5
3201 Nonmetallic artificial sized grains, powders...... 2.1 1.9 5 5 o ® 3 3 3 1 1 1 1
32912 Nonmetallic bonded sbrasive products, compounds®.. 23,0 23,9 25,0 2.7 26.2 19.8 9 9 u 12 10 1n
32013 Nommetallic coated abrasive productS.cececscsscces 1.5 1.6 1.3 1.5 1.0 .7 1 1 1 1 1 1
32914 Metal, abrasives.ceeececacernsscassassscsoscsesass .5 7 -6 .5 .6 .3 1 1 1 1 1 1
3292,3 Asbestos products, gaskets,and insulations’......... 7.9 6.0 4.9 6.5 4.9 1.9 1 1 1 1 1 (2)
3297;3255 | RefTActOrieS...eveserassessesorsesssnssrsacasssanans 3.4 2.7 2.7 a1 T3 2,1 1 1 1 1 1 1
3299 Nonmetallic mineral Products, N.€.Cececessesscasecces 6.3 8.7 6.8 6.9 8.3 9.5 (X x) x) | x) (x) 15
320 Miscellaneous nommetsllic mineral products®...e.....| 1.7 | 7131 1.2 13,7 9.0 | Tia7 ®w] W] @] ]| ®

99
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33
32121-8,0;

amss;
3213,6,7%
2814
3321,313
2814
ang2
33123,4
37125, 33155
33126, 33176
33127, 33167
33128,30168
32
33152

332
33212

33213
3311,4
3322
3323,3391,

33129
33333302,
331

3332,
33412,33

PRIMARY METAL PRODUCTS
Primary metsl products, total?..

esvscscrcas

Blest mrx_;nce,' steel mill, electrometallurgical

ProdR 8 s suincecrccaccecsoscescctcoscorseccncnases

1 J1lurgical !

semifinished shapes.. “ee
Hot rolled steel sheet, strip; structural nhapes

énd baz-s................a................ ceasean

Steel wire, eveeene

Steel nalls and SPAESS.ceceesescccccssssscssacansons

Gray iron caStingB.eecscecasscccccscsase
Cast ironpressure pipe and fittings. erseces
Cast iron soil pipe and fittingS..see. cserecss
Molds for heavy steel inNgot8......ceeees

essscsseen

esoccnes

Mallcable iron castingS..ceeececscccsccscccs

seoesns

Steol castings and fOrgingS.esececeecsccascescansane

Copper smelting, refining, rolling mill, ete.,
products, except wire:®
Smelter PrOdUCtBecececcccscsosacscnccscaccncanssns

Refined, rolled, ahd drewn copper and slloys®....

1,628.6

647.0

5.8

165.1
126.0

1,437.5

T299,7

157.5
1219

169.4
96.3

™1,373.3

;%n

N
ey
2t

N"

SEIRR

.

aHrLLe Wk

M

3
o

| ]
LR
XN M

1877
T180,5

Standara Motes: -~ Represents gero, X Not applicable, Z Tess than $0.05 million or 0.5 percent,

"mpom do not include clay sewer pipe and fittings (code 32591).
Imports represent cement floor and ‘wall tile anly.

’Iupox't.u do not include metal scouring pade,

“Imports represent meinly crude lump artificisl ebrasives,

Stmports do not include gaskets, other than of asbeatos.

SImports cover products primarily in this major group, but not comparable to output at more detailed levels,

7Isports do not include such coal tar derivatives as benzeme

ofcadezw

T1,485.7

75.4
227.3

NA Not available,

®1mports for 1963 and 1962 include oil country pipe; in 1961 and earlier years this data vas included in code 3441,
#Totals not shown becsuse of extensive duplication in output,
2%0utput includes substentisl duplication.

T197.5

94.9
125.0

x)

HFHNMOBW W

21

(2)
()

2
()
(2)
(2)

21
6

x)

s
RERLIL &

B

(2)
(2)

2
(2)
(2)

2

20
6

x)

I wwm

o~
NN
S

(z)
2)

(2)

2
5

n.e.c, Not elsewhere classi

x)

w

=
CHEMOW W

»n
w

o~
NN
~—~

|8 8
8 8w

—~
)
~

o

ified.

(x) x)
3 1
5 3
2 1
4 1
5 3
4 2
(2) éz
(2) 2z
x) x)
24 16
(2) (2)
(2) (2)
1 1
(2) ()
(2) (2)
(2) (z)
18 21
n 8
r Revised,

and toluene produced primarily from petroleum (see code 29115); however, they do include some cyclic crudes
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Table 28. Value of U.S. Imports and Percent of
(or Combinations of 5-Digit) SIC Commodity

New Supply Imported, for 5-Digit

Groups: 1958 t6 1963 —continued

Imports for consumption Percent, imports to new supply
Product . (million doHars) (output plus imports)
code Title
1963 1962 1961 1960 1959 1958 1963 | 192 | 1961 1960 | 1959 | 1958
PRIMARY METAL PRODUCTS--Continued
3332;33413 | leed smelter and refinery products:?
33321 Lead smelter products........ 1,8 .7 L4 3 (2) ) (X)) (x) (x) x) x) | (x)
33323; 33413 44,3 47,9 8.7 63.6 7.3 83.0] 1M 16 19 19 22| 23
3333;33414 | Zinc emelter and refining products 2.0 29.0 27.7 29.8 34.1 35.7 9 9 9 10 1 13
33N Zinc smelter products,......... . .2 3 .1 .2 .1 Bt 1 1 (2) 1 (2) | (2
33334;33414 Refined 2inc.c..ccccnsnuee . 28.8 28,7 27.6 29.6 34,0 35.6 10 1n 10 1 13 15
3334;
33417,8; Aluinue and aluminun-base 8110¥8...ceeeeeeesoacons 163,2 128.6 91.2 75.8 111.3 173 10 9 7 6 9 10
33527,8
s 6 y Nonferrous smelter and refining products, n.e.c.... 0,0 Tae.2| Tam2| T263.3] Tamer| Tome| w » a2 /] w | 4w
A
'33395;33415 | Preclous metals®......ueee.rirerinesirnencnnnanns .4l 26| Tae2| Tzl Tmsl Teal | | | o) @] @
33397;33416 | Other refined nonferrous metals>,................ 303.6 310.6 T297.0 237.6 263,2 222.5 62 57 58 52 6 | 58
33522-6 Aluninm—rolled, dravn, extruded, except wife..... 30,6 43,5 39,3 32,0 40,8 23,9 2 3 3 2 3 2
33523 Ol et ieereannnstcessorosnncnneanscanss 5.5 6.4 6.3 6.1 5.9 3.7 4 3 3 3 3 3
33522 Plate 808 8h86Y..uscerecnrencenrcccasersencnnanes 2.6 32.0 28.0 22,2 2%.9 2.2 { 3 4 4 3 2 2
335246 4 2.5 5.1 5.0 3.7 . g (z) 1 1 1
3356;33573 | W11 products of nonferrous metals, n.e.c,— r o r r r
rolled, dravn, or extruwded®....cecerierannrernanas 15,7 9.9 13.4 10.6 15.8 10.4 2 2 2f 3 3
3357 pt.
33511, Nonferrous wire and cableS,........ vereerenes P 8.4 9.4 9.7 14,1 7.5 351 (2) (2) 1 1 (z) | (2)
330133699
33991 Metal powders and paste....... PR 17 1.5 1.3 L3 1.2 .8 2 2 2 2 2 1

(=]
[¢°3]
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FABRICATED METAL PRODUCTS
Fabricated metal products, total’............

Cutlery, scisaocrs, shears, etC......cc.ue0e
Ragor blades and razors, except electric.vec.....

Hand end edge tools, except SAWEB.......cccececcosen
Hand savs, sav blades, and accessories,............
Hardvare, 08,08 teeritenerancerrcnsncrorstonnans
Flumbing firture fittings anu trim (brass gocas)...
Fabricated structural iron and steel......cececeeee
Metal windows and sash framesi®........ccoeeeenenes

34434,5,7-9 | Cas cylinders and metal tankB.......cccceccnneronee

34521,2 Industrisl fasteners (bolts, nuts, acrews, etc.)...
3481;
3315 pt.; M Febricated wire productsll. . ..c.cveevicorercernnns
33575
34811,33151 Noninsulated ferrous vire rope, cadble, strand,...
34814-9;
33156-9; Other fabricated vire ProdUctS....se.ceseessesees
33575
5% Valves and pipe fitingBeoceccereanceonnccccsncnans
34941,3,4 Metel valves, except plumbers brass goods........
942 Mstal fittings and unions for piping simtems.....
3400 Miscellansous febricated metal productsid,.........

Standara Notes: - Represents gero,
1Totals not shown because of extensive duplication in output,
Importe include platinum group metals only.

Imports are mainly nickel and tin, .

2
3

X Not spplicable,

4Isports include bers and rods only.

:mm of code 33573 not available for years prior to 1963; percentages based on output of code 3356 only.
Ixports do not include flexible cord sets (part of code 33576),

JImorts include data of codes 33151,7,5 ana 33575,

9
Inglud

e® ofl country pipe belonging 'in code 3312.°

1%1mports irclude iron and steel window sash and frames only,
:;nwm de ot include wire springs (codes 34812,3),
Isports of code 34942 included in 3400 for 1958 to 1961.

13Imports cover products orimarily in this mafor group but not comparable to output at more detailed leveln

189.2
19.7
16.2

3.5
17.2
2.7
8.0

2.9
6.8
2.9

9,5

3.5
23.7

T163.8
9.6
9.4

2
4.1
3.0
5.0
1.9
9.9
4
2.3
15.6

37.4
10,2
27.2
(12)
35

12¢4,1

Z Leys than $0,05 million or 0,5 percent,

T175.4
10.2
10.0

2
T1s.0
2.8
5.1
2.8
%18.1
.5
2.7
17.8

38.8
12,0
26,9
(2
5

1259.8

[
T170.4
9.3
9.2
2
13,5
2.6
4,0
(Na)
%17.0
1.1
2.6
18,1

8,5
14.3
4.2
(:2)

1,8
(%)

1257 9

NA Not available,

are not comparsble to output; do not include transportation, furniture, and miscellaneous hardware 1tens,

.5
8.2
8.0

.2
10,1
1.7
2,7
(NA)
%10.4
9
~1.8
10.5

30,5

7.2
23.3
(%)
Rl

12336

n.e.c. Not elsevhere
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w w whia
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)
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(x) (x)
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Tabie 28. Value of U.S. Imports and Percent of New Su
. (or Combinations of 5-Digit) SIC Commodity Group

pply Imported, for 5-Digit
s: 1958 to 1963—00ntinued

Inports for

‘ s for consumption Pescent, imports (0 new supply
Product ) (million dotlars) (output plus imports)
code Title
1963 1962 1961 1960 1958 1958 1963 } 1962 § 1961 | 190 { 1959 | 1958
MACHDMERY, EXCEPT FLECTRICAL .
35 Machinery, except electrical, totall......... 5723 f Tsone | Tams | Tazz2| Twnz] Tame| m ] @ x) (x) | (©
3511 Steam engines, turbines, turbo-generators, and parts.. 12.1 6.0 2.4 4.0 5.8 .8 2 1 (2) 1 17 (2
35191-6 Internal combustion engines, 1.€.C.......cvvvuenne. 12,8 8.3 n.s 8.7 4.6 3.8 1 1 1 1 (z) (2)
3522 Farn mchinery and eqUIPEONL....cceververererennnee 17,2 1509 14,1 13,7 169.1 122,3 6 6 H 6 7 H
35222,8 pt. - hoel tractors.(except contractors’ off-highvay),
gardeu tractore, etc.; parts and ttachments.... 5.8 52.4 34,7 46,2 52.1 2.3 6 6 s 8 6 4
35223 pt. Planting, seeding, and fert{lizing machinery..... 9.0 8.6 5.7 6.7 4.1 3.2 10 10 7 8 5 4
3526 pt. Flows, 1isters, harrows, rollers, pulverizers,
: 9.5 8.4 5.3 5.5 10.8 7.6 6 6 5 5 7 6
35226 pt. 18,7 15.5 9.5 10.3 (X 3.7 15 12 9 9 8 15
35227 .3 .3 .3 % 4 .5 (2) (2} (2) (2) (z) { (@
3525 pt. - ing 4,7 13 _
35228 pt.; ° fars (except ¢ )} parts and other 65.7 58.7 5.6 94,1 78.0 7 6 7 10 7.
35220 28TR BACRIDETY, D.€.C.c.ccticnnencriancencansonn 38.21) 5
3531-7 Construction, mining, end msterieis handling
sachinery, equipment, end parts........ccecceeeen. 30,7 26.2 1.6 12.1 (m) (ma) 1 1 (2) (2) x} |
33.4 8.5 2.7 2.3 3.8 17.7 4 3 3 3 4 3
3.1 2.2 2.5 3.5 3.3 3.5 4 4 s 7 6 6
1.0 .9 1.4 1.7 1.6 1.0 2 2 4 4 s 3
1.1 .8 .9 1.5 1.4 .7 3 2 2 4 5 3
8.8 8.4 7.8 8.5 7.3 4.1 5 s 6 6 6 4
2.2 1.8 2.6 3.1 2.2 2.2 2 2 3 4 3 2
9.8 7.7 7.5 8.1 7.9 6.3 4 3 3 3 3 4
7.4 6.7 () (M) (x) (W) 4 5 x) (x) @ | &
n.7 9.1 9.8 9.4 8.7 10.5 2 2 2 2 2 3

SLYOdNI TAALS



%43, 2

552
3553
3554

35551
33552

Standerd Notes: - Bepresents
iDate for parts for internel
1ncludes

Smll cutting tools for metalworking machinery,
and preolsion SOASUring t0018....cvrerccracoreosss
Smll cutting tools for metalvorking sachinery..
Precision meesuring t0018..ccceccreccatacecsarenn

m\:mu mchinery......coe00e. cevsonaan
Woodworking machinery and parts........c.ccecceceen.
Paper industries machinery and parts.........cceeee

Printing mechinery and Parts.....ccccceeervsvcccres
ecesovoverresasrsarsanrocecancons

Printing presses ..
Other priating tredes machinery and perts........

Special Industry mechinery®.......cceceeeeervecennns

Pumps end COBPTEBBOTS. ccueverccsvscorocrersosncenes

Alr and gas compr , sxcept refrig .ee
Parts and it for air compr tesncae

Domsstic water systess snd pumps end pumping
equipsent, except oil and gas compressors.......

Ball and roller dearings, not momted......c.coveee.
Genersl industrial mchinery, n.e.c.’..............
aod hy;

Typevriters and PAItS....cccvvrcnrrecerovecnasences
Oftise machines, n.e.c.7. serssrosasesansanne
Miscellanecus machinery, 0.e.0.%. ...eoveevivenrenns
sero. X Mot epplicable,

howe workahop
Tuports for each of the classes 35411-8 include pe-is for tha

4Isports include
shoe,
:!ba-unprum 1
Isports do not include misce.

minly wraprine g
Llanecus

Tiaports are not cospletely cowp

16.4
7.1

9.2

2.3
3.4

3.5

19.4

6.8
56,2
3%.0
10,0
B4

7.2
5.8
L4

10,1
40.4

16.3
5.6
46,9
33.3
6.0
a7

3.7

20.4
15.5
4.9

2.2
5.4
1.3
4.1

10.1
4.8
7.9
1.8
X
Ts5.3

Z Less than $0.05 willion or 0.5 percent.
coubustion engines (code 35197) are included in Major Group 37, Isparts include fire extinguishers (code 39991).
mtal-cutting machine tools in code 35418, and rebuflt tcole in code 35419. Imports include these in the individual S5-d1git lines 35411-9,

20.0
1%.4
4.6

n3.7
6.3
1.5
4.8

10,2
3.7
37.8
2.7
Tia
s

10.4
2.9
2.9
2.5
2.6
251

Not svailab’

le,

2.8
2.7
15.6
20.0
2.3
T13.5

{

Lo CIE N

wha

(x)
(2}

(2)

E w -~ &

(x)
x)

NN N N

wWow

(x)

1
1

} ()

K\Jb‘&)

x)
(x)

N

N9 N

-

x)
(2)
(2)
(2)

1

1
3
14
x
x

[ T

N:\l

x}

"

E w w» w

x)
x)

n.e.c. Wt elsevhere classified,

1958 to 1961. Code 35413 also includes imports of parts for 1962 and 1963,
rock drilling tips (part of code 3531) end special dies and punches (part of code 35441},

tobacco, glass, v_«stics, and rubder machinery only.

peciaging machinery (except for tobacco or candy) and centrifugel machines other than cream separators.
types of machines, such as coin-handling machines
to output; repr minly office dictating end
'wmmuwmbmmmmmwwmamwm.

booths, etc.

» voting
Tecording mchines

N

(x)

(x)
(2)

x)

1
1
2

10

(x)

(x)

r Revised.

(2)
(x)

(2)

10
(x)
(x)
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Tavle 28. Value of U.S. Imports and Percent of New Supply Imported,’ for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 1963 —continued

Imports for consumption Percent, imports to new supply *
Product . (mitlion dollars) (output plas imports)
code Title
1963 1962 1961 1960 1959 1958 193 § 1962 | 1961 1960 | 1959 | 1958
ELECTRICAL MACHINERY, EQUIPMENT, AND SUFFLIES ]
Electrical machinery, equipment, and supplies, r . r N L
L= S R 514.8 482,1 383.1 7.1 291.3 200.6 {x) x) > x x) (x)
3611 Flectrical measuring inStIUDENtS..veceeseesscssccecs 16,0 16.3 7.7 9.4 {N8) [€.78] 2 2 1 1 x) (x)
3612 Pover distritution and specialty transformers....... 4.9 4.5 6.6 6.5 6.4 7.7 1 1 1 1 1 1
3621 MOtors and generators and PATtS.eceeceeececesssceces 10.0 16.2 16.5 12,6 13.6 10.0 1 1 1 1 1 1
3623 Welding SpParGtiSeciscescocassesssssrecsoncnrossenes 1.0 1.0 1.2 1.0 (NA) (na) (2) (2) @1{ @ (x) (x)
3624 Carbon end graphite ProdUCtSeecessesseccocnsansssens 4.3 3.2 2.6 2.5 1.2 1.4 2 2 1 1 1 1
3631,4,9 Housebold equipment and eppliances, N.€.C..seessenes 12,5 10.7 10.3 8.5 (MA) (M) 1 1 1 1 (x) (x)
363 ELECHIIC TAZOTE.nenaeeesenssenseseenesenssnsonses 7.1 7.7 8.6 7.3 (uA) wi Bl %l B] B ®|®
3632 Bousehold refrigeratars and home and farm freezers,. 5.7 4id 1.6 .9 (na) (NA) 1 1 2| x) (x)
3633 ! 4 1amary equipment’eevrecesessnsoresnnsenes 4.0 L7 .8 a1 (M) )t ) x) x) ] o x § ©
3635 Household vacuum cl and PartS.e.cecccscscaans 2.1 1.6 1.3 4 1 .2 3 1 1l @ (2) )
3636 Sewing machines 80d PAXtB.secescoresceenvecccreonss 42.6 43.8 38.6 3%.8 4.0 33.6 3% 27 2| a 26 26
3641 Electric lanps (Dulbs)..ecesrerscanrcrcscscssconcnne 10,7 10,0 10.2 9.2 6.9 6.4 I3 2 2 2 1 2
3642 Lighting CAXTIre8.ceeercenneccocasorscssrssesccnsens 15.9 1.8 7.8 7.0 3.0 2.4 1 1 1 1 (2) (2)
3651,3662, Radio, phorograpt, and television epparatus and

36715 J] eloctronic oquIMEDteseerserereesssnnsessnonanonees]  275.6 252,5 188.8 138.3 78.3 2.7 2 3 2 2 1 1
3651 Redio and television receiving 8€1S...c..eeosessss 184.5 173.4 142.6 104.5 (xa) () 8 8 8 6 x) (x)

36511 Household and automobile radics snd radioe * r r
banograp inatl . 97.7 102,7 9%,5 76.3 (NA) (MA) 15 17 181 16 | (x) x)
- 36512 Househald televisicn receiverss.. . 2.6f .m0l 39 19 (n) oy 2 1l @) @ | ® ]
36513 Other sudio and el 4.2 59.7 442 26.3 (Na) (M) 13 10 8 6 x) x)
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62,37, } Other radio, television, etc,. 63,0 52.7 8.4 20,8 )
3671-3 Electronic wubes, eXCePt X=rfy ..eevecsesessncoees 28.1 T26.4 f17.8 T13.0 )
3652 PRODOETAPR TeCOrE8uecscccccscccescarsasscassassoanes 3.3 4.3 4.1 3.7 3.6
3661 Telephane and telegraph APPArAtUS....ececccccsccccon 16.4 13,2 13,3 11.0 7.8
3601 Storage Datleries..cccecccciocrcacascscsecncecacane 3.7 3.5 1.9 2.0 1.5
3692 Primary batteries....ccovceececcccrscccncasascsncnce 6.8 5.8 4.5 2.5 1.7
3693 X-ray end therapeutic apparstus®.........eeeeeeeeees 6.3 4.9 3.4 2.9 2.0
3600 Miscellaneous eiectrical machinery’.......ceeseeeees 73.0 .9 Ta.9 Te3.8 | Tiz.2
TRANSRORTATION EQUIPMENT
4 Treusportation equipment, t0tal®.ecveciesencsd] %77| T6 | Ts15.9 | Tmls | o7
TN } Motor vehicles and equipment?, se.9| 05.9) 03] sees | as
Mn PSSENger CArS.....eeeecees 445,0 2.4 206.6 513.7 7%.9
me TIUCKS e eerenrresrnosvorroonsorsessessasansensenane 17,3 %.2 n.2 8.4 25.7
3N73;3713 Motor coaches, fire department vehicles, truck
04 DB DOALRBeeernriassnoercaconsarsasosrancens 2.6 2.3 1.5 1.0 1.0
373‘;‘;;;7; } Motor vehicle parts and accessories, n.e.c... 96.4 68.0 51.0 56.4 52.1
37211-3 Adreraft, complete®....icrcinicacoeccnenconncrenns 26,0 5.7 8.2 6.7 16.3
T2 P Atreratt parts, Dueecuseereeecocreossnrasensuasraes 68.0 %.7 67.6 55.5 51.8
4.2 10.5 16.3 8.9 7.5
Adrcraft parts, D.e..% . viiivececiocroreceoncenns €3.8 6.2 51.3 46.6 4.3
73,3 } Shipe and boats; NOCMALItarY...eeeceereeessonnsenes 6.9 6.9 8.2 8.3 7.7
751 Motorcyeles, bioycles, and parts’®. ... ccveeneconnes .7 63.0 45.9 48.9 43.1
3700 Transpartation equipment, nie.c.}luiieiiiveivancenas 5.2 2.4 1.7 1.6 1.1
S Notes: - Rep: zero. X Bt applicable, 2 Less than $0,05 million or U.5 percent. KA Not availal
1mports are not comparable to pregent electric ines only.
21mports include other miscellanecus television appar. tue for years 1961 and 1962,
>aports include television tube parts (part of code 36795).
4Imports ‘aclude disgnostic spparatus (part of which may not belong in code 3693).
Slmpars cover products in this major group but not comparable to cutput at more detailed 18,

1aporis include internal combustion engine parts belonging in code 35197, and aircraft tires and tubes and bicycle tubes (part of code 3011);

(cod: 3N%).

Topurts do not include combat vehicles (code I7174).
S1mpurts include nev sand used,
Impcrts include alrcraft tires and tubes (part of code 3011).
1074ports include bicycle tubes (part of code 3011).

gpcrts cover products primerily in this 3aior group but not comparsble to output at more detailed levels,

ble.
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4.0
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487.0
17.8

i.0
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».9
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1.3

wow oMo W

(x)

(x)
x)

(2)
(2)

Nw e N W

x)

x)
(x)

3
@)
@)

(2}
2

1
an
(x)

1
lo
2

@)

x)

(x)
(x)

3
()
()

2)
2

1
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1
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@
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1
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(x)

n.e.c, not elseunere classified,
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3

2%
(x)

r Revised,
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do not include combat vehicles
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Table 28. Value of U.S. Imports and Percent of New Su
(or Combinations of 5-Digit) SIC Commodity Group

pply Imported, for 5-Digit
s: 1958 to 1963 —continued

Imports for consumption Percent, imports to new supply
Product . (miltion dollars) {output plus imposts)
code Title
1963 1962 1961 1960 1959 1958 1963 | 1962 | 1961 1960 1959 1958
INSTRIMENTS AND REIATED PRODUCTS
3 Instroscrts and related products, total...... 2250f Tas7| Twmaj Twsa| Nwesr)] fne| x) x| x ) | @
3811; } Scientific apd mechanical measuiing instruments
36211-3,6 J| (except MOtOr vehicle)ee..evesenssonoceonsecnoonns 20,6 18.2 15,2 13.3 10.9 8.4 1 i 1 1 1)@
<8 Opticel instruments and lensesl............. 29,5 26,5 249 24,7 23,6 19.2 10 13 13 14 14 %
3841 Surgical snd medical instruments end appery 8.4 7.6 5.0 3.6 2.8 2.5 3 4 3 2 2 2
3851 Ophthelmlc go0d8.eeuvececoccnsonnacns 14,4 1.0 8.5 7.1 6,1 4.0 6 5 5 4 3 2
3861 Photogrephic equipment and supplies? 76.0 8.4 5.5 5.9 (o) () 5 5 4 4 @ | @
311 St11 ploture equipsent™......... 277 TS| T 2.2 235l f208f 2§ ] wi ]| 0|E
38612 , microfilming, etc 1.1 1.3 1.0 .5 (XA) (NA) 1 1 1 1 x) | x)
8613 Motion picture equipment®.....cccceeevevneess 12,3 n,s 7.5 5.6 4.6 3.2 9 8 5 4 3 2
38615 senaitized filn and plate,.......... 2%.4 23,6 16,6 15.0 13.6 10.1 4 4 3 3 3 2
Sensitised photogrephic peper and cloth:
38616 S117er NElide’e.uueesiecrcccccacrncsnsnnocasens 10.0 1.0 8.3 7.0 6.5 4,0 s 6 5 4 4 3
38617 Except silver halide’.......ccceeevevenvoncenns “ .3 (2) .3 (2) @)} (2 {1 (2) (2) (2) (z) } (2)
38618 Prepared photographic chemicals....veevernnneaen. .1 .2 .2 2 .1 a1 (2 (2) (2} (2) z) } @
3871 Vatches and cloCkB.sereeennns. 9.0 67.7 59.3 2.6 €5.8 53.6f 15 14 13 14 15 | 16
38711 C20ckB®, eereerneeeccacennnns 7.5 6.0 6.3 6.2 5.9 5.0 4 3 3 4 4 4
38714,5 Watches and watch and clock . 61.5 61.7 53,0 56.5 9.9 8.6 | x) x) (x) (x) ) | x
3872 WALCH CREEB...uveeecrrersacsonsarensannen 3.9 5.6 5.1 5.3 5.4 46 ] 12 18 18 6 | (0 %
3300 Miscellansous instruments and related products, r r r r
O S, 1930 3.6 3.6 3.6 2.7 1.7 | (X x) (x) x) x) | @
MISCELLANEOUS MANUPACTURES
39 Miscellanecus menufactures, tot8l..e.seeses. 440.3 “8.0 [ 0.9 | T | Tmae| Tmez| w | w x) x) xy |
o } Jewelry and jeveler's findings end materiais....... nel  as| e % | za 04) 5 6! 6 3 s | o3

1N
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913 pt. Dismonds, cut OF POlished...ceccrrrrrenrcconnonnens 107.2 103.4 9.5 91.6 105.4 83.0 3 63 65 &7 &7
914 Sflvervare and plated VATe.....c.cceeoevesoscsenees 2.9 T23.4 T16.8 T23,2 20, 1771 1 10 7 10 9
39141 Silververe, platedware, and stainleas steelware.. 8.5 r10.9 2.9 ’}0.1 r21.0.0 ‘_8.1- 9 11 10 11 11
2 | e eeerececsacososeanicnsssccssoprcsccsnnsas 16.4 12,5 6.9 13.1 10,9 9.3 12 9 6 u 9
33 21.0 F19.4 "18.0 F17.6 19,4 12,6 6 6 6 6 6
39311 1.9 1.6 1.0 1.1 .7 -~ 2 2 1 1 1
9312 .2 3.3 4.0 3.4 4.1 K 2 3 4 (x) 4
39313 parts 7 r? i . r 5 . .5 2 1 1 1 1
39314 Uther musical instrusents and PartS.............. 16.2 13.8 12,3 12,5 14.1 F10.8 17 18 18 18 22
%1 Gales and 1OYS, D.@.C.cevencrrcecranvoncccacsnoanes 43,4 41.4 %1 %7 32.1 25,7 H 6 5 [ H
N2 {Dolls and stuffed 10y animAlS........cevveveroranes 26.5 20.0 12,1 9.1 5.5 3.1 12 9 5 4 3
349 Sporting and sthletic goods, n.e.C......cveeccvenens 9.8 34,7 2.1 26.8 25.1 15.4 5 5 4 4 4
39491 Fishing tackle end equizment........cceceoues . %3 12,2 n.6 10.2 10.7 6,9 13 13 13 % 1%
3492 Other sporting and athletic goOB...cccvsvececnee 25,5 2.5 17.5 15,6 14,4 8.5 5 & 3 3 3
95 Pens end mechanical Pencils..eeeeverecececnsocanss. .6 .6 K .6 .5 IS I 42 (2) (2) (2) (2)
952 Toad penclls 80d &rt g0088.eeescevesccecrenccsnanas 2,6 2.8 2.2 2.1 2.0 14 H 3 2 2 2
9521 Leed pencils aDS CTAYONS.....ccveonconascsocacsen 1.6 1.7 1.3 1.2 1.2 .8 2 2 2 2 2
9522 Artists’ s . 1.0 1.0 9 .8 .8 .6 3 4 3 3 3
2962 [Festhers, plumes, and artificial flovers........... 43.9 Ta.1 F18.8 n.8 2.1 F20.5 | 43 &5 ] 40 2
3963 BULLONB. ceeuernrcnensoeroscacnncnsarsonsassanconans 6.3 6.5 5.0 4.8 4.7 3.8 7 8 6 6 H
3964 {Needles and fasteners......c.coeerevnninveninnnnnns 9.2 9.2 7.8 7.1 6.7 5.3 3 3 3 3 2
39641 Zippers and slide faSteNerB...c.ccccvecenccecanas .2 .2 .2 .2 “ 2 (2) (2) (2) (2) (2)
9642 Noedles, pins, festeners (except slide), and

SIRI1AT DOtIONB.ceeerrenrencarossarerenssaansnns 9.0 9.0 7.6 6.9 6.3 5.3 3 5 5 5 (x)

Standerd Notes: - Represents sero, X fiot spplicable, Z Less ther $0,05 millicn or 0.5 percent, NA Not svailable. n.e.c. Not elsewhere classified, r Revised.

:Incluan scme optical photographic equipment such as projectors and enlargers (part of codes 38611-3). Output of code 1941 1s not included in determining percentages.

Imports of scme optical photographic equipment
31aports include some motion picture (part of code 38613) and copying (pert of code 38612) equipment,
“Value of imports for 1958 and 1959 not cosperable to later years.

s
Isports
;Im

include office copying machines omly,
exclude aerial cameras and gun camerss,

Imports represent paper only.

included in code 3831,

67

| TR PrORTY

NRW N W

(

N
~

NN

26

2
(2)
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:nporu include clockwork mechanisas,

p: hes snd watch
duplication in output,
I cover products primrily in this mjor group dut not comparable to output at more detailed levels.
111nclnde used and rebuilt instruments,
121eports of varts of organs, other than pipe organs, included in code 39712,

timekeeping, measuring, or indicating devices, or instr etc, Per

ages not calculated becsuse of sudetantial
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Table 28. Value of U.S. Imports and Percent of New Su
(or Combinations of 5-Digi

pply Imported, for 5-Digit
t) SIC. Commodity Groups: 1958 to 1963 —continued

Imgorts for consumption Percent, imports to new supply
Product " (million dolars) (output plus imposts)
code Title
1963 1962 1961 1960 1959 1958 1963 | 1962 | 1961 | 1960 | 1959 | 1958
MISCELIANEOUS MANUFACTURES—Continued

3981 Brocms and BrusheB.eeeeesccecescessssccaccnorasenns 5.7 5.1 4.0 3.7 3.2 2.5 2 2 2 2 1 1
35811 BrOOBB.ccsecnceennvonenssccsscassescnsnsnssancans 9 .9 .8 .7 .6 .5 2 3 2 2 X) 1
39812,3 BrUSheB.ccecnecresccrscansaccorscrssesssrassnnncs 4,8 4,2 3.2 3.0 2.6 2.0 2 2 2 2 1 1
3982 Hard surfece £100T COVETINGeevesereonsnrosossonnons 3.8 4,3 2.8 2.3 2,2 2,0 2 3 2 1 1 1
3983 MBLCDeS, teeeriiisenecnsanencoranrrrennrsesanneanns 1.2 1.0 1.0 .8 .8 .8 2 2 2 v b 1
3984 CaNA1EB. euuserrsesessasacncaccnascacnsnennononcnne T 1.0 1.8 1.3 1.3 .9 .6 4 5 3 4 3 2
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3992 Furs, dressed OF Ged...ceeceessssnssscncsoccsnanns 8.6 8,3 5.3 6.7 4.8 1.4 ] (X) (x) x) x) ) ] x
3995 Uzbrelias, parasols, and CADEB..eeeeeeeccccaraances 4.5 5.7 3.6 3.9 4.4 3.6 12 14 8 10 (x) 9
3900 Miscellaneous manufactured products, n.e.c.2....... 55.6 Y446 T36,1 %40.9 3.7 28,1 (x) (x) (x) (x) x) | @
ORDNANCE

19 Ordnance, total.eeeeeecsocaseseccnconnnnonnes 19.2 17.9 4.5 15.1 14.0 9.4 | (X) x) (x) (x) x) { &
1;;2%;11?1; Ammmition, including guided missiles and

< COTPONENLS, D.€eCevrerreeersssosssrencsonnnnnons 4,0 3.5 3.3 2.1 1.6 S X (x) (X) (x) xy 1 x
1951 Szall arme, 30mm And UNQer...ceeseeverrenrenensenns 15.2 1.4 1.2 13.0 12.4 8.5 9 8 7 11 (X) 9

MANUFACTURED COMMODITIES, UNCLASSIFIED
X Manufactured commodities, unclassified?...... 214,9 176.2 172.8 165,7 150.9 120.0 | (X) (x) x) x) X | (x)
tand Notes: zero, X Not applicadle, Z Less than $0,05 million or 0,5 percent. NA Not svailable, Bn.e.c. Not elsewhere clasagified. r Revised,

}Imports represent products primarily
zimm pricarily represent manufactured commodities not

in this major group but not comperable to output at more detailed levels,
assignable to a single 2-digit major group; they include imports under $100 and on informal entries, under $250.
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Table 48. Value of Leading 4-Digit (or Combination of 4-Digit) SIC Commodity
Group Imports in Relation to New Supply: 1963 and 1962

(For commodity group imports valued over $10 million and accounting for 10 percent or more of new supply in 1963 or 1962

imports for . - Imports for .
consumption Pt:'m' ‘“'WI"S consumption ';:’m’ s‘:‘:;;‘
e new supply -~
cildce SIC commodity group (mittion dotlars) ci'tg SIC commodity group (million dollars)
1963 1962 1963 1962 1963 1962 1963 1962
AGRICULTURAL COMMODITIES? MANUFACTURING COMMODITIES
0119 pt. Field crop fivers (mainly sisal and . 2031 Camned and cured 8eafood...ceesocecraas 85.5 87.8 18 18
BDBCA) s eeresoneertonrannnnnnns veeeenas 2.4 28.7 100 100 {f 2061,2,3 | Sugar and byproducts’. . 655.2 540.4 23 23
2084 Wines and brandy’..... 68.5 65.5 16 16
0i22 pt. Fresh fruit and tree nuts: 2085 Distilled, rectified,
Bananas and plantains.....eceeeeean.. 83.1 78.6 100 100 (except brandy)®....... 248.4 234.3 21 23
Edible muts....... 51.4 46.5 26 32 || 2093 Vegetable oil mill produc 78.2 67.8 29’ <6
Copra, kola, and ¢ 39.5 47.3 100 100 .
i 22313,4,9 |Wool brosdwoven fadbrics and blankets. 80.0 5.9 n 10
0139 pt. CATPEY WOOLB.ecvvovesersioronnoansenasll 65.8 48.9 100 100 || 2279 Carpets, rugs, and mats, except woven -
0193 pt. Animal specialties: and tufted.c.e.ceivniiecrccnocacsenansl 16.7 17.0 25 28
12 8 . S vaensanaed 27.2 26.8 100 100 | 2297 Scouring and combing mill producte.....| 107.1 90.7 50 51
Persian lasd and caracul furs, 2298 Cordage and twine....c.covevvvnoccasass 53.8 45.3 28 23
undressed...c.oene... secsescssscansad 18.6 16.8 100 100 §| 2299 Textile goods, n.e.c. (mainly jute
bagging, burlaps, €tc.)...evcicuavones 27.1 180.8 57 58
0199 pt. Farm products, n.e.c:
Spices, raw coffee, cocoa deens, 2381,2259 |[Cloves, fabric...cccceeiecncraassecnnes 20.9 4.0 11 12
18, €tCeruereenierronnnraonsennas 1,185.7 | 1,217.3 100 100 .
2421,2426 | Sawmfll p: and hardwood d
and f1o0ring...ccevescrecess gttt 362.1 336.9 10 10
FORESTRY COMMODITIES 2429 Special sawmill products, n.e.c. °.... 39.7 3.7 18 20
2432 Veneer add plywood............ PO . 146,1 132.2 10 10
0840 Gum and barks {complementary).........., 22.8 2.7 100 100 C.
2611 Pulp mi1) Produets?.....cceeereccnccoes 329.6 332.6 31 34
0861 Farest Products, DN.€.Cuv.eruveuncroonns 209.3 240.1 | (NA)| (MA) || 2621 pt. |Paper mill Lroductsl.............cc..0 720.6 729.5 18 19
Crude rubber and allied gum.......... 201.3 232.1 100 100
. 3021 Rubber footwear?...... ceerieiieraneaas 47.6 52.3 12 %
FISHERTES COMMODITIES 1 .
3151 Leather gloves®?......oiiriiinnrnnan.. 25.4 25.3 29 36
0912,
203 pt. 3 - 142.3 154.8 40 40 3253 Ceramic wall and £1oor tile........ o 23.4 19.4 16 1
0913, 3262 Vitreous china table and kitchenware.., 20.8 24.8 31 3%
2036’})15. Shellfish........ eeeessccentsceencanens 163.5 155.0 50 49 3263 Fine earthenware table and dtchen
| UEEDBL18. ¢ereeererennenesesanasnnnnd %.8 B.s| 20 2
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MINERALS COMAODTTIES 3264,9
1011 Iron orer and concenmtrates® 3.......... 323.2 4.7 2 3% 33”1“2'
’
1031 | Lead and ztne ores....eneeureneennnn... 55.1 ezl 2| 2sf 32200
. s
1051 BAUKIEE .1 veeernaneeeranenennns nss| 1] ar| eef 3232341
: 333%,
1062 Manganese ores and 67.6 6.2 | o4ff 328
1069 Ferroalloy ores unt‘l concentretes 339 ’
{mainly chromium}®.......cc0000ncnseee 26.2 30.8 23 31 33415,‘6
1093 THLANINM OTEB. e eeescrrnansmrnsnsmanans 10.0 7.1 36 32 [ g0m
10% 190.0 252.3 61 65
3636
1311 Crude petroleum and naturel gas........| 1,123.2 | 1,099.0 10 LY
73 T FIUOTSPAT . v eserirocracecrnsrsosiseane 4.1 15.6 66 63 |} 3831
1474 Potash, soda and borate minerals® 41.6 33.1 17 16 || 3872
1477 Sulfur (including elemental).. 23.9 20.6 19 16
. 3913 pt.
1492 GYDEUR. v e v evesonsvecrsaciranaans 10.9 10.5 2 22 jj 3914
b2 44 Natural ebrasives, except sand.. 50.2 51.4 x) 97 |} 3942
1498 PEBb..cieenrnrosancscrassarne . 12.4 12.9 69 71 || 3962
1499 Nonmetallic minerals, N.e.C.....coveee- 198.9 173.3 (%) (%)

Porcelain electrical supplies, and
other pottery products, n.e.c.........|
Copper smelting and refining products;
rolled, dn\{n and extruded products...|
Refined lead! ... .. ... ... il

Nonferrous mlti.ni and refining
products, n.e.c.2 . ... ... ceeeenees

Motarcycles, bicycles, and parts...

Optical instruments and lenses..
Watches and clocks?’..........

Di ds, cut or polished 18...
Silverware and plated ware....
Dolls and stuffed animals..........
Feathers and plumes and artificial
LLOWETB.ccevrecvessracrossrerssrcssces

27.8

‘2911

4.3
28.8

163.2

336.2
33.3
43.8
63.0
26.5
67.7

103.4
23.4
20.0

441

Notes: NA Not available. n.e.c. Not elsewhere classified. X Not applicable.

Standard
1Commodities shown are mainly complementary (see table 1A) and represent part of 4-digit SIC commodity classificaticns.

27 sudstantial volume of this commodity group is also exported {see table 4A).

_;gnmmmtm irop ore (manganese content less than 10 percent).
Persentages based on output of chromium and molyddenus ores only,

’Iuportc do not include refined anhydrous sulfate and salt cake (crude) technical.
SOutput data not available; percentage in 1958 wus 61.

"Percmugee are based on ocutput which contains substantial duplication,

(See code 28197)..

’nporu do not include &lstillers' dried grains and dried solubles; percentages are based on code 20853 only.

%Imports represent meinly cocomut, tung, oticica , and castor ofls.

101mp0rte consist mainly of red cedar shingles and shakes; they do not include excelsior or cooperage headings,

117aports do not include code 26213,
121mports probably include significant amounte of plastic footwear,
Loutput represents all-leather gloves' imports sent gloves in chief value of leather.

lépercentages are not calculated because of duplication involved in combined output figures; minimum percentage, 20.

13percentages do not reflect significant amount of toll production.
161mports represent sainly platinum metals and tinm.

172¢rcentages based on nev supply vhich contains significant smount of duplication (value of imported movements included in output data).

18Imports represent mainly out diamonds.
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80 STEEL IMPORTS

Major U.8. industries for which imports accounted for 15 percent or more of

new supply in 19631
Imports, 1963
Industry Value, Percent of
millions of | new supply
dollars
Agriculture: Farm products, not elsewhere classified (spices, coffee, cocoa,
BBB) o e e e e oo e memmmm———n o m e m e mn 1,186 100
Fisherles,
F 142 40
8h 164 50
323 32
55 ) )
118 87
68 04
2 18
7 85
10 36
190 61
14 66
42 17
24 19
Gypsum 1 22
Mica scrap and sheet, ground mica. 2 18
Natural abrasives, except sand. . ._._. 12 197
Peat. ... ccacaaan 12 69
Manufacturing:
Canned and cured seafood. 86 18
Sugar and byproducts.... 655 23
Wines and brandy......_....__.. 60 18
Distilled, rectified, blended HQuUors. ..ouocerrccee i ceeccacaeeccaaaaan 48 21
Vegetable oil mlli products, not elsewhere classified (coconut, tung,
oiticica, and castor oils) 78 29
Carpets, rugs, and mats, except woven and tufted 17 25
8Scouring and combing mill products (wool) 107 50
Cordageand twine._. ... oeo.... 54 2
8hingles, cooperage, and excelsfor. .. 40 18
Pulpmﬂi 1product.s ................. 330 31
Papermill products... 72 18
Leather gloves._ . ......__.. 25 29
Ceramic wall and floor tile. _.______._._. 23 16
Vitreous china table and kitchenware. ....... 21 )
Fine earthenware table and kitchenware artic 15 20
Steel naflsand spikes.. .. .. . .. ... ..... 42 2
Copper smelting and refining leloducts ............ 291 (O]
Nonferrous smelting and refining, not elsewhere
platinum, tin, magnesium, et¢.) . - ..o oeo e eeeecaaacae 340 44
Sewing machines and parts (chiefly household types) 43 34
Motorcycles, bicycles, and parts. ___..._....... 80 33
Watches and clocks 69 15
Diamonds, cut or polished....... . 107 64
Feathers, plumes, and artificial lowers._ . 44 43

1 Percentage of new supply imported in 1962,
2 Includes substantial amounts for processing and reexport. Percentage has not been calculated, but is
estimated at a minimum of 20 percent. )

The CrAIRMAN. Senator Anderson ?

Senator ANpersoN. Unless the witness wishes to make some com-
ments on the new guidelines published by the HEW, with which I
violently disa%ree, or on the Surveyor spacecraft landing on the moon
which I heartily applaud, I have no questions.

Mr. TrowsribGE. Thank you, Senator. .

Senator Doueras. Mr. Trowbridge, I notice in the statistical tables
which you submitted for 1958 to 1965, the average annual increase had
been a&»proximately four-tenths of 1 percent. Is that correct?

Mr. TrowsBriDGE. Is thistable No.1%

Senator Doueras. No, it is way over. I have lost it for the moment,
bu]ts;dyour expert can identify it. It is on table 13. (See p.381.)

. TROWBRIDGE. These are the annual percentage changes in prices.
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Senator Doucras. That is right, steel mill products, four-tenths of
1 percent.

r. TROWBRIDGE. Yes,sir.

Senator Douveras. Now, the increase in prices in European coun-
tries in general, of course, has been much greater than in the United
States. Do you have a table on the increase in prices of steel abroad ?
Perhaps table 16.

Mr. Trowsrmee. Table 16, wholesale price of basic steelmaking
materials—I am sorry. Steel prices, United States and selected for-
eign countries. There are indicators there.

%:mator Doucras. For Belgium, it shows an increase of a little less
than 2 percent, France an increase of 10 percent, Germany an increase
of 2 percent, Japan a decrease of about 15 percent, and United King-
dom, a slight increase.

In other Wordsi)any difficulty that we have suffered has not been be-
cause of appreciable increases 1n our prices, but because of decreases in
the nrices of European steel and Japanese steel; is that correct?

r. TrRownrIDGE. I think this set of figures indicates that.

Senator Douaras. Now, what have been the technological changes
which have caused this?

Were there new processes, the so-called carbon process and con-
tinuous ca,stin%l?

Were those the processes which—— :

Mr. TrowBRrIDGE. Senator, I am sure there will be some witnesses
herehfrom the steel industry who will be better prepared to comment
on that.

Senator Douceras. Do you not have a steel expert with you? I
thought you would come with a steel expert.

Mr. TrowsripG2. Mr. Peterson may have some comments on it.

Mr. PerersoN. Mr. Senator, generally speaking, the trend in prices
in the world market has been downward since 1957. ‘

Senator Doueras. But the figures which we have given indicate that
that has been true of Japan and one or two other countries, but in
general, their increase has}{)een relatively slight.

Look at table 16 if you would, your own table.

Mr. Pererson. Well, some of the reasons for the ability of the for-
eign countries to sell at a lower price is that they have a lower labor
cost per unit of output, and also—

Senator Doueras. But that presumably existed before.

(I}io?w, what happened to labor costs per ton of steel from 1960 to
19

Mr. Pererson. I am not sure of the trend in the foreign labor costs.

Senator Douaras. No, no, in the United States.

Mr. Pererson. In the United States, there are indications that the
trend has been downward.

Senator Doueras. Well, the U.S. Bureau of Labor Statistics pub-
lished a study, did it not, indicating that labor cost per unit of output
had either been constant or decreased. Isthat not true?

Mr. PeTeRrsoN. Yes, sir.

Senator Douaras. I do not know that those figures have been
challenged.
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Now, what we do find is, as I have said, quite a large increase in
France, a slight increase in Belgium, a slight increase in Germany, a
decrease in Japan, a ver]y; slight increase in the United Kingdom. e
trouble seems to come chiefly from Japan. Is that correct?

Mr. PeTerson. Yes, sir.

Mr. TrowBrIDGE. Senator, could I just point out that this table may
be a difficult series of things to compare.

As you note in the footnotes down below, the indixes a;{plied to, say,
Japan are taken from the export price of milled steel plates, one-
ei ﬁ:ath of an inch by 4 by 8. .

1is is one particular product on which we have information.

Senator Douaras. Well, these are your tables, not mine: I am work-
ing with what I have.

r. TrowBRrIDGE. Yes, sir.

Senator Dovaras. And it is true, is it rot, that labor cost per unit
of output up to 1964 in steel did not increase? This is, the increase in
output per man-hour was approximately equal to the increase in
earnings per hour. Is that not true?

Does anyone from the steel industry deny this? Is Mr. Weiss of the
Labor Department here ¢ -

Mr. Weiss, would you come forward, please.

STATEMENT OF HARRY WEISS, DEPUTY ASSISTANT SECRETARY
OF LABOR

Mr. Weiss. Mr. Senator, I will cover that in my statement.

Senator Dovaras. But I have limited time. ~Will you please come
forward and testify, please, instead of postponing this to the future?

Mr. Weiss, i'ou are an expert on labor productivity, are you not?

Mr. Weiss. I would not classify myself as an expert. -

Senator Doucras. I would classify you as an expert, because I have
read your reports over many years and have admired them.
. m’? you know about the productivity studies and wage studies
in

Mr. Wess. Qur figures show that productivity has increased some-
what more rapidly than wage cost in the last few years and that unit
labor costs have gone down about 1.6 per year since—

Senator DoucLas. Labor cost per unit of output in steel has gone
down about 1.6 percent a year?

Mr, Weiss. Since 1961.

Senator DouaLas. Where does your study stop ¢

Mr. Wrss, 1965.

Senator Doucras. Now, it is true, is it not, that labor cost per unit
of output rose from the early fifties to 19607

Mr. Weiss. I think so, but I would have to check those figures,
Senator. .

Senator Douaras. As I remember your studies and those of others,
that is true.

_Mr. Wess. Yes. We have the figures in the Commerce presenta-

tion here.

From 1957 to 1961, employment cost per unit of output increased by
4.7 percent, average annual percentage.
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Senator Dougras. Did that include salaried workers or wage
workers or what?

Mr, Weiss. All eme‘lroi/ee:q. ) .

Senator Doucras. Well, is it not true that for manufacturing as a
whole, salaries have increased much more rapidly than wages and that
therefore, employee costs have moved forward more rapidly than
wage costs, direct labor costs per unit of output ?

r. Weiss. I am not sure of the answer to that, Senator.

Senator Doueras. Well, I ask you in 10 days to reply to iy query,
and I will bet you a dollar that—— .

Mr. Weiss. I am afraid to bet with you, Senator.

Senator Doueras (qontlnumgg. hat my question is correct and
that your incertitude will be translated into certitude.

(The information referred to follows:)

There was an increase in total salary payments by comparison with total wage
payments in manufacturing in the United States between 1957 and 1861. Total
labor costs per unit increased more than wage costs per unit. This was due pri-
manily to an increase in the numben of salaried workers and & decline in the
number of production workers in manufacturing. The figures for 1961 as a
percentage of 1957 are as follows:

Production Salarled

workers workers
Total PAYIONLS. o .o n e iiiioictaecitaarcasetir s naaram e 1020 122.4
Emplop;ment ................................................................ 01.6 106.5
Average earnings per week. ... ..o .ieeiiiiciniiacmirineecar i nas 111.4 114.9

In the period since 1961, these differential trends have been arrested.

Senator ANpERsoN. You qualify as an expert.
Senator Douaras. I qualify as a greater expert. o
All over manufacturing, the salary bill has gone up more rapidly
than the wage bill.
Mr. Bernstein, you come forward.
I have just e a statement that in my judgment, salary costs have
increased more rapidly than wage costs and therefore a figure on em-
loyee costs per unit of output would tend to rise more rapidly than a
gure purely confined to wage costs per unit of output.
Iknow you are as much of an expert as Mr. Weiss.

STATEMENT OF MEYER BERNSTEIN, UNITED STEELWORKERS OF
AMERICA

Mr. BernsTEIN. It depends on how you define salary costs. We
have, of course, collective-bargaining agreements with salary workers
ina llarge part of the industry. For those, the increase is relatively
equal.

Senator Doueras. But I mean the non—

Mr. BernsteIN. Nonbargaining unit?

Senator Dougras, Yes. ,

Mr. BernsTEIN. We would be glad to exchange the wage benefits
we get for those that 'go into the nonbargaining units.

nator Dougras. That is a diplomatic answer.
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Does that mean that in your judgment, the salary increases for those
not covered by collective bargaining have exceeded wage increases for
those covered by collective bargaining %

Mr. BernstEIN. To the extent that they are known, yes.

We do not, of course, have all of this information.

Senator Douaras. They would report in the Census of Manufactur-
ing on total salaries as well as on total wages?

r. BERNSTEIN. Yes,

Senator Doucras. Have you not studied those figures?

Mr. BErNSTEIN, Yes.

Senator Douveras. What do they show?

Mr. BernsTEIN. They show that, too.

Senator DoucrLas. There?

Mr. BErnsTEIN. But that is general.

Senator Doueras. That isall T wanted.

Mr. BernsTEIN, All right.

Senator Douaras. Total salaries have increased more rapidly than
total wages percentagewise?

Mr. BERNSTEIN. Yes.

Senator Doucras. Therefore, a figure on employee cost per unit of
output?will go up more rapidly than a figure on wage cost per unit of
output 4

r. BERNSTEIN. Yes, very definitely.

Senator Doucras. Do you agree with this, Mr, Weiss?

Mr. Weiss. I have some figures here which will show that. What
I have here is index of unit costs in manufacturing.

Senator Doueras. Insteel ?

Mr. Weiss. For—no, this is manufacturing.

Senator Douaras. Well, we are talking about steel.

Mlir. Weiss. This is manufacturing altogether. I do not have it for
steel,

Senator Dovaras. Now, may I ask, this is a problem—why have the
imports gone up when our unit labor costs have gone down ?

as it been padding of salaries? Has it been the lowering of costs
in Japan? at is the reason?

I noticed in your earlier statement that Japan provided about 46
percent of the imports. Isthat right?

STATEMENT OF ALEXANDER B. TROWBRIDGE AND OTHERS—
Resumed

Mz, Trowsringe. Forty-three, I believe, is the figure, Senator. Ap-
proximately 43 percent of Japan’s exports were to the United States.

Senator Douaras. But what percentage of the imperts of steel came
from Japan ?

Mr. Trowsringe. Table 7 shows Japan at 42.6 percent in 1965 of the
total imports into the United States.

Senator Dooaras. Now, has the increase in imports from Japan been
due to their speedy adoption of the oxygen process and continuous cast-
ing as compared with the United States or to a lower wage scale?

r. Trowsripge. If I understand the situation correctly, Senator,
the Jopanese have introduced very large technological innovations into
their steel industry in the postwar period, when they built it up prac-
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tically from zero, and certainly their wage levels have historically been
considerably less than ours. But the oxygen process, I am not sure.

Senator DoucLas. I have now reached table 7,

In 1950, the Japanese furnished only 2.7 percent of imports of steel.
Now they furnish 42.6 {;ercent. The increase has been confined almost
entirely from Japan. In other words, we have identified the source of
the increase. Isthatnottrue?

Mr. TrowBRrIDGE. It is the country with certainly the largest increase
of all listed here.

Senator Doucras. Belgium-Luxembourg has gone down from
around 42 percent to 17 percent, France from 15 to 8, West Germany
16.4 to 11. These are in terms of percentages of an increased total, of
course.

Mr. TrowBRIDGE. Yes, sir.

Senator Dougras. But it would look to me as though at least 2.5
million tons of the increase had come from Japan. ,

Now, their steel industry was destroyed during the war, was it not ?

Mr. TRowBRIDGE. Very largely.

Senator Dougras. And when they rebuilt, they rebuilt with the most
modern methods of oxygen processing, continuous casting, whereas we
have found to shift to new processes 1s much more expensive and much
more difficult, and therefore, less pervasive. Isthattrue?

Mr. Trowsringe. That is true, Senator.

Mr. BernsteIN. I would dispute that. First of all, the Japanese
have vastly increased their steel industry——

Senator Doucras. They have increased it with the most modern
methods?

Mr. BernsTEIN. Yes, but there are other problems that they have
had to face.

Senator Douaras. But this has been one very large factor?

Mr. BernsTEIN. Yes.

Senator Doucras. Where did these modern methods start? In the
Goering works in Austriat :

Mr. BernstrIN. No, they are using the I.D, the basic oxygen system.
That was invented in Austria.

Senator Douaras. Was it not the Goering?

Mr. BernstrIN. It was the Linz-Donowitz, the Vereinigte Oester-
reichische Stahl Aktiengesellschaft. This is a state-owned company.
It formerly was the Hermann Goering Werke in Linz, set up by the
Nazi governmant.

Senator Douaras. How big a plant was it ?

Mr. BErnsTEIN. About 2 million tons. Itissmall.

Senator Doucras. A small plant developed the most modern
processes.

Mr. BernsTeIN. But they invented the process which the United
States did not pick up until 1955 or so and then only reluctantly. Only
one company sta it. It was not until about 196——

Senator Doueras. Which company was that$ .

Mr. BernsTEIN. The McLouth Steel Co. up in Detroit. Now we
have more than Japan.

Senator Doueras. In total ¢

Mr. BernsTeIN. In basic oxygen. We are producing basic oxygen
steel at the rate of 256 million tons this year.
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Senator Doucras. What about continuous casting? )

Mr. BernsTrIN, That is very small every place except in Russia.
‘Russia has made the greatest advance in continuous casting. But even
this advance is small, very small, in proportion to the total amount. of
?iteel.l Continuous casting does not yet amount to any saving signi-

cantly.

Sengwr Dougras. Well, as to the basic oxygen process——

Mr. BernsTEIN. We have several other systems where we have made
much more advance technologically than any other countries. There
are four basic parts of the steel revolution. Of these four, we are way
ahead in three.

Senator Douoras. What are the other two?

Mr. BernsteiN. The first is pelletization. We are far ahead of all
the rest of the world combined in pellets. This has a dual advantage.
It permits you to use a low-grade iron in such a way that you increase
the efficacy of the most expensive part of the steelmaking process;
namely, the blast furnace. It has a doyble advantage and it is very
hlelpfiul to us and we are way ahead of the rest of the world on that, far
ahead.

The second system is basic oxygen. We were slow starting there, but
we are now ahead of the rest of the world and making more progress
than the rest of the world on this.

The third system is computerization, Again, we are ahead of the
rest of the world, far ahead of the rest of the world.

The Spencer plant. in Great Britain is computerized to a greater
extent than most of our plants, but in general, we are far ahead of any
other countl;y.

Then the fourth system is continuous casting. We started experi-
ments with continuous castings. I saw them in Beaver Falls in 1947,
when Babcock & Wilcox and Republic Steel were jointly carrying out
an experiment. But it never got to anything until a few years ago.
Now continuous casting is in use in a few 1p]n,nts in the United States—
Roancke Steel, a very small plant near here, has it. But it is being
introduced on a very large scale and it will be maybe some months or a
year before it amounts to anything significant.

In Germany, two plants have it, but there, too, it is only small. I
have seen them there. It is a small part of the total production. So it
is not significant yet, but it will be, because it eliminates four or five -
processes in steelmaking and will bring about enormous savings in time.

Senator Douaras. Then if we are ahead in three, why is it that the
Japanese have been sending more steel in #

. Mr. BernstEIN, The Japanese have been selling more steel, in my
judgment, because first, they had this boom in steel. They expanded
from 7 million tons prewar to ahout 40 million tons now.

Senator Dovaras: With modern machinery $

Mr. BernsTEIN, But they do not use it efficiently, as efficiently as we
do. The best study that I know on comparative eﬁiciency is made by
the European Coal and Steel Community and they show that the
Community countries are about three-quarters of our efficiency—the
prmluctxvxt%zf their }ﬁople is about three-quarters of ours.

: Senator Dovaras. How do you reckon productivity—per dol-
ar or— .
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Mr, BernsTEIN. Per ton. Labor cost per ton. Man-hours per ton.

Senator DoucLas. Man-hours, not in terms of wages?

Mr. BernstEIN. No; we are talking about man-hours. The Japanese
are only 50 percent as productive as we are,

Senator Douaras. But the wage scale is——

Mr. BERNSTEIN. You see, the point is that in the United States, the
labor is used much more eﬁiciently in the steel industlg Iam talidng
about, and you do not have people standing around doing nothing;
whereas in other countries, labor 18 not used as efficiently as it is in the
United States. So although they have modern equipment in many
instances, as in Japan—they have almost as much basic oxygen as
we have—they do not use it as efficiently as we do. They have more
people than we do. So their advantage in 1modern equipment is not
reflected in anywhere near the same degree in productivity.

Senator Dougras. Mr, Trowbridge, are you acquainted with the
studies which the subcommittee which I have been heading, has been
conducting on ocean shipping rates?

Mr. TrowBRIDGE. Yes, sir.

Senator Douaras. Isitnottruethat these studies have indicated that
rates on American exports, both to Europe and Japan, are much higher
than rates on imports into the United States between the same ports on
the same ships?

Mr. TrowBRIDGE. Yes, Sir.

Senator DouvgLas. And that this is true of steel #

Mr. TrowsringE. I understand this does apply to steel. -

Senator Dovaras. I have been trying to get the steel industry, Mr.
Chairman, interested in this for several years, to try to get it to stage
a drive to help us lower the export shigping rates and, if necessary,
raise the import shipping rates. And I think this would produce a
very appreciable change in the trade in steel in our favor. )

or any members of the steel industry here, I make my plea in public
that they really join us. To date the response has been something less
than enthusiastic. But this is a tremendous impediment, a 30- or 40-
percent differential against our exports. The American shippinf lines
are locked into the international conferences or cartels controlled by
the Europeans and the Japanese and they charge us higher rates, our
exports higher rates, than they charge to the exporters from Japan
and the importers into the United States.

In my judgment, there are hundreds of millions, possibly billions
of dollars being lost in this fashion. I cannot get the industries of
til.e country, except for a few independents, to take much interest in
this,

Mr. TrowBRIDGE. Senator, I do not know whether you have seen
a recent pam(fhlet which was produced by the Maritime Commission,
Maritime Administration in the Department of Commerce, which
attempts to inform the shipper how he can go and try to negotiate a
better rate base for his product.

Senator Dovaras. Yes, I have seen that. But I am also in favor
of going after the cartels, to turn loose the poor shipper. I imagine
there must be representatives of the steel industry here. I will make
my plea to them., ’

Pleasa help us in getting lower export rates and/or higher import
rates. It is gross discrimination and we have been fought every inch
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of the way by the shipping industry, I am sorry to say, including
American ships and shipping lines.

Mr. Chairman, that is all I have.

Senator HARTRE (presiding). Senator Bennett, did you have some
questions? :

Senator Bennerr. No.

Senato’ Douvaras. Thank gou, gentlemen,

Senator Bennerr. I would just like to make one comment.

Mr. Bernstein, you made the interesting comment that the Japanese
do not use their labor as efficiently as we. Is this not really a part
of their national overall labor policy, that they are going to have high
employment and they are going to employ geople to do things that
we would not employ them to do in order that they may have high
employment ¢

» Mr. BernsTEIN. Yes, this is typical not only of Japan but of most
other countries. But it is more widespread in Japan.

For example, in the Japanese industry, you get a job for life. A
permanent employee is hired and remains on the job until he turns
55 years of age. During that time, no matter what happens to the
business cf_’l_cle, no matter how long the industry goes, he remains on
thejob. He remainsworking.

en, too, the Japanese employer provides all kinds of benefits for
him to keep him there, from housing to vacation resorts, to hospitaliza-
tion, to consumer cooperatives, all of these things which make the
Japanese worker a part of his industry, and he stays there.

n addition to that, you have, of course, these twice-a-year wage
drives; that is, in addition to the basic wage, they get all these other
benefits that come at various times during the year.

Now, the Japanese Steel Workers Union is & very strong organiza-
tion. It has been able to achieve quite & few benefits recently and a
revolution, I think, is taking place in J. :?mnese industrgécoNot only is
it becoming la,r?r than it ever was before, but it is ming more
democratic and I might say parenthetically, that with this strengthen-
ing of the democratic tendencies of the unions, there was also a weak-
ening of the Communist influence. So that the unions now are func-
tioning more and more like American unions.

Now, I might say that we had a point 4 program—you might call it
that—to help them. We have a very strong cooperative arrangement
with the Japanese unions, especially 1n the steel industry.

Senator Bennerr. Well, I appreciate this addition to the record,
because I have had the impression that this was a matter of definite
Government policy, to see to it that as many people as possible were
employed in each industry. In every Japanese department store, there
is a girl at every door to open it for.you. When you go to get on the
.elevator, there is a girl at every elevator on every floor to see that you
get on and off safely. ‘

Mr. BernsTEIN. I have visited every major Japanese steel plant. I
have been in Japan several times. I am just amazed by the number of
people they have doing jobs which we in the United States would do
by a far, far smaller number.

Senator Bennerr., Thank you very much.

Senator Hartep, Mr, Trowbridge, what I want to come back to, and
just so you know that I am not leading you into any traps, is it not
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true that steel imports in 1965 accounted for 68 percent of the deficit
in our balance of payments?

My, Trowsrinee. Senator, I think you are comparing the trade bal-
ance in steel of $669, I believe it ig———

Senator Hartre. No, 1965 ; we are not in 1969 yet.

Mr. Trowsripge. No, $669 million with the total balance-of-pay-
ments deficit of 2.8 billion.

Senator Hartre. Well, is that fair?

Mr. TrowsrmGe. No, sir; I think that to say that one part of the
trade balance can be across the line compared to the total balance of
payments is just—sure, you have to recognize it as one part and you
can say that there is a percem‘age relationship, but that to say that the
whole balance-of-payments deficit was due to one part of the trade
balance I do not think is a conclusion that you can reach.

Senator HarRTKE. I did not say it was the cause of it. I said very
gimply this: When you come in to make up your balance-of-payments
proposition and make your balance-of-payments decision asto whether
1t is in a deficit or a sur%)]us position, one of the items in this is the
balance of trade; is it not

Mr. TrowBRIDGE. Surely. .

Senator HarTkE. And whenever you come before us at other times,

ou keep on pointing out that we have a balance-of-trade surplus which
ast year, 1965, was a little over $4.4 billion.
r. TRowBRIDGE. 4.8; yes, sir.

Senator HARTKE. '$4.8 biflion, all right. And you say at that time
also that if it were not for that 4.8 surplus in balance of trade, our
other deficit in the balance of payments would be increased by $4.8
billion exactle,'. Not $4.9 billion, not $4.7 billion, but $4.8 billion. Is
that not fair

Mr, Trowsrmee. That is right.

Senator Harrge. What is wrong, then—all I said was simply this:
If you take the total deficit in the balance of trade in steel and compare
it to the total deficit in balance of payments, it accounts for 68 per-
cent of the deficit in dollars,

Mr. TrowBrmae. $700 million is 60-something percent of 1.8.

Senator Hartge. Now, if that is true, and 1f the balance-of-pay-
ments problem is sufficient to cause us to go into hysterics in regard to
these so-called voluntary programs, to the possibilities of tax increase,
to restrain the domestic economy, with all of the ramifications in
causing the problem we have with tight money and higher interest
rates and the threat of a run on the savings and loan institutions—if
this balance-of-payments item is that big, do you not think it is a
major concern, when 68 percent of the deficit is accounted for in one
industry, that this is not sufficient for you to pass more than just a
flesting 'l%‘]tmce at such a proposition ¢ )

Mr. TrowBriDGE. Senator, we are not passing a fleeting glance at
any part of this problem and we certainly do not want to give the
impression that my statement here relegates to a minor position the
problem of steel imports. We are trying to point out that a study of
the steel import situation would involve many, many factors and we
have tried to list them here. . .

Senator Harree. Is there something wrong with people studying
many factorsdn this world today ¢
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Mr. TrowBrmGE. No,sir; thereisnot. But I believe you would have
to make a very searching and Iggf study and the availability of some
of the data that would be required in terms of price and cost informa-
tion on the forei%n steel industry would be, if we could not get it, the
study would not be totally conclusive.

Senator HarTEE. So what you say is because you think that the
study would be long, that it would be comprehensive and difficult, it
is better not to try it at all?

Mr. TrowsrmeE. I am merely saying, Senator, that there are parts
of the information which we think would be necessary that would be
almost impossible to get, or very, very difficult to get; that is, cost and
price information in the foreign steel industry, for example.

Senator HarRTRE. Let me ask you then, do you think that when one
industry accounts for an amount which is 68 percent of a major inter-
national problem of the United States, because of the difficulty, in
obtainin%lthese figures and because of your predisposition to failure,
that we should go ahead and just ignore the whole problem and hope
it goes away ¢

r. TRowBrIDGE. No, sir; I am not predisposed to failure and I
am nottrying to ignore anything and I am not quite in agreement with
-you that gvou can take one part of the trade picture and say that it, as
a sig le factor, is totally the reason behind the balance-of-payments
roblem.
P Senate HarrxE, All right, let us just clear up that point so there is
no misunderstanding about where we are going.

You tell me how you can proceed to take up the total in the balance of
;rade without going industry by industry, dollar by dollar, item

oritem.

Mr. Trowsripge. Well, of course you do. The total balance of trade
factors is the exports and imports of every industry.

Senator HarrrEe. Of individual items?

Mr. Trowsringe. Right.

Senator Harrke. And the major portion of this deficit at the mo-
ment, amounting to 68 percent of this deficit, is in this industry and
you say, therefore, we should ignore it ¢

Mr. Trowsr:ipge. Senator, I will take your arithmetic, but I am
not sure I would draw the same conclusion. .

Senator Harte. You draw any conclusions you want to. My con-
clusion is that you are drawing the conclusion that you are afraid
of work or afraid of the result or have a predisposition to failure.

Mr. TrowsrinGe. I would not agree with you on that, Senator.

Senator HArTkE. I am not asking you to. I just want you to know
why I am concerned about this item.

Iys it not true in these discussions to which you referred a few mo-
ments ago that one of the No. 1 items of concern by the so-called
Western bloc of nations is the continual and persistent balance-of-
payments deficit of the United States?

r. TRowBRIDGE. Yes,sir. .

Senator HarTke. This is stated by the so-called central bankers
of Europe to be the one place in which the United States has to
“straighten out its own economy first.”

Mr. TrowBRIDGE. Yes, sir.
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Senator Hartee. And until this is done, we cannot even proceed
in this vital field of international monetary reform. We cannot even
begi? to have real, meaningful discussions in that field. Is that not
true

Mr. Trowsripge. Those discussions are going on. How much they
are going to accomplish in the immediate future, I do not know, sir.
I have not been involved in them. But I know the meetings have
been proceeding and discussions going along in parallel with our efforts
to get the balance-of-fayments })roblems in equilibrium.

enator Harrke. If you will read those reports, you will see they
say that until the Unite(f States straightens uE its balance-of—anments
problem, there is no necessity, and in fact, they do not think there is
anKIur ency in international monetary reform.
r. TRowBRIDGE. I think this is the French position. I am not sure
it is the total position of the Group of Ten.

Senator HARTKE. Who are the dissenters?

Mr. Trewsriwee. T would think if you would characterize the vari-
ous positions, as I understand it, the French say there is no need to
talk about it until the American balance is in equilibrium.

Senator HarTkE. Let’s stop right there. What do you mean by
equilibrium ¢

Mr. Trowsripge. Somewhere in the neighborhood of zero. Where
input-output, or outflow and inflow are close to each other.

enator HarTee. Is the Treasury position the same as your
definition? .

Mr. Trowsringe. Well, when they talk aboyt equilibrium, I assume
it is in that direction, yes. The President, himself, has defined equi-
librium in terms of $250 million above or below the balance.

Senator HarTkE. The Secretary of the Treasury told me that he
would consider a $500 million deficit to be equilibrium, $500 million
to $1 billion. So there is quite a bit of difference as to what equi-
. librium means, Just so we do not become confused. T am not trying
to have a decision on that, but that in and of itself does not mean
you have to have a zero balance. -

Mr. Trowsripge. The Secretary of the Treasury himself said in a
]pres conference several weeks ago that it may well be necessary to

ook at the factor of Vietnam as we also look at our goal of balancing
the total picture, balancing the payments.

Senator Harrge. What information does the Commerce Depart-
ment have concerning the cartelization of the steel industry in foreign
countries? :

Mr. Trowsripee. OQur knowledge on that is fairly limited, I would
think, Senator. I might ask if Mr. Petérson might comment on that.

Mr. PerersoN. Mr. Chairman, we do not have a great deal of infor-
mation on it. There is a trend in Europe for concentrations of some
of the producers and mergers to get a more efficient plant of a more
optimum size, but in terms of a cartel, we have very little information.

Senator HarTkE. Do you think it would be valuable to us tp have
such information ¢

Mr. Peterson. I do think it would be valuable to have more infor-
mation on the ownership and the ways that the foreign steel produc-
tion and trade are carried out; yes, sir. . - /
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Senator HARTKE. Are you aware of the mergers which have recently
taken place in the steel industry in France? .

Mr. N. I do not recall the names of the companies, but there
have been a couple of mergers, one involving Usinor, a large preducer
of flat rolled steel, and others under discussion. There has been a
recent one between a large West German Broducer and a Dutch pro-
ducer, where they have agreed to have the Dutch producer concentrate
on the basic iron and steel production while the German producer
would concentrate on the finished products.

Senator Harrge. What type of control do we have over the merger
of these comtﬁanies and the resulting restraints in trade which are
affected by them? .

Mr. PerersoN. I am not sure that we have any control on them in
terms of the concentration or merfer itself. They require approval
by the High Authority of the Coal and Steel Community, which has
given the approval. In terms of our law and the sales of these com-
panies to the United States of steel products here, I am not sure what
the laws are in terms of the Robinson-Patman Act and other laws. I
am not an eIzEI;;ert in this area, sir.

Senator HarTre. But with regard to the same tyé)e of procedure,
if it occured in the United States, would it not be subject to the anti-
trust laws?

Mr. Pererson. Yes, sir. «

Senator HarTKE. But this is not true of those comggnies, isit?

Mr. Pererson. Well, it is in the sense that the Treaty of Paris,
which set up the Coal and Steel Community, does have articles in it
having to do with concentrations and mergIers and they must seek au-
thority from the Hizh Authority. But as I have indicated, they have
given agproval to most of these mergers, feeling that they need to have
larger firms to get o%imum efficiency in their steel production.

Senator HarTre. Well, now, as you mentioned, Usinor and Lor-
raine-Escaut—is that it ¢

Mr. PerersoN. Usinor, yes, sir.

Senator HARTKE. Theﬁ’ merged, and in addition to that, you have
the second merger which would join De Wendel and Sideor, which
are the second and third largest steel manufacturers there, is that true?

Mr. PerersoN. Yes, sir.

Senator HarTke. Their combined capacity is about 8 million tons,
which ranks them along with the largest in the world, is that not true?

Mr. PerersoN. Well, in terms of companies?

Senator HARTKE. In production and companies, yes.

Mr. Pererson. In oomﬁanies, we would have some large ones, and
possibly one in Japan might be larger.

Senator Hartke. Three or four American companies might be
larger; right ¢

Mr. Pererson. Yes.

. Senator Harrke. They move into this cartelization, and they move

into this operation which permits them to proceed to establish their own

E)rlcegs. They get Government aid and Government loans, is that not
rue

Mr. PerersoN. Well, they have in the past received loans from the
Government. Belgium, for example. And they have had the finan-
cial resources of the High Authority, which they have tapped in part.
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Senator ITarrxke. And they provide export credit facilities for
them, which are not available in the Unitecf States; is that not true?

Mr. Prrerson. I am not sure of the comparative export credit fa-
cilities, sir.

Senator Hanrke. Just what does the Commerce Department of the
United States do for our steel industry by comparison ?

Mr. Pererson. Well, we have a system through our embassies of
export opportunities.

Senator Harrie. Opportunities, right.

Mr. Prrerson. Opportunities that are processed, which are dis-
tributed. We do have these trade opportunities that are sent in from
our embassies abroad. They are published in International Com-
merce that Mr. Trowbridge referved to earlier.

We also supply whatever information we can to the American Iron
and Steel Institute which comes to our attention for dissemination.

At the same time, our Export-Import Bank, although I am not
familiar with the comparative credit facilities as compared to other
countries in detail, there have been occasions when our steel industry
has been helped.  Ifor example, in authorizing credits to iron ove
development abroad, where our companies want to get better quality
and be assured of a long-term supply of iron ore.

Senator Harrke. That is not dealing with exports, though.

Mr. PerersonN. No, sir; but you asked how is our steel industry
helped. .

Senator Harrxe. T asked what do we do to help our steel industries
export? What type of assistance is there from the United States?

Mr. Trowsringe. I think, Senator, that the whole range of trade
promotion in export expansion programs which we have are not only
available to but in some cases used by the steel industry.

Senator Harrxe. I am talking about what do you do? In other
words, you do not provide export subsidies. You do not provide dis-
counting for them on paper. We do not provide special considerations
for them on taxes, do we? We do not do anything like that; is that
correct ?

Mr. Troweringe. Correct.

Senator Harrke. I think that is right. What I am trying to point
out. here is that you have this cartelization in which there is no anti-
trust prosecution which they have to fear. They have these special
incentives for export given to them by their governments, which we
do not give ours; is that not true?

Mr. Trowsrmece. That is right.

Senator Harrke. But you do say, you do not know what type of
assistance is given to these foreign countries in this field ; is that 1ight ?

Mr. Trownrince, Mr. Peterson has listed some of the varions——

Senator Harrke. Do you know, for example, what Belgium does?

Mr. Pererson. No, sir; I am not familiar in detail with the type of
assistance they give to their industries generally or their steel industry.

Senator Harrke. Do you feel such information to be of value?

Mvr. Prrerson. Yes, sir.

Senator Hlarrke., Well, why have you not obtained it?

Mr. Prrerson, Well, T was going to say that we do have m:forma-
tion that the Belgian Government had given the steel industry some
low-interest Joans in the past.

G4-8SR7-~G6——7
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Senator HarTke. But you do not know what they do as far as export
loans or export credit subsidies are concerned, if anything at all?

Mr. Pererson. No. o

Senator HarTke. Yet you say this study would be of very limited
value. Although you admit you have not done it yourself.

Well, now, let’s come back to cartelization. You say you do not
know what is going on in this field of cartelization. Do you not think
that it would be of extreme value to make a determination in an item
as important as this?

Mr. Pererson. Yes, I do.

1Sen{;ttor Hartre. Why do you say such a study would be of limited
value ?

Mr. TrowBRrIDGE. Senator, the point we make in our testimony is
tl&?t surely we do not have all of the information within our own
office.

Senator Harrke. Well, why do you not?

Mr. Trowsripge. Well, I think if we were to have all of the informa-
tion on all parts of American industry ad infinitum, we would—-

Senator Harrge. I am not asking you ad infinitum. I am talking
about an industry in which the imports alone account for 68 percent—
the balance of trade alone, rather, accounts for 68 percent of the deficit
in what is considered to be one of our major monetary problems and
economic problems at the moment, the so-called balance of payments.
This has been placed across every newspaper, every magazine, and has
been talked about in every small communit});. It was pointed out
last year by the Secretary of the Treasury that this was, outside of
Vietnam, our No. 1 problem.

Now, I am not asking ad infinitum. I am asking why are you
hesitant and why do you feel that a study of this type, development
of]thezfacts so an objective decision could be made, would be of limited
value?

Mr. Trowsrinee. Well, as T have tried to explain, I think we could,
obviously, and would join in such a study and we would have available
and could generate a great deal of the pertinent information under
the four categories that are outlined in the resolution. There are some
serious gaps that we could see as being practically impossible to get in
terms of particularly the cost-price structure ofy foreign steel indus-
tries. There would be information of the domestic industry that
would be difficult to %et, if not impossible to get.

Senator HarTkE. Is there excess capacity in steel in Europe today ?

Mr. TrowsrIDGE. Yes, sir.

Senator HARTEE. And as a result, have they sliced their prices sub-
stantially ? '

Mr. Trowsrmpoe. I know that there is an excess capacity. What
the price impact of this has been, Senator, I could not give you off-
hand across the board in all steel mill products.

Senator Hartee. Has there been an increase in protectionism by
the Coal and Steel Community

Mr. Trowsripge. During what period ?

Senator HARTEE. Recently, in the last few years?

Mr. Trowsripge. I think that the average European Common
Market tariff rate which, prior to 1958-59, was in the neighborhood of
a 14-percent average, and which at that time in 1959 was reduced down
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to an average level of about 6, in January or February of 1964, the
average was increased to a level of about 9.

Senator Hartke. Yes. In other words, they increased their tariffs.

Mr. Trowsripoe. That isright.

Senator HarTEE. And Spain and Greece have imposed curbs in the
name of antidumping legislation, is that not true?

Mr. Trowsripoe. That may well be, Senator, I am not sure.

Senator Harrke. You do not know, again. But you think a study
would be of limited value, although you are not familiar with this.

Mr., Trowsripge. That information I know is available in the Gov-
ernment. I do not happen to have it in my head.

Senator Hartre. And the fact that Britain in 1964 put a surcharge
on all imports—is that true?

Mr. Trowsrinpee. Fifteen percent, yes, sir. Recently reduced to 10.

Senator Harrke. But these are all items which have tended to re-
strict our opportunity to export, is that not true?

Mr. Troweripge. Any increase in trade barriers does, yes, sir.

Senator Harrke. What would happen if—let me ask you first, what
percentage of the nails used in the United States is now produced
overseas ?

Mr. Trowsripge. What percentage of the nails produced—in use
in the United States are produced overseas ?

My, Pererson. I think it is about half, sir,if not more.

Senator Harrke. What if they were cut off suddenly. What would
happen to our national defense effort in that regard? Has this ever
been given consideration ?

Mpr. Pererson. Well, the Office of Emergency Planning has cogni-
zance over the impact of imports on national security. So far, they
have not received any appeals in that connection. Certainly there 1s
a concern if any particular product area, all our producers would go
out of business in an important commodity that would affect our na-
tional defense.

Senator Harrge. Now, what about barbed wire?

Mr. Prrerson. Barbed wire is over half, sir.

Senator Harrke. And where do we use barbed wire now?

Mr. Pererson. Well, we use a great deal in Vietnam and we have
had, some of our steel producers recently brought back into produc-
tion some of their facilities to produce enough barbed wire, sir.

Senator Harrke. So there is a national defense item to be consid-
ered, is that true?

Myr. Pererson. Yes, sir.

Mr. TrowsrmeE. Senator, could I go back for a minute to a point
we discussed earlier of Government support to steel industry exports?
I might just point out or: table 11 in our presentation, the figures on
total exports of steel mill products in millions of dollars and the por-
tion financed by AID, which in the year 1965 amounted to 42 percent
of total United States exports were financed by AID. That was not
covered in our discussion of Government assistance in exports of
steci. It isin this series of tables.

Senator Harrke. Now, what I am trying to come back to is the fact
that you have cartelization, and you have economic isolation as far
as the United States is concerned for world expansion in the steel in-
dustry itself due to the voluntary program. You have had the—well,
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we do not know, according to what you say, what the problem is in
cartelization exactly. We do not know what is the comparison upon
economic. benefits given to exports of steel as far as foreign markets
ave concerned.

One other item T want to come to. Ts it not true that due to this
overeapacity, they have substantially cut prices of items which are
coming to the United States? Overseas producers have substantially
cut the prices of items which come to the United States?

Mr. Trownrice. I think it is certainly true that prices in, let’s say,
reinforcing rods, other particular parts of the steel mill product total,
have certainly been reduced and are extremely competitive

Senator ITarrkr. Bxtremely competitive?

My, Trowsripat. Below our own prices.

Senator Harrke., Below our prices, right.

Mvr. Trownripar, That is my understanding.

Senator ITarrkr. And therefore, when they continue to increase
their capacity, they are able to capture part of the market, is that not
right.?

Mr, Trowsrince. They have certainly eaptured larger portions of
1.

Senator Harrke. There are two instances in which they have moved.
One is the steel strike which put us into a defieit balance in steel in
1959, right ?

Me. Trownripar. Yes, sir.

Senator Harrke. What happens is that whenever we have a dis-
cussion of what the impact is, they say it is due to a steel strike.  But
cach and every time, including this last time in 1965, the percentage of
the market which they have retained after the steel stvike has always
been higher, is that not true?

Mur. Trowsrnar. That is true.

Senator Harrxke. 1f the present policy continues along the present
trend, it can be anticipated that they are going to go from their pres-
ent 10 percent of the total to how much?

Mr. Trowsriee. Senator, T could not guess on that. The trend in
1966 is less than the 10-percent figure they derived in 1965, It is going
to be higher, obviously. :

Senator Harrke. T was going to come back to that. How much
less—22 percent, T thought you said.

Mr. Trowsrmak. As of the first 4 months of this year, imports on
an annual rate basis, and again, as in the balance-of-payments ques-
tion, the annual rate figure is a very diflicult one to hang your hat on.
But the imports in the first + months are 22 percent less than the
equivalent period last year.

Senator ITarrke. Now just taking your own statement in that same
paragraph, “but 30 percent. more than in 196477

Mr. Trownrinae. I am sure that is true,

Senator Hartke. So let us be honest about it. A fair appraisal of
it, simply stated, shows that there is a constant. deterioration, as you
have said, in the percentage of steel which is produced domestically
in relation to that which is imported. Is that not true?

Mr. Trowsrinae, This is a serious problem when it accounts for as
much as we are doing now.
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Senator Harrxe. You say that you do not feel, though, that we
should go into an item-by-item study. Is that corréet? 1 think this
is in your study here.

Case by case, you said.

Mr. Trowsringe. We are talking about case-by-case handling of the
work done under the antidumping regulations, saying that this—-

Senator Iarrke. I thought you had, either tﬂe statement itself
or otherwise in answer to a question, you said you felt—1I think it was
to Senator Bennett's question—you thought we should not go into a
product-by-product study of these items of a nation which is——

Mu. Trowsringe. I do not believe I said that ; no, sir.

Senator Harrxe. Do you think we should or should not.?

Mr. Trowsrivsr. If we ave going to have a study of this type, surely
it would have to be on a product-by-product basis.

Senator Harrke, 1 di(% not ask you that. I know if you are going
to have a study, you will have to do it. I understand that. But do you
think such a study is desirable? 1 know you take the position on this
resolution that such a study would be in the abstract and of limited
value. That is on point one.

On point. two, you say that most of this information is available to
the Department. Point three, you say a study would be of limited
vaiue; aidd point four, you question the value of the study.

Now, do you consider the steel industry to be as important as the
shoe industry ?

Mr. Trowsrminae. Both within the domestic economy and the inter-
national, it certainly is a much bigger factor.

Senator Harrie. Are you not conducting at this present time a study
on the shoe industry, its technology, its research and development plans
and needs, its export potentials?

Mr, Trowsringe. Yes. That study was initiated about a year and
a half ago, or longer.

Senator Iarrke. And you believe

Mr. Trownripsk. It is primarily a technieal assistance kind of proj-
ect in which we would hope that we could provide some sort of assist -
ance to that industry which has had problems.

Senator Harrge., And you ave going to provide some assistance to
them?

Mr, Trownrinar. Hopefully designed to get modernization practices
into the productive factor of the industry.

Senator Harrke, And this study also is touching on the impact of
foreign imports, is that not correct ¢

Mr. Trowsrinar. 1 believe that is part of it ; yes, sir.

Senator Mawrrke. And is it not true that the imports of foreign
foot wear, leather footwear, accounts for about 15 percent of the total
consumption at the present time? Is that not correct?

Mr, 'll‘m)wmmxm. believe that is right.

Nenator TTanrke, Why, then, if such a study as this is important to
the United States, would not a study of the type which is envisioned
by this resolution be important to the United States?

Mr. TrownsribGr, \\’ell], siry, we are dealing in the case of shoes pri-
marily with domestic industry which has the primary problem of
modernization within its own productive processes, The factors of
the information that we are seeking, pulling together in the shoe
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industry, are more readily available because of the domestic nature of
the problem.

I think that the study in the steel industry differs in that, basically,
we would be comparing the competitive abilities because of the nature
of this resolution which is aimed primarily at the import impact.
We would have to compare the competitive abilities of the foreign
steel producers and the domestic. This would be the primary focus
of such a study. Our ability to get the full information of that com-
{)etitive ability, I think, must be recognized as being very limited.

Vhether we would come out with a study which would be really mean-
ingful, given this lack of access to basic information, is our main ques-
tion when we say that such a study might have limited value.

Senator Harrke. Well, if you consider this & major problem, just
what stef)s have you taken specifically in the steel industry to alleviate
the problem ¢

Mr. Trownripge, Well, sir, T think that if you look at the package of
AID financing on exports, of Kximbank financing, ave of trade pro-
motion activities, this is one series of steps. T might add one other
that T am sure the steel industry would be eligible for, and that is
for some of the benefits under the Economic Development. Adminis-
tration if the location of a new investment in 2o area judged to be
depressed under the standards of that law.

Senator Harrke. This has to do with exporting?

Mr. Trowsringe, No,sir; but this is a domestic assistance that would
he available should it. be required, similar to the ones you pointed out
in Europe given by the foreign countries.

Senator Harrkp. I want to interrupt you right now. Congress-
man Madden is here. He is from the great State of Indiana, and the
ranking member of the House Rules Committee. T know he is very
busy today. They are trying to get us out of Congress by at least
August 15.

Congressman Madden, it is a real pleasure to have you with us this
morning.

STATEMENT OF HON. RAY MADDEN, A REPRESENTATIVE IN CON-
GRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF THE
STATE OF INDIANA

Mr, MaoprN, Mr. Chairman, T want to thank you for this opportu-
nity to testify, because we have the Rules Committee going on now
and T just excused myself temporarily.

The prime reason for my appearance here is to commend you as
chairman of this subcommittee and the Finance Committee of the
Senate for holding these hearings. T firmly believe that the un-
reasonable annual increase of imported steel from various nations
over the globe must be curtailed. Unless vour committee in these
hearings can arouse the Congress and the Government to take some
kind of steps to reduce this growing importation of steel products
from other nations, there will be thousands of steelworkers and other
employees in the steel mills throughout the Nation and in the Calu-
met region of Indiana, which is my district, out of work.

We realize nationg must have comity and concessions on interna-
tional trade. I think in certain of our manufactured commaodities,
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there is an unreasonable expansion in imports taking place in recent
vears. The cheap production in foreign countries as compared with
the wages paid in this country is the principal reason for expanding
imports, particularly steel. 1 am merely talking about steel today.
Maybe there are some other products that might be placed in the same
category as far as unreasonable importation is concerned. I have
seen the time in my district, and it has not been very long ago—it has
been within the last 15 years—when many steelworkers were out of
work. Of course, we do not need to go back to the early thirties when
cheap labor and low purchasing power brought on the great depres-
ston., But I think we had better alert ourselves on this gradual en-
croachment of letting down the importation bars to manufactured
products. Tam particularly talking about steel imported from Japan
and other areas where they are paying low wages, low-cost production,
and unfairly competing against our economy.

In 1955, the im})orts of foreign-made steel into the U.S. market were
1.2 percent. Let’s go to 1958, It crept up to 2.9 percent. In 1959, 6.1
percent. In 1963, 6.9 percent. Tt keeps creeping up, year by year.
In 1964, 2 years ago, it jumped from 6.9 percent to 7.3. In 1965, last
year, it jumped from 7.3 up to 10.3. Unless your conunittee can follow
through on the good work you have started here this morning, nobody
knows but what In another 5 or 6 years, it may be up to 15 or 20 percent.
And steel is one of our major economies in tﬁis Nation. It employsa
bigﬁ)ercentage of our work force. Itisthe barometer of our prosperity.

r. Chairman, without taking up too much of your time, I do want
to urge you to pursue these hearings. I know and I believe that the
Congress, and that includes the House of Representatives, will co-
operate along with your committee. It is astounding when I under-
stand Japan sends 43 percent of its steel production into this coun-
try—43 percent. So I think it is about high time that we take some
steps to curb this encroachment upon the American working men and
women, because we know not what our economic future is going to
bring, and we must use every precaution to protect our economy and
emf) oyment,

(?'ant, to thank you for this opportunity for saying just these few
words.

Senator HarTge. Thank you, Congressman Madden. You come
from, I guess, the largest steel producing area in the United States.

Mr. MappeN. I have three major steel companies in my district, the
Carnegie-Illinois, largest in the world, and T have a branch of the
Youngstown and the Inland, with several other smaller steel manu-
facturing concerns.

Senator Hartre. Thank you, Congressman.

Mr. Trowbridge, I think possibly we have taken enough of your time
this morning. I want to thank you for apsxearing.

We are going to recess now and we will resume at 2:30. For the
information of these other witnesses, I might tell you that it is my in-
tention to proceed as rapidly as we can ang that we will not quit at an
early hour. The intention is to try to conclude these hearings at the
earliest possible moment. That means we will be prepared at least to
stay until ordinary people quit work.

We will recess until 2:30,
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(Whereupon, at 12:!0 p.m., the hearing recessed, to reconvene a
2:30 p.m. on the same day.)

AFTERNOON SESSION

Senator Harrke (presiding). The hearing will come to order. 1
want to apologize for being: a little late here because I was involved
in & meeting with the Secretary of the Treasury. Maybe we can pick
up some this afternoon.,

The next witness we will hear from will be Mr, Fred B, Smith, Gen-
eral Counsel, Treasury Depaitment, and with him is Assistant Secre-
tary True Davis,

100d afternoon, gentlemen, T want you to know that your boss is
still working. You may proceed,sir.

STATEMENT OF FRED B. SMIT}, GENERAL COUNSEL, DEPARTMENT
OF THE TREASURY; ACCOMPANIED BY W. TRUE DAVIS, ASSIST-
ANT SECRETARY OF THE TREASURY; JAMES P. HENDRICK,
DEPUTY ASSISTANT SECRETARY OF THE TREASURY ; AND JAMES
GRIFFIN, SENIOR ECONOMIST, OFFICE OF THE ASSISTANT SEC-
RETARY FOR INTERNATIONAL AFFAIRS

Mr. Sarrei. Mr. Chairman, my name is Fred B. Smith, General
Counsel for the Treasury Department. As you know, I am accom-
panied by the Assistant Secretary of the Treasury, Mr. True Davis,
Also the Deputy Assistant Se(-retm‘y of the Treasury, Mr, James P.
Hendrick, and Mr, James Griffin, Senior Kconomist in the Office of
the Assistant Secretary for International Affairs.

Mr. Chairman, with your permission, 1 would like to read a brief
prepared statement,

I am happy to appear before the committee to present the views of
the Treasury Department on Senate Resolution 149, which would re-
quest. the President. to cause a study of imports of steel mili products
to be undertaken by the Department of Commerce, utilizing other
appropriate Federal agencies. i

The committee is hearing testimony from representatives of Com-
merce and Labor Departments and 1 do not propose, therefore, to deal
in my prepared statement with general factual information concern-
ing the status of the U.S. steel industry or of employment in this
industry. We are not experts in the Treasury on these subjects, which
are not. among our primary responsibilities, and on which T am sure
that representatives of these other two Departments ave much better
qualified than I am to speak.

In the Treasury Department, we do have a major concern and re-
sponsibility for our balance of payments and we have the statutory
responsibility for administering the antidumping statute. I propose
to speak briefly on these two subjects as they relate to the proposed
resolution before the committee. I should point out, as I am sure the
committee knows, that the Department of Commerce bears a heavy
share of the responsibility in our balance-of-payments programs and
has heen vlnn-gzw\ with the administration of the President’s voluntary
program on U.S. direct investments abroad.
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Before speaking briefly about the relationship of steel imports to
our balance of payments and the application of the antidumping
statute to steel imports, I should like first to make some general obser-
vations about the proposed resolution. First is the question of the
desirability and need for a study. Certainly we could not. object to
such a study if the Senate and representaiives of other interested
departments felt that there was a need for it.  'We do have consider-
able doubt as to the need. We are under the impression that a great
deal of information already exists on the current situation of the
U.S. steel industry and on the trend of imports of steel and also that
the relationship of our domestic and international programs to trade
in this and other commodities is under continuous study. I cite, for
example, the Report to the President on Steel Prices by the Council
of Economic Advisers, issued in April 1965. This report contains
a section on foreign competition in steel and its relation to our bal-
ance of payments (pp. 10-21 of the veport). We believe the steel in-
dustry is fully aware of the necessity to improve its market position at
home and abroad. It can certainly count on the cooperation of the
administration toward this end.

We note that authority already exists by law for the Tarift Com-
mission to study the effects of foreign competition on domestic indus-
try and, under the Trade Expansion Act, to investigate whether im-
ports are causing or threnten to cause serious injury to a domestic
industry producing like goods. It would appear that if there is
a real need for a current study of the steel industry it could be under-
taken without the necessity of passage of a Senate resolution and
we believe that this would be a better course to follow. I have in
mind the interpretation both here and abroad which might be placed
upon the passage of a resolution calling for a study, particularly if
it were couched in terms such as those contained in the proposed
Senate Resolution 149, which would focus attention on the effect of
imports upon the domestic industry. It might be concluded that
the purpose of such a study would be to establish a basis for restric-
tive nction against steel imports. This could create difliculties for the
conduct of our multilateral tariff negotiations now in process, or
lead to the contemplation or initiation of counterrestrictions on the
part of major foreign steel-producing countvies. Consequently, it
1s our view that, if there is truly a need for such a study, it might be
undertaken by the Tariff Commission or other appropriate agencies of
the Government without the necessity for the passnge of a Senate
resolution.

In any event, we feel that any study undertaken should be broader
in its scope than the proposed Senate Resolution 149.  While, as I
said, we at the Treasury are not experts on the steel industry, it is our
understanding that in any real assessment of the competitive position
of the domestic industry, eaveful attention would need to be given to
such matters as the efliciency and productivity of the domestic industry
and prospeets for improvement; the industry’s pricing policies: the
strength and vigor of its efforts to increase its export markets; the
effect of reducing imports of steel on exports of machinery and other
manufactured products et cetera. Couching such a resolution in
these broader terms would also soften somewhat its impact on those



102 STEEL IMPORTS

abroad who might be concerned lest it embody a preconceived conclu-
sion that restrictive action against steel imports would be necessary.

The proposed resolution (point No. 3) provides that particular at-
tention should be given in the study to the impact of steel imports
upon the maintenance of equilibrium in the balance of international
payments of the United States, and, in point No. 4, the effect of
efforts of the Government to restrict the outflow of private capital
ulponbthe demand for steel products in foreign countries affected
thereby.

There can be no question but that there was a substantial increase
in imports of steel mill products in 1965 and at the same time a sig-
nificant decrease in exports. Iraports increased by 57 percent in that
year to a $1.2 billion level accounting for some 10 percent of the
domestic market for such goods, while exports in that year fell by
more than 18 percent. A large part of the increase in imports in
1965 can be attributed to the threat of a steel strike which led to sub-
stantial stockpiling of steel by domestic users. Nevertheless, imports
in the first 4 months of 1966 were at an annual rate of $900 mil-
lion, still a very high level. It should be pointed out, however, that
imports have been at high levels ever since 1959 when they were trig-
gered by another steel strike. Also, these recent large imports have
occurred in the context of a greatly expanding U.S. market.

Without question, there has been some deterioration, at least tem-
porarily, in the competitive position of steel. It should be noted,
however, that this large recent increase in steel imports has been oc-
curring at a time when demand has been stretching capacity near to
its limits, and unemployment is at a very low level. Increases in
imports are to be expected under these conditions. Also, there are
indications that the competitive position is beginning to improve as
the large expenditures for plant modernization that have been under-
taken begin to bear fruit, and as the foreign mills continue to experi-
ence more rapidly rising labor costs. We believe that an improvement
in the competitive position of the U.S. steel industry will be dependent,
essentially, not upon more restrictive action against steel imports, but
upon the relative success of our efforts to hold down costs and prices
in cur domestic economy. It will also be dependent, significantly.
upon the success of the steel industry’s efforts to improve productivity
a{nd to make more vigorous efforts than heretofore to expand markets
abroad.

With respect to points 3 and 4 of the proposed resolution, the admin-
istration’s overall program for dealing with the balance-of-payments
problem includes, as one necessary and major element, a number of
measures designed to exercise some restraint on foreign investment
and other private capital outflows.

In the case of direct investments abroad, the Cominerce voluntary
program does not call for any reduction in the flow of such invest-
ments, but only a moderation of what had become an excessively rapid
rate of growth in these outflows in relation to the overall balance of
our international payments and receipts on other accounts. Speci-
fically, the target under the program allows for an increase during
the 2 years 1965 and 1966 together—in new outflows of direct invest-
ment capital plus reinvestment of retained subsidiary earnings—to an
average annual rate 35 percent higher than the 1962-64 average. In
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1965, the absolute increase in direct investment outflows above the
196+ level amounted to $900 million.

In the case of bank credits to foreigners, the Federal Reserve guide-
lines for voluntary restraint, combined with increasing tightness in
the domestic banking situation, have resulted in sharp reduction in

revious very high outflows of such credit. However, the banks have
een urged, within their overall target ceilings, to give priority to
export credits, as well as to credits to less-developed areas; these target
ceilings allow for a 9-percent increase by the end of 1966 over the end-
1964 level of outstanding bank claims on foreigners; and the banks
were, as of end-March 1966, actually $713 million below the target
ceiling effective on that date—thus still having considerable leeway,
as far as any balance-of-payments restraints go, for additional foreign
lending. '

The interest equalization tax, similarly, has brought about a sub-
stantial net reduction, compared with previous unusually high levels,
in American portfolio investment in governmental or corporate secu-
rities of developed foreign countries other than Canada. However,
this tax does not apply to direct investments or other credits in less-
developed countries.

Accordingly, we can see no basis for concluding that these balance-
of-payments measures to achieve a limited restraint on otherwise ex-
cessive outflows of U.S. private capital have had any significant ad-
verse effect on the continued growth of U.S. exports generally or on
U.S. exports of steelmill products in particular.

The most basic and important singlc element in our balance-of-
payments program, of course, has been and clearly must continue to
be the further strengthening of our commodity trade balance—through
continuing and accelerated growth in cur export sales, combined with
continued competitiveness of U.S. products relative to imports within
our domesiic market. The key factors we must look to for success
in this vital area are: constant improvement in the overall produc-
tivity of U.S. industry; and continued maintenance of general cost
and price stability in our domestic economy.

While such an approach cannot, of course, assure gains or even
forestall setbacks in the foreign trade balance of any particular U.S.
industry or on particular categories or types of products, this must,
n{(;verthe]ess, continue to be the basic focus of our balance-of-payments
effort.

Turning next to the question of dumping, Senate Resolution 149 re-
fers to “the possibility of unfair, below-cost pricing of steelmill prod-
uct imports to the United States.” We have found that when they be-
lieve such imports have taken place, members of the domestic steel in-
dustry are alert to file complaints under the Antidumping Act.

The Antidumping Act comes into effect when a foreign producer
sells to the United States at a lower price than he sells in his own
country and when these sales to the United States injure our domestic
industry. If both elements are present-—price discrimination and
irjury—domestic industry is given relief by imposition of a dumping
duty ‘equal to the difference between the higher home market price
in the country of export and the lower price to the United States.

To use a simple example, let us suppose that a particular steel
produet. is sold by a foreign procducer in his home market at $100 a
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unit and sold to a U.S. importer at $95 a unit. This is price diserimina-
tion. If the sales injure U.S. industry, then a special dumping duty
is assessed in the amount of $5 a unit.

The price comparison is typically made on an ex-factory basis, and
this is without consideration of ordinary import duties or transporta-
tion. Thus, in the example I have given, if the ordinary import duty
was $3 and the transportation was $2, the import would cost the
importer $100. But the sale to the United States would nonetheless
involve price discrimination within the meaning of the Antidumping
Act, and if domestic industry was found to be injured, dumping duties
would be assessed at. the rate of $5 a unit.

Relief can be given to domestic industry not only by imposition
of dumping duties following a finding of dumping but also by prompt
revision of price (or its equivalent, discontinuance of imports). Fn
this latter event the cases are closed out forthwith. The same result
follows when a complaint is withdrawn.

Whether there is price discrimination in a dumping case is decided
by the Treasury Department. VWhether there is injury is decided by
the U.S. Tariff Commission.

Twenty-five dumping cases involving steel products have been proc-
essed in recent years, with the following results:

(*losed because of price revision and/or complaint withdrawn, 11;
finding of dumping, 2 price discrimination found but no injury, 4;
no Frice discrimination, 8 ; total, 25.

Thus, in 13 out of 25 cases the relief sought by the domestic com-
Rlainzmt. has been afforded under the procedures of the Antidumping

ct.

Steel companies were among those represented at a hearing con-
ducted by the Treasury Department some 2 years ago to consider
amendments to the regulations under the Antidumping Act. TFollow-
ing that hearing, amendments were promulgated, effective January 3,
1965, which included a number of measures in which the steel com-
panies had expressed an interest. Among them I would like to men-
tion three.

1. Whereas up to this time a request either by an importer or a
complainant that any particular submission be treated as confidential
was respected without question, the new procedure provides that where
Treasury officials see no reason for confidentiality, the submitter will
be given the choice of withdrawing his request for confidentiality or
of accepting the principle that the information, though remaining
undisclosed, will not be used to support his position in the case at hand.

2. Provision is made for confrontation of the importer and the com-
plainant.

3. Whereas up to this time any quantity discount was allowed which
was shown to be freely offered, the new procedure provides that the
importer must show any discount claimed on the sales to the United
States to have been allowed also on at least 20 percent of home market
sales in the country of export; otherwise the discount must be cost-
justified.

! Two cases involving steel products are presently pending, one before
the Tariff Commission and the other before Treasury. No complaints
as to steel have been received so far this calendar year, and overall
only eight dumping cases with respect to products other than steel have
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been instituted. Some commentators have attributed this inaction to
general world prosperity, others to absence of dumping. On this
point, I express no opinion; I do s&(tiy that any serious complaint which
may be filed will recelve our full and cooperative attention,

Senator Harree. Anything further?

Mr. Smrra. Nothing further.

S Sex}mtor Harrse, 1 want to thank you for your statement, Mr.
mith.

Are you opposed to the study ?

Mr. Smita. Noj I think, as I said, we are not opposed to a study.
We have some doubts about the need for it.

Senator HARTKE. Are you infavor of it ¢

Mr, Smrri, Noj I woufd say:

Senator HarTKE. You are neither opposed nor in favor of it. That
puts you firmly on both sides of the fence, right?

Mr. SmrTr. I would say this. We do not favor the study certainly
in terms in which it is stated in Senate Resolution 149.

Senator Harrke. What modification would you want made in the
study? What modification of the resolution do you feel should be
made if the study is to be made?

Mr. Smita. Well, I believe that a great many other factors, some
of which I mentioned by way of example in my statement, should be
covered in order to have a meaningful study of the competitive posi-
tion of the steel industry; such as their productivity and their pros-
pects for improving productivity, their pricing policies, whether their
(faxp(l)rt, promotion programs are aggressive enough and so on and so

orth.

I would like to say one other thing, sir, about the study. I do not
want to be weasel-worded with you certainly.

: Senator Harrke. You can use any words you want; I am used to
that,.

Mr. Satrrir. One of the significant reservations we have about this
study is that in large part we feel that the problems of increasing
steel imports, and the necessary approach to tflose problems, is really
the same approach that we have to take with respect to the whole
balance-of-payments problem. In other words, most of the significant
factors which have led to these recent results in steel are the factors
which have created difficulties for us in solving our balance-of-pay-
ments problem, and the approach to the steel import problem is in
large measure the approach to our balance-of-payments problem.

Senator Harrke. What is wrong with finding out the facts?

Mr. Syt Well, I certainly think there is never anything wrong
with finding out the facts. I would hope that within this Govern-
ment we are continually keeping track of the facts, and what is
happening in all major segments of our economy, including, of course,
steel, which is a very important part of our economy——

Senator Hawrke, Well now, I do not want to prejudge what is
going to 'lmp})en this year, but I think it is only fair to say that any
objective analysis would make it obvious that the balance-of-payments
problem to which you refer is not in the process of really being solved.
If anything the first quarter figures, no matter how you want to
interpret them, indicate your situation is going to be worse this year
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than it was last year, and most certainly cannot be in a better position;
is that true?

My, Smrrx, I would say this: that I think we would agree that the
balance-of-payments problem is not about to be solved. In his press
conference the other day on the first quarter figures on our balance
of payments, Secretary Fowler was not prepared to assume just on
the basis of the first quarter results that our deficit was going to be
any worse this year than it was in 1965.

Senator Harrke. There is no real thought that. it is going to be any
better, is there? ‘

My, Samrru. Well, conceivably it could be, but I do not think we are
betting on it. : .

Senator Harrke. Let me put it this way then. Iet us come back to
it under a little different approach if you do not want to admit what I
think is obvious and I see you are hesitant to do that. What we have
been doing so far has not provided for equilibrium in any sense of
definitions under the current definition of equilibrium, is that not true?

Mr. Smarir. Yes. We are certainly not in equilibrium on balance of
payments.

Senator Harrke. Yes, as I understand equilibrium now established
by—1I do not know who it is established by, to tell vou the truth. T am
h'yin%’ to find that out, but whoever established this equilibrium in some
speeches, they have come back with a $250 million mark, is that right ?

Mr. Syirn. I think Secretary Fowler said if we were $250 million
above or below, he would regard that as relative equilibrium. ves.

Senator Harrxe. We are not anywhere close to that.

Mr. Syarir. Noj we are not.

Senator Harrke. The fact of the matter is we are a long, long way
away from that, and the first quarter deficit alone was in excess of that,
almost twice that,

Mr. SyitH. Yes, indeed.

Senator Harrke. Almost twice that without relation to the other.
All T am trying really to do is establish what I thought was pretty
generally admitted, but it seems we have to go a little bit around.
But that isall right.

Now then, if these changes were made to which you refer in your
statement, which you said that you think should be considered, would
you still be opposed to the study ?

Mr. Sarrra. Well, as I said, and perhaps I am not the best one to
express an opinion on this, since, as 1 sai({, I am not an expert on the
steel industry, a significant part of our reservation about the study is
that after all the returns were in, what would you have? What we
think you would have probably would be better information on some
aS})ects of the steel industry, but you would still have a problem, the
solution of which, we feel, the approach to the problem, would substan-
tially be the approach which must be taken to try to solve our balance-
of-payments problem. i : :

Scuator Harrxe, What is there that is contemplated? What is
there that you plan, that we have not been told about, which is going
tolsc')l\'ezthls problem of the balance of payments, which you are not
solving?

. Mr. Smita. Well, I would comment on that briefly with this reserva-
tion, Senator Hartke; Secretary Fowler, in his statement of May 19,
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went into all aspects of our current. balance-of-payments situations

and what we can look for, and so that I will not give an inadequate

answer, I would like to offer that for the record. But I would say

this, we have recently been experiencing a very tremendous and rapid

rise in our gross national product. As I understand it——-
(Secretary Fowler's speech, referred to above, follows:)

[For use in morning newspapers, Thursday, May 19, 1966}

REMARKS oF HoN. HENRY H. FOWLER, SECRETARY OF THE TREASURY, AT A NEWS
CONFERENCE ON THE BALANCE OF PAYMENTS IN THE FIRST QUARTER OF 1966,
May 18, 1966, AT 2:30 p.3., E.D.T.

The balance of payments table and news release of the Commerce Department
released today shows a seasonally adjusted first quarter deficit of 382 million
on the overall liguidity basis.

At the recommendation of the Advisory Committee on Balance of I’ayments
Statistics, chaired by Dr. Edward M. Bernstein, and the Statistics Subcommittee
of the Joint Economic Conmmittee of the Congress, chaired by Senator Proxmire,
we began reporting the deficit in the last quarter of 1965 on both the “over-all” and
the “official settlements” bases. ,

On the latter basis the seasonally adjusted first quarter deficit was $262
million.

The major difference between the two is that the overall, or liquidity, account
includes changes in private foreign dollar holdings, and the official settlements
does not.

As pointed out in the Cominerce Department release, the first quarter official
settlements deficit represented a considerable improvement from the fourth
quarter rate of $1.2 billion and the 1965 second half quarterly average of $470
million—with these figures calculated on the same basis.

Sinece mid-1965, with the beginning of the large buildup in direct and indirect
costy of our military and aid operations in Southeast Asia, we have, however,
been little more than holdimg our own—in terms of “overall” balance of pay-
ments results.

In August, reporting on the second quarter surplus, I warned of the dangers
of possible complacency, saying of the second quarter surplus:

“We do not take it as a sign that we have turned the corner from balance of
payments deficits to balance of payn.ents surpluses.

*The period of surplus is too short for that, and there were too many special
factors affecting it.”

You are all awarc that quarterly figures are notoriously unreliable guides to
future performance. Multiplying the first quarter deficit figures by four to arrive
at an estimete of the 1966 deficits on the “over-all” or “official scttlements” basis
would be no wmore appropriate than to have treated last year's second quarter
surplus as »narking the solution of our probvlem.

So let us examine the past three quarters since the new and significant factor
of the Vietnam build-up entered the picture last August, adjusting them to take
into account two specific arrangements with Canada and West Germany. .

If the $150 million of Canadiau security issues shifted from the fourth guarter
of 1965 to the first quarter of 1966 were shifted back to the fourth quarter (net
of §40 million of Canadian first-quarter repurchases of its obligations from U.S.
investors), you would see the following pattern of searonally-adjusted quarterly
deficits since mid-1965.

Overall deficit

{In milllons of dollars]

BA QUATTEY 1903 o e — e —509
4th guarter 1965 ——— e —— —476
1st quarter 1966__..__ —— - e —————————— ~472

The reasons for this shift of Canadian issues from the fourth quarter to the
first quarter are given in our attached news release of November 9, 1965.
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If, in addition, the present military offset arrangements with West Germany,
which call for German payments to the United States during the fiscal years July
1, 1985, to June 30, 1967, for military equipment to offset our military expendi-
tures in Germany, were functioning on an even quarterly basis (which 8 not .
part of the arrangement), the picture, on a seasonally adjusted basis, would be

Overall deficit

[In millions of dollars)

3d quarter 1965. e —————— ' — - - =317
4th quarter 1065 o v e e e e —301
Ist quarter 1066 - % . . —882

It would seem from these figures that since the beginning of the large build-up
in Vietnam last August, our pregress toward achieving equilibrium in the balance
of payments has been arrested. Those who would pass judgment on the long
trend in the United States balance of payments must ask what would the situ-
ation have been without the Vietnam build-up. This question arises naturnlly
from the fact that the balance of paynents costs and consequences of the Viet-
nam conflict are not permanent or ordinary costs that will persist indefinitely.

Two factors must be taken into account: (a) the rising balance of payments
costs in Southeast Asla of both the military and the aid programs and (b) the
d:rectdand indirect impact of Vietnam on the domestic economy and the balance
of trade,

In the last quarterly balance of payments press conference, I answered ques-
tions concerning the lncreases in the direct balance of payments hnpact of mili-
tary and aid outlays related to Vietnam. They are substantial.

But the indirect effects are also important, iIf more difficult to measure. Gross
national product has increased in the fourth quarter of 1965 and the first quarter
of 1966 at unusually high rates ih real terms as well as current dollars, The
fmpact of the sharp increases in government orders placed as a result of the

“ Vietndm build-up undoubtedly contributed to the fact that manufacturing plants

operated at the highest utilization rate In many years and that plant and equip-
ment expenditures moved up at a sharply increasing rate. Although one cannot
pinpoint the exact amount of the exuberance of the two quarters that should be
attributed to Vietnam, clearly it was substantial and it adversely affected our
trade balance.

Instead of the improvement that we had expected from last year's §4.8 billion
rate, the trade surplus in the fourth quarter, amounting to $5.1 billion at an
annual rate, dropped in the first quarter to $4.4 billion at an annual rate.

Exports increased at an annual rate of $350 mfillion over the fourth quarter, a
very respectable rise, and imports rose $1.000 million. How much higher exports
and how much lower imports would have been without the presgsures on capacity
and demand, created, in part, by the increased scale of Vietnam associated
activities, is almost impossible to say.

But we know that there was an effect, and the adverse indirect impact of

fetnam on our balance of payments slme we made our forecast last fall may
well have been greater than the direct costs,

We suggest that careful analysis will support the proposition that, absent the
Vietnam butld-up, the United States might have moved substantiully cloger to
equilidrium in its balance of payments in the thrce quarters under discussion.

Indeed the picture for the first quarter of 1968 would be much more favorable:

(a) if there were no direct balunce of payments costs of Vietnam, or,

(b) if the West German military offset payments had caught up to schedule
this quarter, or,

(e¢) if the Canadian security offerings in the New York market, in the first
quarter had not been bunched, or,

(d) if the quarterly trade surplus had, in fact, been of the magnitude con-
sistent with the assuniption stated in the 1966 program when it was an-
nounced in early:December.

So the question arises what should be done? We have not waited for the
figures announced today to begin to arrlve at answers and, in fact, put them into
effect. -

On March 8, the President issued new orders to all government departments
and agencies urging them to examine their dollar outflows and to reduce them
to an absolute minimum, (See attached copy.)
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The Departiment of Defense began in March to comnsider a series of new
measures designed to reduce the foreign exchange costs of its activities.

The Agency for International Development continues to take steps to assure
that' our foreign assistance, to the greatest extent possible, takes the form of
the transfer not of financial rcsources but of real resources—exports from the
United States.

The Federal Reserve voluntary credit restraint program continues to operate
effectively. We had an inflow of $255 million in short- and long-term bank funds
in the first quarter, slightly more than in the fourth quurter of 1965. Governor
Robertson will comment further on this.

Secretary Connor issued a press release on May 11, describing the current
status of the voluntary program being administered by the Department of
Commerce. We will not have for some weeks the first quarter figures for direct
investment and investment income. Secretary Connor will have a statement on
thls phase of the program.

" The Foreign Tax Investors Act, now reported out by the House Ways and
Means Committee, should becomé law as soon as possible to provide the basis
for an expansion in private foreign portfolio fuvestment in the United States.

We had allowed for another increase in the tourist deficit in-our 1966 forecast
last fall. It ins to be seen whether the increase wil] be larger than antlci-
pated, Meanwhile, we have been dying ways of making our present pro-
gram, designed to stimulps be(l States, more effective. There

: we must spend more money
ore of our own citizens
tractions as accessible

pluct, to make more foreigners and
aFist attractions here and to make those ¥

Department—in
A that we have

the business

Actlon Com-
active study

y of Agriculture is gctively engaged in prop®ting exports in that
very important bector. Our AID mission directors arg/becoming more export-
conscious and studteg pi stimulate United States
exports with promising-rep at-business potentigl-fre underway.

Indeed, there are encourfiging p-owr-export performance, Exports are
up this year, and in March they were up sharply to a record level—the highest
level in history except for-March 1965, when our shipments surged forward at the
end of the dock strike, El‘he encouraging thing about the March figures, further-
imore, i:d the broad range of nonagrlcultural products for which export demand
nereas

But we can do still better. And we here in the govemment must make sure that

»

al concern to -

we do not unwittingly put impediments—administrative and otherwise—ln the .

way of our exporters.
On the fmport side, I am hopeful that as the rate of increase of Gross Natlonal

Product slows—and I think you would agree it will not continue to increase at the -
same rate as in the first quarter—and as new productive capacity comes on-,

stream, we will be better able to supply domestic demand for g.ods and services’
from domestie sources. . ‘

64-887—66———8
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Our goal is still the achievement of equilibrium—sustained equilibsium. The
multiple costs of Vietnam have made the task morve difficult to be sure, and it
may be that we will have to settle for an interim objective of equilibrium exclusive
of the coxts of Vietnam.

As always, the future is unclear. But this should be crystal clear : we will 1each
an appropriate degree of equilibrium and we will do so in ways consistent with
our obligations, as we see them, to our own citizenry and to the remainder of
the I'ree World.

Senator Harrke. Do you anticipate that it is going to continue?

Mr. Sarerin. As T understand i, t}wre is a lot of opinion that the rate
of increase is likely to taper off.

Senator Ilarrie. Ts it going into a recession, in your opinion?

Mr. Sarrrir. No, no indeed.  No, I said the rate of increase.

Senator Iarrxe. I just wanted to find out.

Mr. Syrru. Also spurred on by this tremendous prosperity, there
has been substantial investment in new capacity, more efficient, and
which should be more productive capacity.

Senator Harrxe. What about the investment by foreign companies
into new plants and equipment and expansion ¢

Mr. Syrrir. Well, 1t has been going on, too. But I think that——

Senator Harrke. At a more rapid rate than in the United States or
less rapid, percentagewise?

Mr. Smirn. Iam advised less rapid.

Senator HArRTKE. All right. We have a new steel plant that is
going to built in China, right?

Mr. Syt I you say so, I do not know about that. I know there
are new steel plants built in Mexico and Brazil and various places.

Senator Harrwe. Yes, which is a remarkable situation. You have
the West Germans using our soldiers to defend them in Western
Lurope against Communist aggression, while they in turn finance an
operation to build a steel plant over in China which can make steel
casings for bullets which can be shipped down to North Vietnam and
fired into the bodies of American soldiers fighting communism in that
part of the world, and then using a West German ambulance to haul
away the boys. It is a real nice situation. The Government does not
seem to be concerned. I would be, and I have protested it, but this is
a remarkable situation. It is just sort of a sidelight into some of the
peculiar circumstances of the steel business. But steel production is
now going to be helped along in China with a new plant.

Now steel is sort of a prestige item, is it not ?

Mzr. Sarra. I would say so; yes, sir.

Senator HArTKE. Every underdeveloped nation in the world—the
first thing they want is a steel mill and an airline, is that right? Those
are the two items they want to have. And if they manufacture steel,
ordinarily they do it at far less competitive prices than it is done in
the United States, is that not true?

Mr. Satrri, Well, now, I do not know about that. I would say
this— ’

Senator Harrke. Will you just assume that I am right for the mo-
ment and without taking any judgment on that, just assume I am right
on that? That they goahead with this. That they do not try to be com-
petitive. This is a prestige item for them. Yet they have to dispose of
this steel when they produce it, do they not? ' ‘

Mr. Syt Yes.
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Senator Harrke. And the No. 1 choice customer, of course, in all
these processes is going to be like it was with Japan, after we rebuilt
them with foreign aid, the No. 1 place to look to is the United States.
That is all very well if you did not have a serious balance-of-payments
problem on your hands which has caused us to enter into this })olicy of
economic isolationism which we are presently tending to follow, and
to this tight money policy which we are instituting here to slow down
the boom so that we do not have the problem of overheating, which
has only served to increase interest rates. All of these problems seem
to be falling around our back because of the balance-of-payments prob-
lem which we do not seem to be able to solve.

Will you tell me what we ave really doing to try to solve the balance-
of-payments problem ¢

Mr. Syrri. First if I could make one comment, sir, on these foreign
steel mills, if Imay. Of course, when we sell these foreign steel mills to
these countries, that helps our balance of payments,

It does not help the steel industry, I assume, but it does help our
balance of payments. A lot of these new steel mills that have been
built, in Brazil, and various other ones, have been U.S. equipment
which we have sold and which has been what you might call an offset
plus item for our balance of payments,

I just wanted to make that one comment. that, as I say, it is not, help-
ful to steel but in terms of our overall balance of payments there is this
to take into consideration. Just as, for instance, if American ma-
chinery manufacturers were able to sell products abroad cheaper be-
cause steel imports reduced the cost of steel to them, basic steel to them,
then I assume in a sense there is to a degree some offset against the ad-
vance balance of payments results of a steel immport. '

Well, there is nothing new and magic, in my opinion, in our balance-
of-payments program. We are pressing very hard to make all of our
existing programs more effective, to reduce overseas expenditures to a
minimumn, to increase the U.S. procurement component in our foreign
aid expenditures, to do everything possible to promote our exports, in-
cluding some improvements in our export financing procedures.

I recall having seen this morning a statement by the President of the
Ixport-Import Bank that between dirvect loans by that bank and its
guarantee and insurance programs, last year, the Eximbank made a
$1.8 billion contribution toward our exports, We are just plugging
away, I would say, every place we can to push things which will either
cut down our foreign outpayments or increase our inpayments on
our balance of payments. , '

Senator Hawrke. Well, just to correct the situation, T want to point
out that in the news release issued by the Treasury Department on
May 19, there was a $582 million deficit for that quarter, which is
considerably more than—twice $250 million. The pomnt still is in this
analysis. The Secretary—and I am not saying he 1s right or wrong—
grabs at $150 million which he snys was the Canadian security issue
which was shifted from the fourth quarter of 1965 to the—which
would have shifted from the first quarter of 1966—to the fourth quar-
ter of 1965—and would have made a difference.

. In other words, your concern about $150 million—and I am not say-
ing you should not be—but here we have in steel an amount of $870
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million which 1 am concerned about, but there does not seem to be that
same concern elsewhere,

Do you have any explanation for this lack of concern for $870 mil-
lion in deficit? 'Thereis great concern ahout $150 million.

Mr, Smiri. Well, sir, as far as I am concerned, it is a matter of
concern tome. I have not shown any lack of concern for it.

Senator Harrxe. Tet me ask you this then: What is the chief worry
at this moment, as far as the Treasury is concerned, on the balance-of-
payments front ?

fr, Smrrir. The chief worry?

Senator Harrke. Let me help you.

Mr. Sxrrin. I would say that our chief worry——

Senator Harrxe. Let me help you. I will give you the Sceretary
of the Treasury’s statement on May 3 as reported in the Washington
Post business and finance section, “Fowler Warns of Import Balloon-
ing,” article by Hobart Rowen and—this must be a Frenchman—David
Fouguet. Tshehere? Fouguet. Anyway,“Trensury Secretary Henry
H. Fowler conceded yesterday that the chief worry”—1I use his words—
“on the balance-of-payments front is that imports are increasing faster
than exports, thus reducing the U.S, trade surplus.”

Is that a fair statement now !

Mr. Symrra. I certainly would not argue with Secretary Fowler's
statement,

(The article referred to follows:)

[From the Washington (I).C.) Post, May 4, 1964]
FowLER WARNS oF IMPoRT BALLOONING
(By Hobart Rowen and David Fouguet)

Treasury Secretary Henvy I, Fowler conceded yesterday that the chief worry
on the balunce of payments front is that imports are increasing faster than
exports, thus reducing the U.S, trade surplus.

At a Chamber of Commerce luncheon, Fowler said that imports were guining,
on an annual rate bagis, about one aud one-half times as faxt as exporty,

Fowler's fellow panelist, Robert 8. Stevenson. chief executive officer of Allls-
Chalmers Manufacturing Co,, put the matter in even more blunt terms,

“ ... the (export) race is running agaiust us,” Stevenson sald. “From
1000 to 1965, America’s export sales increased 35 per cent, but during the saume
period, industrial Europe’s impoved by 54 per cent.”

Barlier this week, the Federal Reserve Board's annual report warned that
further substantial improvement in reducing the U.8. payments deficit would
have to come from larger exports, rather than reduced capital outflows,

In related activities :

@® A Chamber panel agreed unanimously that the business community has
much at stake in efforts to reduce poverty. Walter I8, Hoadley, senior Vice
President of the Bank of America, urged businessmen to take an active part in
local anti-poverty campaigns.

@® A group of 60 textile Industry leaders, after £ moeting with Commerce
Secretary John I, Connor and Economic Adviscr Gardner Ackley agreed to co-
operate “in every possible way” with a request to hold their prices down. On
Monday, Ackley had told a Chamber lunch that price and profit restraint by
management was essential to ward off inflationary wage demands.

The main burden of Fowler's speech was a lengthy defense of the Administra-
tion’s program calling for voluntary restraints on investment abroad.

This program has been widely criticized in the business community as “killing
the goose that lays the golden eggs”--meaning, of course, the loss of future
earnings from investments abroad.

Fowler's defense is that the temporary need to shave the balance of payments
defleit 1s the over-riding consideration.
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“We believe,” he sald, “the Immediate benefit to our balance of payments from
a moderate rate of eapital outflow in this perlod of pressure warrants some loss
of benefit in the future, when our overall balance of payments position g ex-
pected to be stronger.”

Richard C. Fenton, president of Pfizer International, Ine., 2 major drug firm,
snapped right back at Fowler;

“A fundamental principle,” he sald, “is that in order to export most products
successfully, you have to set up an operating business abrond—that s you
have to muke direct investments,” he said.

Fenton added that if a choice bad to be made between losing gold and acquir-
fng plants overseas, “the cholice should be for the plant."”

Both Fowler and Stevenson agreed that the answer to beefilng up the U.S.
trade surplus Hes in expanding exports. Stevenson suggested that businessmen
put behind them thelr traditional oppesition to “Government assistance,” and
urge the Government—with loan programs and other incentives—to match what
other Governments do to help thelr exporters.

“The businessman'’s role,” Stevenson sald, “Is clear. It's simply to sell more
merchandise.  What a pleasant task.”

During the session on poverty, Ioadley sald the demand for greater business
leadership in this and other social areas has never been higher and seems certain
to increase,

He added that executives should be prepared to lend assistance to make Gov-
erminent poverty progrums more effective, hecause “they will not go away, and
they pose a major threat of economice waste if not administered properly.”

Thomas H. Coulter, chief executive officer of the Chicago Association of Com-
merce and Industry, expressed confldence that businessmen could make im-
portant contributions toward alleviating poverty, especlally through training
programs,

The other member of the panel, Columbian University professor C. Lowell
Harrisy, credited business, In its role as a great producer of goods and services,
for having reduced poverty.

“By and large,” Harrlss said, “what is best for the company will be best for the

public as a whole,”

The meeting with the textile industry, held at the Commerce Department, was
described as one of a series of “low-key” efforts to maintain a stable price line.
Both Ackley and Connor have participated in this effort, yometimes jointly,
somethmes separately.

Senator ITarrke. All right.

Now that we have gotten the fact——

Mr, Smrri. Can1say one thing?

Senator Harrrr., Yes,sir.

Mr. Smrrir. Just to put it in perspective. T was just noticing at
lunch looking over some figures, that taking the first quarter—uand
again T do not want to draw too much conclusion from the first quar-
ter—but our exports, the annual rate of our exports, total exports, not
talking about steel, but our total exports for the first quarter of this
year were 8 percent higher than our exports for 1965.

Senator Harrke. How much were imports though ?

Mr. Sarrir. The trouble was that imports were up 12 percent.

Senator ITarrke. I understand that.

Mr. Sarrrin. So that we ave maintaining a very good rate of exports.

Senator Harrkr. What is it on the basis of the first quarter re-
was the balance of trade in 19647

Mz, Sarrrn. $6.7 billion.

Senator Hawrke, I think $6.9 billion; is that not correct—$6.7 bil-
Jion—what was it in 1965 ¢

Mr. Grirrin, $4.8 billion,

Senator ITarrie. What was it on the basis of the first quarter re-
turns in 19667

Moy, Syrin. $4.4 billion,
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Senator Hagrke, $4.1 billion,

Mr. Sy, That is the difference, )

Senator Iawrkr, $4.1 billion. Do you want (o say $4.4 billion?

Mr. Grirrin. Yes, sir.

Senator Hawrke, Then there is n varinnce between yourself and
Secretary Fowlar's statement at noon today which was $4.1 billion.

Mr. Sareen, There ave some adjustments, depending on whether you
are looking at it from a balance-of-payments standpoint.

Senntor Hawrkr, Noj I talk about balanee of trade. 1 do not want
to talk about balance of payments. 1 want to talk about. them but let
us just keep it bulanee of trade.  You just said in the balance-of-trade
situntion we were doing very well.

My, Sy, Noj 1said our exports were doing very well,

Senator Hawrks, They ave not doing very well when compared to
our imports thongh.

Mr. S»aoerie. That is right.,

Senator Iawrkr, That is right.  This is exactly what I am talking
about. This is the problem,

Mr. S, Yes,

Seuntor Harrxr, Let us come on back to some of your statement.
You have in your statement, and 1 wonld take pnge 3:

It might be concluded that the purpose of such a study would be to establish
a banix for restrictive action agninst steel imporvts,

Do you find that any place in the resolution, any statement that in-
fers that whatsoever?

Mr. Sarreir, Noj there is no statement,

Senator Harrke, Where do you draw such a conclusion?  Where
did you make this prejudgment 7 I did not prejudge it.

Mr, Sarrra, T was staling what might be the interpretation placed
abroad on a study that was focused

Senator Iarrke. Where would some foreigner——-

Mr, Satrrir (continning). On imports,

Senator ITarrke. Sure, ¥ can understand somebody might put an
interpretation on it. Do yon mean to say you do not trust our own
Government to be factual and objective in such a report?

Mr. Smrri. No, indeed.  No, indeed.

Senator Harrke, What is that based on?  Why did you put that in
the statement,?  That is in heve several times,

My, Smren. Well, 1 think this relates to my point that a meaningful
study, we think, in terms of looking at what the problem of the steel
industry is, should take into account all of the many factors which
have any effect, and that a resolution couched in terms—couched in
terms solely of imports could be misinterpreted as something that was
designed to establish the basis for restrictive nction.

Senator Harrke., Well now, there is not nearly the chance of mis-
interpretation of the resolution as there is a statement by a member
of the administration coming in heve and giving an interpretation of
this sort.  Maybe such an interpretation would never have been con-
sidered except you enme on in and gave it.  TIs there some basis upon
which you gave such an interpretation ?

Mr, Sarrrnn,. Well, the on{v hagise

Senator Tawrrke, Have yon read the resolution?
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My, Sarni. Yes, sirg sure, certainly,

]‘\mung others, this was a concern expressed by Seeretavy Herter's
oftice,

Senator Hagrke, Scevetary Herter did not write this, and if Secre-
tary Ievter would come on back here and explain how much suecess
he has had in Europe, I would be very mueh interested in that, too.
You are going to have the Trade Expansion Aet before this committee,
and we are going to have a report from him. We are going fo seo
what type of results he has had. T do not think they have been very
wood, might tell yon now, I think he is going to have a lot of
explaining to do,

At us como on back,  Let me ask you, this is in this resolution
on page 2:

Resolved, That the President iy requested to cause a study of imports of steel
products to be undertaken—

That is the way it is written--
by the Departinent of Commerce, utilizing other appropriate Federal ageneies
with particular respect to-—

And T am going to read this part which deals with von and yon
tell me how you ean take such a peenliar interprotation of these words
which read—
the Impaet. of sueh fmports upon the maintenanee of equilibrhm in the balanee
of Internatiomt] pnyments of the United States,

Now, can you tell me if a person reads that, and just in those terms,
how he can say that he can prejudge it in your words “that it leads
to the contemplation or initintion of counterrestrictions on the part of
major foreign steel producers or that it might be concluded t{mt the
purpose of such a study would be to establish a basis for restrictive
aetions agninst steel imports”?

Mr. Syirn. 1 think points 1 and 2 would be more susceptible abroad
to that interpretation——-

Senator Hawrrke. et me tell you this, let us take point 1, the possi-
bility of “unfair, below-cost pricing of steel mill product imports to
the United States.” Are you in favor of unfair, bellicose pricing
of steel mill product imports into the United States?

Mr. Smrrn. No, indeed.

Senator Hawrke, That is what it says,  You ean put any interpre-
tation on it you want to, but you are the ones who are prejudging
this material, not me. How can you be—you really say that you are
in favor of interpreting the word “unfair® to mean “fair™?

Mr. Smrri, No, indeed. It is in singling out these things as bases
for this study.

Senator Harrxe. I grant you that you can have all types of reports,
but the fact of the matter is, if you wanted to have a judgment, wo
could have had hearings upon these matters without the benefit of a
study being made by the administration. There is nothing to pre-
clude us from doing just that. Maybe that is what we should do.
Would you recommend that?

My, Smrrn. I would certainly not recommend against anything that
your committes wanted to hold hearings on. It is ecorfainly your
province,
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Senator Iarrke, On page b yousay thero:

We believe the Improvement in the competitive situation of the United States
steel Industry will be dependent essentially not upon more restrictive actions
ngainst steel imports—

Which is another prejudgment implication—

but upon the relative success of our efforts to hold down costs and prices tn our
domestic economy,

T'hen you go on tosay :

It will also be dependent, significantly, upon the success of the steel industry’s
efforts to lmprove productivity and to make more vigorous efforts than hereto-
fore to expand markets abroad.

Now, can you give me any idea as to the offers being made now b
the Common Market to reduce their steel tariffs at the present GATT
negotintions in Geneva ?

M. Saern, 1 really do not know anything about that.

Senator Hawrke. In fact, ave their duties not, over 100 percent
higher than ours and that they have made no offer whatsoever to re-
duce them ?

Mur. Smrrn, I am sorry, sir, 1 do not really know that. situation.

Senator Iarrke. Do you not think such a factor would be impor-
tant if we could deveiop such facts in the study and if they did prove
to be true it would be something to be considered by our Government ?

Mvr. Syrrn. Yes, indeed. I think our Government in selecting its
negotinting list. of items it wants concessions on and items it is prepar-
ing to make concessions on should take full account of the impact of
these negotiations on domestic industry.

Senator Harrke, Just how do you propose then, if we are going to
be able to increase our exports into the Common Market, when we
are not in a position to even know what the facts are in regard to
their tariff situntions and their intentions to negotiate in the Geneva
Conference? Do you see what I am telling you? I am not trying—I
know it is o rhetorieal question, but. what T am telling you in substance
is that there is a need for the development. of the facts, and 1 do not
know why we are so hesitant to face up to the truth in this country
any more. It seems like this is an obsession with us, we arve afraid
of facts,

Mr. Syrri. While T do not have the information, T have a feeling
that the U.S, steel industry has—-that there is a considerable amount
of that information available. Of course, as I said, I am not an expert
on steel.

Senator Harrke, What are we doing with this information that is
available? Arve we doing anything with it? What recommmendations
have been made in regard to this information which is available: any?

Mr. Sanrrin, 1 do not know what has been recommended with respeet
to steel, no,

My, Davis, Mr, Chairman, one thing that bothers us somewnat is
possibly we do not feel that all of the avenues have been explored yet
for an easier type of information-seeking heaving or study, and we do
think that the Tariff Commission is one group that should be asked
tomake a study of this and which they could do so very promptly. The
type of study that you ave speaking of, I think, is something that would
probably take several years.
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Senator Hawrxe, Well, the 'Tarifi Commission, have they proceeded
tostart on anything like this?

Mpr. Davis. 1 believe they have done some studies of this type before,
I nm personally aware of one that they did on the Swiss wateh industry
of American wateh industry.,

Senator Hawrke, Yes: D understand that, T know that, but T want
to know what they have done in steel. What, if anything, have they
done in steel?  Have they done anything in steel ?

er. Davis. 1 <o not believe they have, or at least 1 am not aware
of it,

Senator Hawrrke, There is no renson why, if they have this infornm-
tion, it could not. be made available to whatever-—ultimately, whatever
group is going to do this study whether it is the Commerce Depart-
ment or others—if the Tariff Commission has some faets which would
be helpful and you have facts which would be helpful,

The Commerce Department indiented they had facts which would
be helpful, what T would like to see is this thing pulled together to
see where we ave,

Mr. Davis, 1 do not think any good Ameriean has any objection ton
study in depth of any industry where it can be beneficial to onr Govern-
ment, our citizens, and certninly to our balance of pnyments,

Mur. Sxteen, Mr, Chairman, there was one comment 1 wanted to make
back aways, if 1 could make it vight now

Senator Hawrke, Yes, sir,

My, Satrn It was when you were referring to these foreign—new
foreign steel mills being able to make and sell eheaper. 1 personally
have great confidence whon a market

Senator Harrxe, 1 did not say they could sell chenper. T sajid they
probably would not be competitive, but they might sell their steel
cheaper even though it costs them more to produce it.  That was the
point I was making,

My, Satrin, 1 was going to give the o?iniun, when the mavket. is
there over time, 1 have confidence that U.S, industry, including the
1.8, steel industry, ean ontproduce, in spite of cheap labor and any-
thing else, can outproduce und outsell producers anywhere else in
the world, Wae always have been able to, und I think we will,

Senator Harrke. I think, if you will pardon me, L think this sort of
blind faith in the American competitive position is what leads us to
some of our troubles. By the time we find out what the trath is it is
too late. I mean just to say that America can do everything better is
not enough, This is what led us to this great shocking experience
culled Sputnik.  We all of a sudden woke up one day and found out.
that. somebody had done something we had not done, and they did it
first, Then we made a great drive and we have recaptured the loss
that we had. The point of it was that in fact and in truth we sort of
believed we were t’hc leaders of the world and all of a sudden one
morning America was really shocked.

I do not want to find ourselves in that situation here. T would
rather go ahead with o study. 1 am not going to prejudge what it is
going to do. Let the facts come in front of us rather than to say that
America has always done well in the past and therefore we can always
do well in the future.
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The truth of it is that if you want to look at the past, we have not
always had this percentage of the market here in the United States
coming from foreign industry. 1t is increasing, and it is increasing
this year. I do know that one of the factors to which we attribute the
difficulties of last year—that the administration is saying was a major
fuctor in our balance-of-payments deficit—was the increase in the steel
imports. That was reaflirmed to me again by the Secretary of the
Treasury today, and I am not saying anything out of school. I am
just ?u_vmg this is a fact of life, and it is foolish not to face up to it if
it is there.

Now, if the steel industry had been the only sitnation, and if you had
had a reversion to the previous rates before that, that would be some-
thing. But you yourself in your statement acknowledge that it is in
the neighborhood of close to $900 million, which is almost three times
the equivalent of what it was in the first quarter of 1965 by compari-
son. So I mean what happened here is just as they have always done
in these markets, First they move in with the low-priced items and
then gradually move into the higher priced items. When they move
in, they move in in periods of strike, but they capture a portion of the
market in the United States, and they never relinquish it. They do
the same thing in the rest of the world, and this is why I want you to
know why I am so vitally interested in a complete elimination of this
voluntary program which makes American industries live on Amer-
ican markets. ,

I know there has been some expansion. What you have said in sub-
stance is this: that there has not been a complete withholding of invest-
ments of capital overseas and that it has increased. In your statement
you say that. But it did not increase, you say, at the rate that it did
sefore, which is all very true. But the point of it is that I do not think
that Americans are going to go ahead and invest in items which they
think are not productive and in which they cannot sell in the foreign
markets. They would return their earnings which they made from
those markets overseas. But now we will crawl back somewhat into
the shell, although not completely. We still have our head out and all
four feet like the turtle, but we are still not doing what a proud nation
and what a powerful nation and what a competitive nation should do.
We should enter into the free trade of the marketplace and let our
capital be in free trade as well as our goods. You do not have a free
trade of capital now. That is what is happening. We have really cut
back in this field.

What I am trying to do is change your mind. If I can ﬁet you to
chunge your mind, then I will feel we can at least be back into the
race. I donot think we can live alone.

Now, here are some figures which I am not going to ask you to ques-
tion as the good staff member did, but I am going to give you his state-
ments here.

The ratio of imports of certain items to U.S. consumption, in barbed
wire it is 48 percent. As you have indicated barbed wire at the present
time is o vital factor in Vietnam.

Steel fencing, 23 percent. Nails, 41 percent. Bale ties, 37 percent.
Wire rods, 17 percent. Reinforcement bars, 12 percent. And we have
statements here from some of these good financial writers from the
Wall Street Journal and the New York Times and all these other good
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papers, the Journal of Commerce, in which they show how they have
grabbed and moved into, gradually, other items. That is why I would
like to find out. where we ave going. Instead of being so apprehensive
about us up here on Capitol Ilill, just remember, we ure as interested
in the future of the country as you are. Maybe we do not have all the
brains and as big a staff as you have down there, but we will try
harder.

My, Syrrir. Tshould say this, Senator IHartke, that you are certainly
very persuasive. . .

Senator Harrke, I am not trying to be persuasive. I am not inter-
ested in that.

I want to thank you for coming.

Mr. Davis, Thank you, Mr. Chairman.
[ T‘enator Harrxe, Mr, Harry Weiss, Deputy Assistant Secretary of
abor.

STATEMENT OF HARRY WEISS, DEPUTY ASSISTANT SECRETARY
FOR INTERNATIONAL AFFAIRS, DEPARTMENT OF LABOR; AC-
COMPANIED BY ROBERT SCHWENGER AND MARVIN F0OKS, IN-
TERNATIONAL TRADE STAFF

Mr. Weiss, Mr. Chairman, I have with me Mr. Robert Schwenger,
and Mr, Marvin Fooks from our International Trade staff. I would
like, if I may, to read a brief prepared statement.

Senator Harrke, Yes, sir.

My, Weiss, Mr. Chairian, we appreciate the opportunity to present
our views on Senate Resolution 149.

The steel industry is a basic one in the U.S. economy. Its welfare
affects the rest of the economy substantially. Therefore, it is appro-
priate that its problems, including its import problems, be given spe-
cial consideration as a matter of national interest.

Senator HARTKE. Let me say to you and interrupt you there. I am
thankful that somebody in one of the departments of the Government
finally recognizes that there is a problem, and that it is of concern to
the Federal Government. 1 \\'oul(ll like to let the chips fall where they
may, if they do adversely, to the two previous departments. I think 1t
is high time that the Federal Government started being interested
in the future of the United States.

My, Weiss. The Labor Department is, of course especially concerned
regarding any developments affecting employment opportunities in the
steel industry.

In April 1966, average wholesale prices for steel mill products were
1.3 percent higher than they were in April 1965 and steel employment,
shipments, and industry profits are at levels which approach the record
levels that existed at this time last year when steel consumers were
building up inventories in anticipation of an industrywide work stop-
page. Statements of industry spokesmen that have appeared in the
]L)ress, forecast that 1966 is likely to be a very high year for shipments.

Nonetheless, industry spokesmen do not expect imports to supply as
lm‘Ige a share of the market as they did in 1965.

The import trend this year is the kind of response which might be
expected m the face of an expanding market and a strong economy:.
IFor most processed-steel products needed in the U.S. economy—and 1
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will mention the nature of the exceptions in a moment—steel users
appear to turn to imports not only on the basis of price but as a sup-
}) ementary source of supply when domestic suppliers cannot meet de-
ivery requirements.

There has been some upward trend in imports of the less highly proc-
essed steel products. If, in the committee's judgment, this import
situation indicates that there is a long-term problem, a broader study
than contemplated by Senate Resolution 149 might be appropriate.
Such a study would probe in depth the factors which determine the
relative competitiveness or noncompetitiveness of the domestic steel
industry and the foreign suppliers of U.S. imports.

Let me cite certain facts regarding imports and their relation to
domestic operations. The 1965 increase In imports appears to have
been due largely to conditions of rapid economic growt}l in the United
States and the uncertainties created by anticipation of a major steel
strike in 1965.

As the Commerce Department data show, the imports although
consisting of many types of representative steel mill products, are most
sigmificant for the less highly processed wire and wire products and
semifinished products. Recent.lly the domestic industry reduced prices
on low-carbon wire rods and withdrew their price lists on common

uality wire rods and nails. These price changes may inhibit the
further increase of the shares of imports in these markets.

The postwar experience suggests that steel imports tend to increase
as a share of the domestic market particularly under conditions and
cireumstances that make it difficult and costly for the U.S. industry to
supply domestic steel users with their steel requirements within a rea-
sonable period of time.

In 1959 when the domestic steel industry was idled as a result of a
dispute between labor and management, imports increased their share
of the market from 2.9 percent m 1958 to 6.1 percent in 1959. Dur-
ing the economic upswing that began in 1960 and which, after & slow-
down in 1961, has continued strongly since 1962, imports have gone
up and down with domestic ingot production and shipments of finished
steel products. Between 1960 and 1964, domestic ingot production
and shipments of finished steel products increased at annual averages
of 1.4 million tons and 3.5 million tons, respectively. In the same
j-year period, imports of steel mill products increased an average of
765,000 tons a year and exports increased slightly, by an average of
76,000 tons a year.

In the 1981 downturn, on the other hand, domestic ingot produc-
tion and shipments of finished products were down 1.3 million tons
and 5 million tons, respectively ; steel imports were down 196,000 tons
and exports down 987,000 tons from the preceding year.

Currently, domestic production continues at high levels, and the
employment situation is relatively tight in s%ite of the fact that there
has been a long-term decline in employment because of rapid produc-
tivity increases. Current employment levels and hours worked per

roduction worker are less than they were a year ago at this time
ut are generally higher than levels for the same period in the years
1960-64.

Total employment for the first 4 months of 1966 averaged 633.2 thou-

sand workers, down from the 665.4 thousand average for the first 4
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months in 1965 but up from the average levels for the same months
in 3 of the 4 preceding years.

Senator Harrge. Let me interrupt you there. Up percentagewise
or numerically ?

Mr. Weiss. Numerically.

Senator Harrgr. Well, you really point with pride to the numerical
increase.

Mp. Weiss. T am not pointing with pride. I am just reporting facts.

Senator Marrxe, Well, with an increase in the labor force, do you
not. think it would have been more fair to have done it percentagewise ?

Mr, Weiss. Well, not every industry increases, and this is one that
is not increasing on a long-term basis because of productivity changes
primarily.

Senator H.arrge. I understand, and is not likely to.

Mr. Wiriss. 1t is not likely.

Senator Flarrxe. That is right.

Mr. Werss, That is right.

Senator ITarrke. So what is the significance of these facts then?

Mr. Weiss, Well, they are reporting on the status in recent years
of the employment situation. We think it is a significant fact.

Senator Harrke. It is significant for what though?

Mr. Werss. Well, on the status of the industry. It is certainly-—

Senator Harrke, The status of the industry is quite obvious. You
and I both agreed that employment is not going to basically increase
here. So what is the significance to the matterg{)efore us?

Mr. Wriss. Well, one, obviously, if imports had & drastic effect on
the industry employment migh, fall down, drop down drastically.
The figures show that it has held fairly stable with a slight increase
over the past few years.

Senator Ilanrke. Let me show you again. T just want to demon-
strate the point that you are pointing out with a great deal of—
well, let me say you are pointing out, so I do not prejudge what you
are doing, what your intentions are—that there was an increase in the
first quarter of 1965. When you pointed out the increase in the im-
ports in that period of time, you pointed to the fact that there was the
anticipation of a steel strike.

My, Weiss, That is one of the factors we believe.

Senator Harrke. Was that not one of the factors of an increase in
employment, too?

Mr. Werss. Conceivably.

Senator ITarrike, It is not conceivable. Now, the truth of it is that
it has to be because there was not an increase in consumption of that
proportion, and there was not a decrease in productivity.

Mr, Wriss., There was an improvement in productivity.

Senator ITarTke. An improvement in productivity. So what this
was was that it was just the whole point, they were producing more
in anticipation of a strike, so they employed more, that is all there was
to1it.

Mr. Wrss, Senator, I was not trying to draw any value judgments
here. The real point I was about to make is to show the changes in
employment as compared to changes in production, which show a high
increase in produetivity in an industry
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Senator HarTkE. I think we can agree there is a high increase in
productivity. I do not think there is any question about that in the
steel business.

Mur. Werss. That was the point of the next sentence I was about to
make, that between 1960 and 1965, when annual employment increased
on the average by less than 2 percent, the increase in productivity was
such that the industry was able to produce 33 percent more steel ingots.

Senator HarTke. I think itiscommendable.

Mr. Wass. I think it is commendable, and I think it does show the
improved competitiveness of the industry also.

Senator HarTkE. Let us come on back to that though and see. We
had in 1965, 10.4 million tons of foreign steel mill products which were
imported into the United States. Now, a meaningful thing to me in
relation to what is going on is how many United States jobs would it
take to produce 10 million tons of steel here.

Mr. Werss. We could get that, we could get an estimate on that.

Senator Harrke. I think maybe—all right.

Mr. Weiss. I would be happy to do that.

Senator Hartre. Would you supply that for us?

Mr. Werss. Yes, indeed.

Senator HarTke. Maybe we can get that from Mr. Bernstein in a
few 1moments. He might be able to give it to us. You keep it in
mind.

Mr. Werss. He would probably come to us for it.

Senator Harrkre. He will come to you forit?

Mr, Weiss. Iam not sure.

Senator Harrge. Well, I do not care. I trust you, I am not ques-
tioning you, doubting you. I would just like to know.

Mr. Wess. We wiﬁbe glad to give an estimate on it.

(The information referred to follows:)

In order to produce in the United States the 10.4 million tons of steel-mill
products imported in 1965, the U.S. steel industry would have had to use a hypo-
thetical additional 56,000 employees, counting both wage earners and salaried
employees, and estimating at the average rate of output per employee in the
industry in that year.

This figure is necessarily hypothetical since no allowance has been made for
the number of U.8. jobs that would have been added or abolished because of other
changes in economic quantities that would have resulted if there had not been
imports of the 10.4 million tons of steel products in 1985. For example, there
would have been changes in United States exports, in prices of steel products, in
steel consumption at the changed prices or delivery schedule, in the steel industry
demand for materials and services, in retail sales to workers employed or dis-
employed, and in other related activities.

Mr. Weiss. For the first 4 months of 1966 production workers aver-
aged 40.7 hours of work per week, less than the average number of
hours worked for the same period in 1965, but more than the average
hours worked during equivalent periods in the years 1960-6+4. Simi-
larly, average overtime hours worked totaled 3.3 hours for the first 3
months of 1966, equal to the same period in 1965 and greater than
overtime worked in equivalent periods in the years 1960-64.

Senator Harrke. The whole truth of it is, you have the same basic
problem involved, you had the anticipation of the steel strike, If this
had been talked about imports, this is exactly what you would have
said. In fact,itis what you didsay.
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Mr. Werss. Well, the figures I am giving you are 1966 figures com-
pared with 1965.

Senator Harrke. I understand that. The 1965 figures are an ab-
normal situation. The only comparable period would be 1959.

Mr. Werss. Well, my emphasis here is really on the figures of the
first 3 months of 1966, 1n comparison with previous years.

Senator Harrke. Why do you not compare 1966 to 19637

Mr. Weiss. Well, I have.

Senator Harrke. No. You compared 1966 with 1965, which was an
abnormal year.

Mr. Weiss. Then I went on and said greater than overtime worked
in the equivalent periods in the years 1960-64.

Senator Hartke. All right.

Mr. Weiss. What I am trying to do——

Senator Hartke, I think it 1s quite obvious that 1965 is not a fair
comparison. That is all I am trying to say; really in all good common
judgment iyou should take that out of the picture. It isnota fair com-
parison. I have not tried to say that 1965 in the total imports is a fair
comparison either, for the very simple reason that it is not. It is an
abnormal situation,

Mr. Weiss. I have no quarrel with that. I think if I had left 1965
out somebody might say, “Why did you not mention 1965?” I am not
trying to give any judgment on it.

Senator Hartke. Well, I would not have.

Mr. Weiss. There have been some random reports from several steel
producing areas—Wheeling, W. Va.; Middleton-Hamilton, Ohio;
Gary-Hammond-East Chicago, Ind.—of steel companies having diffi-
culties in recruiting unskilled workers. There are no indications of
general labor shortages in the major steel producing areas,

During the period 1960-65, output per man-hour for all employees
in the steel industry increased an average of about 4.4 percent a year
while employment cost per man-hour increased at a slower rate of
about 3.5 Eercent a year. Consequently employment cost per unit
of output has declined about 1.2 percent a year during that period.
In fact, employment cost per unit of output has dropped in every
year from 1960 through 1965 except 1961 when there was a decline
1n steel 1!))roduction. These trends indicate that the domestic industry
has probably lowered its unit labor costs as it increased its capacity
and output.

To recapitulate, it appears that 1966 imports will supply a smaller
share of the U.S. steeﬁ market than did 1965 imports, partly as a
result of the industry’s ability to supply American steel users from
expanded and modernized facilities ans because there is little prospect
of any important work stoppages. Imports suipplied about 8.5 percent
of domestic consumption in the first quarter of 1966 as compared with
10.3 percent for the full year of 1965.

Mr. Chairman, in our view, present conditions do not appear to
require the study suggested In Senate Resolution 149. However,
should the committee conclude that conditions justify an analysis in
depth of the conditions of competition in the world steel industry, it
may be more appropriate for the study to be conducted by such
agencies as the President may designate.

Thank you, Mr. Chairman.
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Senator Harrke. Well, we have a unified approach from the ad-
ministration. They do not want to know the facts.

Thank you. We will see if we can get them from the other side.
Thank you. I haveno questions.

Mr. Wriss. Thank you very much,

Senator Harrxe, Dr. Roberts, you may proceed, sir,

STATEMENT OF GEORGE A. ROBERTS, REPRESENTING THE TOOL
AND STAINLESS STEEL INDUSTRY COMMITTEE, ACCOMPANIED
BY THOMAS SHANNON, WASHINGTON COUNSEL

Mpr, Roserrs, Thank you very much,sir.

Mr. Chairman, my name is George A. Roberts. T am president of
Vasco Metals Corp., Latrobe, Pa., and T appear today as a vopresenta-
tive of the Tool & Stainless Steel Industry Committee. 1 am pleased
to have this opportunity. Qur committee is an informal association
of 17 T1.8. producers of specialty steels all having an interest in
woblems in the international trade aven. Attached to this stutement
15 a list of our membership, I have with me Mr. Thomas K. Shannon,
Washington counsel for our committee,

1 don’t want to keep you in suspense. Keep to your guns. We
favor a congressional study of imports of foreign steels, and will
help the study group in any way possible, )

\\'e submit our comments to this committee as a distinet and indi-
vidual industry with ditferent characteristics than tonnage steel.
However, like the tonnage producers, we feel the impaet of ever
increasing imports of foreign steels; like them we favor a congressional
study of imports and will help the study group in any way possible.
Our raw nuterials, technology, products, markets and applications
are completely different from those of the tonnage steel industry.
Furthermore, the effect of massive specinlty steel imports is morve
serious to the United States than would ba apparent by observing only
statistics on total loss of employment or foreign exchange in the steel
industry.  Our skills in innovation, science, and technology nre at the
forefront of materinls progress and must be retained with strength,

While Senate Resolution 149 foeuses on the problem of steel imports
in general, T wish to make it cleav at the outset that the specialty steel
industry is concerned lest its pavticular position as a distinet industry
be submerged in the context of the tofal steel industry at this hearing,
or in a study of steel imports.  As a preeantion against this possible
oversight, this testimony focuses on the import problem with specifie
reference to the specinlty steel industry.

Our steels are ‘high-nlloy high performance steels.  'They arve stain-
less steels,  They are tool steels. They are many other alloy steels.
They contain Iarge mmounts of chrominm, nickel, molybdenum, van-
adium, tungsten, cobalt, and other elements which make them
extremely resistant to corrosion and to wear, give them n high degree
of toughuess and strength, and enable them to do jobs which earbon
steels eannot do.  The metallurgy of specialty steels is complex and
delicate, their applications are exotic. Our labor force is highly
skilled, our marketing men are engineers, our reseavch and develop-
ment. have always been sophisticated far beyond that of tonnage steel
producers. Qur products ave tailor made for critical and specific
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a ]plica.tions, many of which require-only small quantities. We thus
fill a need for meeting the demands of national defense, of new science,
of engineering and technology, by having available a cagacxlgy for an
infinite variety of special steels to be supplied as needed. Not to be
overlooked, in view of the critical importance of the specialty steel in-
dustry, is its ability to create and manufacture the exotic and vital
newer materials, titanium, zirconium, super-alloys, for high tempera-
ture service, cobalt and nickel alloys, for magnetic and electrical uses, .
and a host of other rare yet nonferrous items.  The use of the available
capacity and skills of the specialty steel industry has saved this country
years of development time and millions of dollars of capital
expenditures.

1. OHANGING PATTERNS OF WORLD TRADE IN SFECIALTY STEELS

World War II is the watershed between two distinct periods in world
trade in specialty steels. The prewar period witnessed the birth and
full development of the specialty steel industry—one of the many new
industries created in the 20th century. During this period, the pro-
duction of specialty steels was confined to the mdustrializeé nations.
Prior to World War II, the United States was the largest producer
and supplier of specialty steels in the world. .

The postwar period, on the other hand, has brought some dramatic
changes to world trade in speciahtg steels. To begin with, more nations
are becoming specialty steel producers. This expansion is no longer
confined to the industrialized countries.

- The No. 1 objective of all foreign specialty steel producers is to move
g.owall'gs greater self-sufficiency, striving for reduced dependence upon
1mports. '

. l&ost of the foreign specialty-steel-producing nations, because of
limited home markets or de;;‘endence upon trade, have increased their
production capacity beyond home market demand for the express pur-
pose of entering the export market. The world market for specialty
steels has become congested and competition is increasingly intense.
Therefore, to encourage exports, foreign specialty steel producers re-
ceive massive government assistance in terms of government subsidies,
tax rebates, and other incentives to expand their exports abroad.
For example: A French steel manufacturer which exports 26 percent
of its annual production thereby becomes eligible for special financial
benefits. Tn some countries in Europe the government subsidizes the
importation of labor in order to increase productive capacity, a sub-
stantial portion of which enters the world export market. Austrian
exports of specialty steels are directly subsidized by the Government,
which owns and operates specialty-steel-production facilities. On the
other hand the domestic markets of these same foreign producers are
protected by an elaborate network of tariff and nontariff trade bar-
riers. As a result, competition in specialty steel in the world market
has resulted in the marked deterioration of U.S. exports abroad.

Thus, the changing patterns in world trade in specialty steels have
created two serious problems for our industry—the threat of severe
injury from massive imports at home, and the continual erosion of our
markets abroad.

64-887 0669
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II. THE PROBLEM

The main problem confronting the specialty steel industry is the
maintenance of a favorable economic climate in which the growth of
the domestic industry will continue. Today, the economic climate and
health of the domestic specialty steel industry are jeopardized by
ever increasing quantities of incllports. Imports can make a positive
contribution to the economy and to the domestic industry when they
are in balance with domestic production. Balance provides the eco-
nomic stability necessary for the orderly competitive marketing and
expansion of the domestic market for specialty steels from which both
the importer and the domestic producer will benefit. Imbalance be-
tween 1mports and domestic production on the other hand can imfpaxr
the economy and disrupt the domestic industry. Disruption from
excessive imports is a po(i’gnant and recognized problem in interna-
tional trade. Even the General Agreement on Tariffs and Trade,
which is one of the most progressive tools for trade expansion, pro-
vides safeguards against dangerous imbalances in trade which occur
from time to time. Today, such a problem exists in the United States
from the massive and excessive importation of specialty steels.

It would be a positive step by this committee if it could emphasize
pubhclg the dangers to our international posture and national strength
through an investi%?,tion of the conditions leading to those massive
imports. It would be a black mark upon us and the man under whose
name the current round of negotiations at Geneva are being conducted
if they should lead to a loss of national strength—of our international
image and prestige in years to come. Your study may serve to permit
the Congress to focus intelligently its thoughts for the coming year
on the special efforts of imports on certain vital industries or seg-
ments of larger industries or on the scientific talents and innovative
skills of its leaders, researchers, and workers, These problems deserve
your attention if America istoretain its world posture.

A. IMPACT OF SPECIALTY STEEL IMPORTS

Turning now to imports of specialty steel into the United States.
. Between 1959, when imports made their first significant appearance
in U.S. markets, and 196, the quantity of specialty steel imports has
increased on an average of 65 percent a year, whereas in comparison
domestic shipments have advanced only 7 percent annually.

In 1965 imports of stainless steel were 113,000 tons, as contrasted
with 80,000 tons in 1964 and only 8,000 tons in 1859. Domestic market
genetration by imported stainless steels has risen during this period

rom 1 percent to 13 percent. Imports of stainless steel sheet were
less than 1 percent of domestic shipments in 1954 ; and are 16.8 percent
in1965. Tool steel imports have increased equally dramatically, reach-
ing over 10 percent of domestic shipments in 1965. High speed tool
steel imports trebled in the first quarter of 1966; compared to the
first quarter of 1965.

In 1959, the bulk of stainless steel imports sold in U.S. markets were
wire rods, wire, bars, and pipe. By and large, all of these products
with the exception of pipe, while requiring a relatively high labor
content, are ‘“unsophisticated products” and are relatively easy to
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finish and handle in a technical sense. Now, there has been a signifi-
cant change in the product mix of imports, and the heaviest concentra-
tion of imports is in the sophisticated and flat rolled products—sheets
strip, plates-—which are the bread and butter products, or the lifeblood
of our industry, and in some cases they represent the total area of
concentration of individual U.S. companies. Once imports strike
a crippling blow to the basic product lines which keep the industry
and individual companies going, it is tantamount to undermining the
growth and stability of the domestic industry.

B. BALANCE OF TRADE

Within the e?lpeciulty steel industry, a favorable balance of trade
was maintained until 1664. In that year, the Department of Com-
merce ﬁfums disclose an export surplus of identifiable tool and stain-
less steel of 16,716 tons worth $28 million. In 1966, with additional
breakouts for better identification of specialty steel exports, this had
fallen to $13 million in value but imports exceeded exports by 20,416
tons. In the first 4 months of 1966 the figures show n deficit of 27,764
tons and a dollar drain of $11 million. This is $33 million annually
or a swing in 2 years of $61 million in our balance of payments.
Considerin% tool steel alone, imports have exceeded exports in both
tonnage and dollar value for more than 4 years. This trend should
prove alarming to .esponsible thinking people in government.

The significance »f this deficit to the national balance of paymnents
is crucial. First, the amount of the deficit, and of future deficits, is
substantial. Second, discrimination against exports of domestic
specialty steels by foreiqn producing countries, which is unlikely to
be eliminated, tends to limit the expansion of exports, which could
offset imports to some degree. Third, the outflow of capital to pay
for imports represents substantial potential claims abroad on the
American gold reserve. Fourth, while the specialty steel industry is
only one component of the total national balance of payments, the
balance of trade deficit in specialty steel adds to the severe drain on
the balance of trade surplus of the United States, which is steadily
diminishing. Foreign steel producing countries are relying on steel
as a major source of foreign exchange.

To gain a proper perspective, we should add that it has been esti-
mated that 75 percent of specialty steel exports have been under the
AID t‘,81.)x'og,'1'ams and do not make a contribution to the balance of pay-
men

%ehind these figures, several disturbing and major trends are
evident. »

1. The total quantity of special steel imports continues to spiral
upward. This 1s n long-range problem. There is every reason to
believe that, short of major disruption in the world supply of specirlty
steels, the trend of rising imports will continue.

L2 in:nports of all specialty steel mill products have captured an ever-
increasing share of the domestic market and are now causing signif-
icant injury to the industry. .

3. Imports of certain, specialty steel mill products have increased

at an especially alarming rate. :
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4. There is no evidence that the excess of world capacity in specialty
steels will be decreased in the foreseeable future. Therefore, there
will be substantial quantities of “relatively low-cost” foreign specialty
steels available for importation into the United States.

5. Imports have a faster rate of growth than domestic shipments.
Diminishing exports and home market import penetration threaten
the ability of the domestic specialty steel industry to maintain present
ogerating levels and to meet investment and innovation objectives of
the future.

6. Contrary to the situation in 1959, the high levels of imports of
specialty steels in 1965 was primarily the result of increasing market
penetration by imports rather than the result of a strike threat as
many importers would have one believe. Availability of supply was
not affected to the same degree as in carbon steels, and the necessity
for extensive inventory buildups was less, since more than half of the
specialty steel industry was not part of the major industry bargain-
ing unit. However, experience has shown that imports retain the
il}llroads made into our market even under stimulation of a strike
threat.

III. IMPORTANCE OF THE SPECIALTY STEEL INDUSTRY TO THE NATIONAL
SEQURITY

Specialty steels are vital to the security of the United States. En-
couragement of the present rate of increase in imports of these
roducts will make the United States dangerously dependent upon
oreign supply, which would prove highly unreliable in the event of a
national emergency. The particular importance of specialty steels to
our defense effort is attributable to the unique capabilities and
qualities of these steels. Specialty steels, because of their varied
high-alloy content, and unique properties, have myriad important
applications. Some can remain stable at high temperatures, some
have extraordinary toughness, particularly at low temperatures,
some have high resistance and high-temperature strength. These
unique qualities have made specialty steels an integral part of the
defense program of the United States. ‘

A list of strataﬁic products which are dependent upon specialty
steels would include: missile and rocket frames and a]iarts, airplane
structures, atomic reactors, jet engine turbine blades, ball bearings, oil
refining equipment, and cutting tools and dies. Not only 1s the
Apollo spacecraft fashioned from stainless steel but so also the anti-
sguke innersole in the combat boot now being worn in Vietnam.

imilarly, the entire outer skin of the RS-70 supersonic airplane
and the drive shafts of the Army helicopters are made from stain-
less steel. The inner support members of the RS-70 and other air-
craft are of a special ultra-high-strength steel developed by the tool
steel industry from its vast store of meta,llut('fical experience. Also,
the Atomic Energy Commission has awarded a contract for the
development of a “mobile military nuclear powerplant” which must
be made completely of stainless steel and which is to be used as a
source of ]iower by combat forces. The supersonic transport pro-
gram as well as newer combat aircraft are dependent on the ability of
the specialty steel industry to exist and supply both the steel and
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nonsteel items which are being specified. I cannot let these examples
suffice, as I must point out that this industry has pioneered vacuum
melting techniques through massive new investments in modern equip-
ment that permit the production of nickel and cobalt alloys for white
hot {et engine blades without which civilian and military jet aircraft
would not be reliable or indeed fly, and that permit the manufacture
of bearing and gear steels of utmost reliability to allow the safe
operation of helicopters and hydrofoils and power generating
equipment.

This is only a small list of examples where the defense of the
United States is strategically dependent upon specialty steels. In
addition te the direct strategic importance of specialty steels to the
national defense, mention should also be made of the dependence of
all indust:y upon specialty steels for dies, machinery, precision tool-
irgﬁ, and other in-house applications. Twentieth century industry

les upon specialty steels for their high performance under stress
and close tolerances to do jobs which other steels or materials cannot.
The domestic specialty steel industry must be in a viable position
to meet the demand for specialty materials for our national defense
needs now and in the futurs. The security of the free world, in addi-
tion to our own vital interests, is dependent upon this condition.
Only a healthy and dynamic domestic specialty steel industry can
give us this assurance. The Department of Defense thinks in terms
of “material systems.” The properties demanded of materials used
in missiles and rockets, for example, are such that only a tailor-
made alloy steel or vacuum melting specialty materials can satisgfr
requirements. Skills through basic materials can be stockpiled,
Imow-how cannot. If this Nation desires to excel in heavy industry,
in space and in weaponry, in science and technology, it must insure
the retention of a str:;x:f domestic specialty steel industry. In short,
the specialty steel producers of this Nation provide a pool of tech-
nology, research, and development facilities, and highly skilled labor
which will be dissipated as forei%n sources capture the domestic
market, or an imf)ortant part thereof.

Specialty steels are basic to the economy of the United States.
Specialty steels are basic to the defense of the United States. Spe-
cialty steels are basic to the overall well-being and national security
of the United States.

The preservation of the si)ecialty steel industry requires the
maintenance of the health of all ents of the industry, as well as
a healthy economic and political climate in which the forces of our
private onbel}’)rise system can ogerate. It is a grave threat to the
security of this Nation, particularly to the economic and military
responsibilities we have to the free world, to watch the undermining
of an essential industry in the name of fair competition, as it is
described by importers. :

Trade between nations should be encouraged but not to the extent
that it might impair the growth of a vital industry. In view of the
unchecked wtlix of specialty steel imports, it is apparent that im-

orts must be kept in balance to insure the orderly growth of the
omestic specialty steel industry. Only continued high levels of
domestic business activity on the part of specialty steel companies
can permit the expenditures for research and modernization that
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will make tomorrow’s materials available. Growth is a necessary
prerequisite for this to happen, for America’s investors to be attracted
to the progress of this industry. We cannot afford to let its growth
be stifled. It will require the cooperation of the industry and the
National Government to prevent imports of specialty steels from
threatening to dislocate tﬁe industry and undermine the national
security. 'They do today.
IV. CONCLUSION

There has been much talk over the years about the stimulating and
’(}ynamic impact of foreign competition on the domestic economy.

his general statement may be true but competition which takes the
form of massive low wage, low cost, imports comes at a high cost:
the dislocation and disemployment of domestic production, excess
capacity, retardation of the economy, outflow of capital in search of
more profitable investments overseas. This results in a worsening of
our balance of payments, increased outflow of gold, and a decline of
international confidence in the dollar. These are factors which must
be considered in any study.

From the importance of the specialty steel industry, it is apparent
that any study of steel imports should give attention to problems
faced by the domestic specia t{ steel industry.

The Tool & Stainless Steel Industry Committee fully endorses Sen-
ate Resolution 149 recommending a study of the impact of steel im-
ports on the national security of the United States, on our balance of
payments, and on the economic well-being of the domestic steel indus-
try. 'We think that this study is in our national interest. We feel
this investigation should be conducted by an appropriate subcommit-
tee of Congress and that it be completed by October 30, 1966, so that
prompt Ie%'\slative or administrative action may be taken to remedy
this crucial problem.

Thank you, Mr, Chairman.

Senator Harrge. Thank you, Mr. Roberts. You are not afraid of
the facts, right ¢

Mr. Roperts. Not at all, sir.

* Senator HarTke. All right. Thank you,sir. That is all.

(An attachment to Mr. Robert’s statement follows:)

ToorL AND STAINLESS STEEL INDUSTRY COMMITTEE

Allegheny Ludium Steel Corporation

Armco Steel Corporation (Stainless Division)

Bethlehem Steel Corporation (Tool Steel Division)

Braeburn Alloy Steel Division, Continental Copper Steel Industries, Inc.
The Carpenter Steel Company ‘

Eastern Stainless Steel Corporation

Firth Sterling, Inc.

Jessop Steel Company

Jones & Laughlin Steel Corporation (Stainless and Strip Division)
Joslyn Stainlees Steel Company

Latrobe Steel Company

McLouth Steel Company

Republic 8teel Corporation (Alloy Steel Division)

Simonds Saw and Steel Company

Cyclops Corporation, Universal Cyclops Specialty Steel Division
Vasco Metals Corporation

Washington Steel Corporation
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Senator HARTEE. The next witness will be Mr, F. C. Muntwyler,
gllldependent Wire Drawers Association. With him is Mr, James R.
arp.

STATEMENT OF F. C. MUNTWYLER, PRESIDENT, THE INDEPEND-
ENT WIRE DRAWERS ASSOCIATION; ACCOMPANIED BY JAMES
R. SHARP, COUNSEL

Mr. MunTwyLER. Mr. Chairman and members of the Committee on
Finance, it is with great pleasure that I appear before you to testify
on Senate Resolution 149 which was introduced by the distinguished
Senator from Indiana, Senator Vance Hartke. Senate Resolution 149
would request the President to authorize the Department of Com-
merce to undertake a study of the steel import situation.

Before testifying on the merits of Senate Resolution 149, I think it
would be worthwhile to give the committee some brief background
information on the Independent Wire Drawers Association and the
U.S. wire and wire products industry.

The independent Wire Drawers Association is a national trade asso-
ciation representing over 30 indegendent nonintegrated wire drawers
and fabricators. I use the term “independent” to indicate these firms
are not subsidiaries, divisions, or captives of the major steel corpora-
tions. I use the term “nonintegrated” in the sense that these firms
do not possess basic steelmakin capucity.

I should also like to explain the term “wire drawer.” Wire is manu-
factured from wire rod, a semifinished steel product, by drawing it
through o series of dies which reduces the diameter of the wire rod
and at the same time increases its length. Thus, the descriptive term
“wire drawer.”

A wire fabricator manufactures a finished wire product from the
wire, producing such things as nails, barbed wire, woven fence wire
and welded wire concrete reinforcing mesh. Most members of our
association fabricate some wire products in addition to drawing wire.
My own firm, Wire Sales Co. o Chica%g, roduces b;(iight basic wire,
galvanized wire, baling wire, chain link fence, welded wire concrete
reinforcing mesh, and a host of other products.

The basic raw material for the steel wire and wire products indus
is hot-rolled carbon steel wire rod. In the United States, wire rod is
%mducgd by 18 vertically integrated steel mills; and 93 percent of
U.S. wire rod capacity is controlled by a mere 12 of these producers
including such industry giants as United States Steel, Republic, and
Bethlehem. Steel wire and wire products, however, are produced b,
both the major integrated (i)roducers of wire rod and by many small,
independent, nonintegrated wire drawers and fabricators, who are
dependent upon the integrated producers for their wire rod. Econo-
mists characterize this situation where a supplier is also a competitor
as “dual distribution.”

As I am sure you are aware, the Senate Subcommittee on Antitrust
and Monorolg sgislation recently held hearings on Senator Russell
Long’s bills, S. 1842, S. 1843, and S. 1844, which are designed to cor-
rect some of the abuses-of dual distribution. :

I would like to point out, however, that there is nothing inherently
evil about this dual distribution situation so long as & normal re-
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lationship exists between wire rod, wire, and wire product prices
which permit an adequate margin for converting wire rod into wire,
and wire into products. But beginning in 1955, the behavior of these
rices has not been normal; instead, these prices illustrate how an
integrated producer in a dual distribution industry can apply anti-
competitive price squeezes to their nonintegrated competitors.

The case of a typical fabricated wire product—the next should
changed to baling wire—graphically illustrates the double price
squeeze experienced by the independent wire drawers and fabricators.
Prior to 1955 most independent producers purchased their wire rods
from domestic steel mills at an average price of approximately $105
a ton. At that time baling wire sold for around $192 per ton which
permitted the fabricators a reasonable ma,rkulp on the wire drawing
and fabricating process. But the major steel producers raised wire
rod prices in 1955, 1956, 1957, and again in 1958. According to the
Bureau of Labor éta.tistics, wire rod prices rose more than any other
steel product during the postwar period. The price of the finished
product did not increase proportionately, instead it decreased. A
point was reached in many areas, where the raw material was selling
at a higher price than the fabricated wire product. For example, dur-
ing 1963 hot-rolled carbon steel wire rod was sold for $144.50 per net
ton. Yet, the same integrated steel mill was selling annealed baling
wire for $141.50 per net ton. _ .

The.independent producer, of course, could not purchase wire rod
from the integrated producers at $144.50, clean and draw the rod into
wire, fabricate the wire into annealed baling wire and then comgete
against a price of $141.50. As as matter of survival the independent
producer had to turn to imported wire rod.

As a result of the double price squeeze applied by the integrated
mills, wire rod imports increased from 47,800 tons in 1955 to 1,250,000
tons in 1965, over 10 percent of total U.S. steel imports. These
imports are consumed almost entirely by the independent wiredraw:
ers, and it is estimated that imports account for about 50 percent of the
noncaptive wire rod market. It is significant to know at this point
that some of that— they also imported steel to fill their comn:itments.

Over a 5-year period, when domestic prices were perfectiy rigid at
$144.50 per ton, comparable foreign wire rod was being sold at $110,
$105, and at times even less than $100 per ton. Steel mill spokesmen
were quick to boast of their unwillingness to meet foreign competition.
Instead the big steel cor?omtions sought the protection of the U.S.
Antidumping Act by claiming the foreign wire rod was being
dumped in the United States. The two Federal agencies charged wit;
the administration of the Antidumping Act disagreed. The Treasury
Department found Japanese wire rod prices were “not less than fair
value,” and the Tariff Commission dismissed the conﬂolaints against
wire rods from West Germany, Belgiuin, France, and Luxembourg on
the grounds of “no injury to a domestic industry.”

In early 1965 the domestic steel industry reduced the price on so-
called common quality wire rod from around $144 to approximately
$125 per ton. For all practical purposes, this was a meaningless price
reduction as far as the independent wire drawers and fabricators were
concerned. In the first place, the price of $125 per ton was not com-
petitive with the imported wire rod nor was it low enough to permit



STEEL IMPORTS 133

a fabricating markup. In the second place the definition of common
quality only applied to certain types of wire rod and other important
types of wire rod used by independent wire drawers and fabricators
were still sold at the old high, uncompetitive price.

On March 1 of this year the United States Steel Corp. announced it
wag withdrawing published prices on low carbon wire rod, in order to
%ggressively compete against imported wire rod. Salesmen from the

nited States Steel Corp. have offered wire rod to most independent
wiredrawers at a price competitive with imported wire rod. This price
decrease has been met by most of the other major domestic steel pro- .
ducers. The Independent Wiredrawers Association commends the
domestic steel industry on its decision to meet foreign competition in
the marketplace.

Most independent wiredrawers were not in a position to place large
orders with domestic steel companies at the time the price reduction
was announced because of prior commitments to foreign suppliers; but
independent wiredrawers are now placing orders with domestic steel
companies for a portion of their wire rod requirements.

At a recent meeting of the Board of Directors of the Independent
Wire Drawers Association it was agreed as a matter of general prin-
ciple that independent wire drawers should attempt to purchase at
least half of their wire rod requirements from domestic mills and
the other half from foreign sources. Most independent wire draw-
ers are extremely reluctant to place all of their business with the
domestic mills, since they have established excellent business rela-
tionships with many foreign steel mills who supplied them in times
of dire need. In addition, we sincerely believe that the free inflow
of imported steel into the U.S. market helps maintain a free and
competitive marketplace. .

In regard to the study proposed by Senate Resolution 149 the
independent wire drawers would favor an objective and analytical
study of the steel import situation and its relation to the domestic
steel industry pricing system. The approval of Senate Resolution
149, as presently worded, would not, in my opinion, insure an objective
and analytical study.

For example, the whereas clauses are couched in such language
as to indicate to the executive branch that the Senate has already
formed an opinion that increasing ateel imports are detrimental to
the U.S. economy and the U.S. steel industry. Certainly the first
four wheress clauses appear to state the factual situation ; but the fifth
whereas clause is pure speculation concerning economic contraction
and rising unemployment in Great Britain and France, and the final
whereas clause statss a legal and economic conclusion that steel im-
gorts pose a serious threat to the profitability of the U.S. steel in-

ustry. _

The body of the resolution is objectionable on several counts.
In the first place, the Independent Wire Drawers Association is
reluctant to vest the Department of Commerce with the authority to
conduct a study of the steel import situation. We sincerely believe
the Department of Commerce is unduly sympathetic to the domestic
integrated steel industry and insensitive to the ﬁhght of the small
independent nonintegrated steel fabricators who have been forced to
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urcléa,selimported steel because of the price squeezes applied by
ig Steel.

Eenator Harrre. Let me say here that the Commerce Department
is catching it from both sides. [Laughter.]

Mr. MunTwyLEr. In the second place, we object to the gh_raseology
of part 1 in the proposed study—“the possibility of unfair, below-
cost pricing of steel mill product imports to the United States.” This
is a loaded question. To the best of my knowledge the domestic in-
tegrated steel industry has never submitted evidence of below-cost
pricing of steel mill product imports to the Treasury Department in
connection with any antidumping investigation. .

In the third place, we obect to the phraseology of point 2 in the
Hroposed study. Any studfr of profitability of the domestic steel in-

ustry must necessarily include a study of the cost of producing steel
in the United States and the pricing policy of the steel industry.
Furthermore, the definition of tﬁe steel industry should be broadened
to include the independent, nonintegrated steel fabricators who are
dependent on imported steel, because these steel fabricators are as
much a part of the steel industry as the giant producers.

The independent wire drawers association favors the establishment
of an inter-agency task force to study the relationship between in-
creased steel imports and the domestic steel price situation. The inter-
agency task force should include representatives from the Depart-
ment of Commerce, Department of Justice, Department of Labor,
Department of State, and Department of the Treasury, as well as
representatives from the Council of Economic Advisers, the Office
of the Special Representative for Trade Negotiations, the Small
Business Administration and the Tariff Commission.

A similar interagency task force was recently established to study
the Pacific Northwest softwood log export situation and an inter-
agency administrative group is concerned with the textile import

Pro .

'I!%e establishment of an interagency task force would assure a bal-
anced and objective report representing the points of view of the
various enumerated departments and agencies rather than merely
giving the Department of Commerce the authority to utilize “other
ap&;‘opriate Federal agencies.” .

e recommend the interagency task force study and report on: (1)
the reasons for the increase in steel imports during the past few years:
2) the impact of these steel imports on the U.S. steel industry and
the response of the U.S. steel industry to import competition; (8)
the relationship between increasing steel imports and decreasing steel
exports and the cost of %oducing steel in the United States and the
pricing policies of the U.S. steel producers; and (4) the probable
impact of restrictions on steel imports on independent, nonintegrated
steel fabricators and other consumers of imported steel.

An objective and analytical study, such as we have recommended,
would indicate that the domestic integrated steel industry has only
itself to blame for much of its present import problems; namely, the
maintenance of a generally insensitive, utility like administered price
policy, coupled with the installation of 40 million tons of the wrong
kind of capacity—open hearth furnaces, in the late 1950’s, while
Europe and Japan were building ultramodern steel mills.
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The United States is now, and has for many years enjoyed the
favorable overall trade balance. This problem must be considered,
including exports, as well as imports, for, perhaps, the country which
exports steel to the United States is a better customer of ours than
we are of theirs.

In 1965, 87 percent of all iron ore consumed by the large integrated
steelmakers was imported by them, If they want free access to world
markets for raw materials, why deny the same privilege to the inde-
pendent wire fabricators?

In conclusion, the Independent Wire Drawers Association favors
an objective study of the steel import situation and its relation to the
domestic steel industry pricing system along the lines we have recom-
mended; approval of Senate Resolution 149, at least as it is now
presently worded, would not, we believe, insure such an objective and
analytical study of this conéplex subject.

Thank you very much, Senator.

Senator HarTke. You do think there is need for a study?

Mr. MunTwYLER., Yes, I do.

Senator Harrre. All right.

On page 4, just for clarification of the statement there, you say:

The Treasury Department found Japanese wire rod prices were “not less than
fair value.”

And then you say:

And the Tariff Commission dismissed the complaints against wire rods from
West Germany, Belgium, France, and Luxembourg on the grounds of “no injury
to a domestic industry.”

Now, under the statute, there is a requirement for the finding of
both, is that not true?

Mr. MuNTwYLER. Yes, so I understand.

Senator Hartke. Before there is going to be any relief granted and
before the Tariff Commission can consider the matter, there must be
a finding that it was sold for less than fair value. So just for clarifi-
cation, what I want to point out is that in those cases against the ship-
ments of wire rod from West Germany, Belgium, France, and Lux-
embourg, there was a ﬁndin% that they were being sold for less than
fair value, is that not true

Mr. MunTtwyLER. I think you are correct, Senator; yes, sir. It was
that there was no injury. _

Senator HArTEE. And no injury to the business. But, quite hon-
estly, in an expanding, an exploding economy, the chances of finding
injury on a domestic industry are very, very remote unceer the present
statute in any type of situation, is that not true?

Mr. MuNTwYLER. Yes, sir; that is correct.

Senator Harrxe. That is right. The fact of the matter is that it
does not take into consideration the fact that if you have a slowdown
that the same set of circumstances might produce an entirely dif-
ferent result.

Mr. Mu~ntwyLER. That is quite probable.

Senator HArTKE. Yes, sir. So the reason I am pointing that out
is that as long as you have continued ﬁrosperity here in the United
States everything is all right, but you had indications here from the
administration today that we are headed for a lessening of the boom.
I am not saying you are going into a.recession, but there are some
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people who feel that things are not very good, and there are some ba-
rometers which indicate they are not very good. For example, the
stock market is acting irregularly, to say the least, and homebuilding
certainly is not jumping out of the top any longer; automobile pro-
duction is seeing its difficulties, and steel itself is experiencing some
slowdown on a comparable level.

So what I am trying to say is I want to get into these things before
we have difficulty, and I would like to see the study made. If you
have some suggestions or complaints against some of these people I
see nothing wron% with that. That is fine, But I do not contemplate

ing into a complete question of antitrust investigation, because, quite

ionestly, as 1 have tried to indicate here, we are not going to be able

to even take into account the cartelization which is occurring in other
parts of the world which would be subject to antitrust action here. So
you do not start out fair when you start out on that basis. We just
have to take those things into consideration.

You feel that the resolution is worded improperly or unobjectively.
Let me say to you that we have no pride of authorship, but I am in-
terested in getting to the bottom of this trouble.

I want to thank you for coming.

Mr. MuntwyLer. Thank you very much, Senator.

Senator HarTge. Mr. Seymour éraubard from the American In-
stlitute for Imported Steel. I think we will still let you catch your
plane.

STATEMENT OF SEYMOUR GRAUBARD, COUNSEL, AMERICAN INSTI-
TUTE FOR IMPORTED STEEL, INC.; ACCOMPANIED BY KURT
ORBAN, PRESIDENT, AMERICAN INSTITUTE FOR IMPORTED
STEEL, INC. .

Mr. GrauBarDp. Yes, sir. .

Senator HarTge. You may proceed.

Mr. GrauBarp. Mr. Chairman, my name is Seymour Graubard,
and I am counsel to the American Institute for Imported Steel.
Seated at my right is Mr. Kurt Orban, president of the institute, and
a merchant of imported steel. He has accompanied me here better
to be able to answer such technical questions concerning commerce
that the chairman may wish to put to us.

The institute, through its members, conducts a significant pro-
portion of the total steel import trade in the United States. The
members bring in most of the steel products from Europe, and a major
portion from other exporting nations. .

Until the domestic steel mills began withdrawing from the inter-
national market in the 1950’s, several of the institute’s members were
major exporters of steel from the United States. :

Our interest in the subject matter of Senate Resolution 149 is, of
course, manifest. The institute’s membership has a selfish economic
concern—-— .

Senator HARTKE. Let us start back there. At the bottom of page 1,
you.say that “until the domestic steel mills began withdrawing from
the international market in the 1950’s”—can you explain that?

Mr. GrauBarp. Yes, sir. .
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A number of the members of the institute had been in the steel import
and export business prior to World War II. During World War II
they continued to export to those nations which were licensed for
American steel exports by the Government.

Subsequent to World War II, they continued to export, and for

many this was their primary business. However, as steel prices went
up—and I might add—as the lack of campetition between American
steel prices and foreign steel prices became aplpa,rent, steel exports
from the United States dwindled. Today steel exports are largely
conducted directly by the steel mills themselves.
. Now, our interest in the subject matter of Senate Resolution 149 is,
of course, manifest. The institute’s membership has a selfish economic
concern for the continuance and health of the steel import trade.
Nevertheless, as American citizens our members have a far greater in-
terest in the welfare of the United States, and we shall criticize the
resolution from that point of view alone. We trust that other wit-
nesses appearing here today—whether representing domestic steel mills
or others—will all agree that the transcendent interest of the United
States must take precedence over that of any group, -

Our chief criticism of the pending resolution is that, while purport-
ing to seek an investigation, it in fact embodies a priori conclusions for
which it seeks the stamp of “objective” approval. Let me analyze it
in detail before I make what I hope are some constructive recommenda-
tions for the committee to consider. ‘

Thus, the first three recital clauses of the resolution consist of ac-
curate but carefully selected import data. These sequential recitals
arrange the import statistics so as to give a crescendo effect to the theme
of “The Deluge of Imports.” v -

Senator HARTKE. o used the term “deluge”—is that your term ¢

Mr. Grausarp. That is my term, sir.

Senator Harrke. I just wantto know who you are quoting. -

Mr. GrauBarp. I am reading from the resolution summarizing the
resolution, and I am giving my opinion of what the reader’s impression
of what the resolution will be.

Senator Harrke. This is your tag, right ¢

Mr, Grausarp. That is right, sir. \

Senator Harrke. ‘All right. .

Mr. GrauBarp. I stated the reader is left with the impression that
the foreign steel producers, relatively quiet until 1961, have since then
been ag; ively pushing steel into our country from the four cor-
ners of the earth. ‘

Senator Harrke. Let me ask a question. Haven’t they?

Mr. GrauBarp. Pardonf

Senator Harrge. Haven’t they ¢

Mr. GrauBarp. May I continue, sir?

Senator Harree. Well, haven’t they ¢ '

Mr. GrauBarp. As an old draftsman of resolutions, sir, one can
state simply that the increase in imports is marked. en one takes
the first three recitals and fails to add other data which I note here-
after, then the effect, I think, is not entirely objective. - ‘

Senator Hartke. You do not think then that they have aggressively
been increasing, is that right ¢ S C ‘



138 STEEL IMPORTS

Mr. Grausarp, As I stated, sir, the recitals are accurate as far as
they go. They do not Yresent the proper picture overall.

* Senator Hartre. All right. You want to modify the recitals?

Mr. Grausarp, I am making certain recommendations along that
line, Senator.

Wo submit that it is appropriate to substitute for the first three
recitals a simple statement of the fact that steel imports have ma-
terially increased since 1961.

At the same time——

Senator HarRTRE. I would not find any objection to that. I would
agrestothat. Ithink that isright.

My, Graorarp, Thank you.

At the same time—and I hope you would agree with this, Senator—
the committee should present the domestic side of the steel picture.
It should note that domestic steel production currently is higher than
ever before. ' .

Senator Harrre. I would agree with that. But imports have in-
creased faster.

Mr. Grausarp. But, you see, sir, there is a good economic reason for
this, almost an elementary reason.

Senator HarTke. We are just talking about facts now, not
conclusions,

Mr. Grausarp. I am talking about facts.

Senator HarTre. I want to agree with your facts. I do not want
to have a dispute on facts.

Mr, GrauBarp. We can have no dispute, I think, about what I am
about to tell you.

Senator HarTkE. Yes, I know. I just wanted to add one thing you
forgot to put in. You forgot to put in the fact that imports have
grown faster. ‘

Mr. Grausaro. I make no dispute about that.

Senator HarTgE. That is the point I just want to—-

Mr. Grausaro. But a study should be premised——

Senator HArTEE (continuing). Want to keep things in proper per-
spective, and that is all we want to do in this hearing. -

. Mr. Graumarp. I am perfectly willing to accept your statement that
imports by rate have grown faster than domestic production.
enator Harree, Thisis right.

Mr. Gravearo. This is not true, of course, in regard to quantity.
}?aomestlc production by quantity has increased far more than imports

ve. ’

Senator Hartke. That may be true, too, and I think that is a good
fact to have. But that does not affect the balance of payments.

Mr. GrauBarp. Fine,sir. X will come to that,sir, ;

Senator Harres, All right, ‘ :

Mr. GrauBarp, The committee should note that domestic steel pro-
duction currently is higher than ever before. Nor should the com-
mittee overlook a recital that the domestic steel mills have been and are
workln%lat capacity or near capacity. It is likewise most important to
record the fact that there is now no unemployment among steelworkers
and that the mills are conducting intensive recruitment programs to
find more personnel. And we suggest that it might be deemed appro-
priate te include a recital to the effect that the 10 million tons of steel
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imported to the United States last year not only helped this Nation pro-
vifﬂa armament for the Vietnam conflict but also helped to stave off a
crisis in our domestic economy by averting a serious shortage of steel.

Recital four states that 1965 steel imports constituted a $1.26 billion
negative factor in the U.S. balance-of-payments accounts. This is at
once both inaccurate and misleading. )

Senator HArTKE. On the basis of the information at that time it was
not.

Mr. Grausarp. I think, sir, on the basis of any information it is
misleading, and I think it is inaccurate. :
~ Senator Harrks, All right.

Mr. Gravusarp. Both.

Senator HarTke. All right. .

Mr. GrauBaRD, Judgments cannot—I am coming to that.

Senator Harrke. This fact can easily be established, and if it is
wrong I will stand corrected.

Mr. Gruagarp. Fine, )

Senator HarTkE. But it is a fact which can easily be established if
we have the study commission, there can be no argument in that regard.

Mr. Graurarp. Well, actually we have been able to establish the
inaccuracy of the statement by simply existing Department of Com-
merce statistics. .

Senator HarTkE. I am not saying anything about that. If it isan
inaccurate statement, it can be corrected. :

Mr. Grausarp, Fine,sir, ‘

Senator HArTkE. The truth of the matter is we should have modified
a considerable portion of this resolution if we wanted to update some
of the facts. But that was not necessary in view of the facts that I
stated before these hearings began at the announcement of them, that
this resolution was intended as a guideline, and we did not intend to
introduce a new resolution at this time.

Mr. Grauearp, Thank you, Senator. -

Judgments cannot be made about the United States’ international
payments account by focusing attention solely on the balance of trade
entries in that account. Nor can one make a valid appraisal of the in-
ternational trade balance of the United States by viewing the dollar
value of the U,S. imports of one commodity.

As every trade expert knows, the total spectrum of exports and im-

orts is the proper frame of reference. And, as we all know, the
nited States has what all trading nations desire—a quite favorable
overall trade balance, .

Senator HARTKE. A continuing deteriorating one.

Mr. Grausarp. Not at all, sir. .
thSe;mtor Harrrr. Well, you dispute the Commerce Department on

at

Mr. GrauBarp. No, sir.

. Senator Harrke. All right, just explain it. ;

Mr. Grausarp. What I would like to do is to add a factor to that,
and it is this, C ,

Senator Harrxe. All right. ' - -

Mr. GrauBarp. When the United States steel mills are producing
steel at what I believe the New York Times says is 98 percent of ca-
pacity, then it is impossible to have a further increase in domestic
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production by ratio consistent with an increase in imports of steel
and, sir, so long as the United States is going to continue to engage
in a conflict overseas, and I might say a conflict which, in any other
generation, would have besn a major war—-

Senator HarTee. Wait a minute, you come on back. Let us stay
with some facts and let us not fight in Vietnam. I am not interested in
that. You and I might disagree on how to conduct a war in Vietnam,
but the point we are talking about, is the statament you made here,
which said is not right——

Mr. GrauBarp. That is right.

Senator Hartke., You say that the overall trade balance is not de-
teriorating.

Mr. GrauBarp. That is right, sir.

Senator Hartee. All I am saying to you is that it went in the last
2 years from & $6.7 billion surplus to a $Z.8 billion surplus, and in this
first quarter to a $4.1 billion surplus. If that isn’t moving in a de-
teriorating direction then I do not understand what your are talking
about, and what you refer to. :

Mr. GrauBarp. It will take me only 80 seconds, sir, to explain it,
and it is this: When the U.S. economy, because of foreign conflict,
because of domestio increases in production and consumption is so
{ijght, then it is inevitable that the demand of the consumers in the

nited States will be met by imports.

Senator Harrke. All right. Now you want to do a play on words.
and that is all right with me. I won’t use the word “deteriorating.” 1
will use a different word, that the favorable dollar balance of trade
has l%eggeléeducing since 1964 and again in 1965 and in the first quar-
ter o o ~

Mr. Grauearo. I accept that, sir. But may we combine that with
the state of the domestio economy so that the fact will be understood.
It will have context. - :

Senator Harrre. You just take issue with the word “deteriorating.”

Mr. Grausarp. No, sir. I take issue with the concept, the basic
economic concept, which is accepted in the resolution.

Senator Harrke. You goahead. I understand you.

Mr. GrauBaro. But even in the narrowest context, individual com-
modity trade balances must be computed by using export as well as
ir;nlport figures. Such a computation would find that the adverse U.S.
balance of trade in steel was not $1.25 billion but about one-half that
amovat. But even that figure is a half-truth, 'When we include trade
in products manufactured from steel, then the United States has en-
jo;"red a favorabie and not an unfavorable balance of steel trade.

he fifth recital states:

Fconomic contraction and rising unemployment in Great Britain and France
thresten to divert increasing quantities of steel mill products to the United
Btates at prices below U.8. market prices.

‘We respectfully submit that this statement is pure conjecture and
speculation, - o ‘

Senator Hartre. All niht. All T am going to do is inform_you
of an article appearing in the New York Times of Februa% 14, “Steel
Slump Hits Europeans Again,” in an article by Richard E. Liooney,
in which he points out that the European steel industry is in another
slump. He then goes ahead to point up the fact that steel prices are
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weak. He talks about unemployment being down in here. We will
make this whole article a part of the record.
(The article referred to follows:)

[From the New York (N.Y.) Times, Feb. 14, 1068)

Stern SrLump Hirs BUROPEANS AGAIN—KEXO0ESS CAPACITY WEAKENS PRIOEG—
MERGERS RISE IN FRANOE AND GERMANY

(By Richard B. Mooney)

Paris, February 13.—While President Johnson fights off rising steel prices,
Fried Krupp is fighting off reductions.

The European steel industry is i{n another slump, Moreover, steel makers
believe that this is not an ordinary periodic or cyeclical weakness, but a baste
development of overcapacicy that can be traced back several years. Prices are
weak again, and have not really been strong for any extended period since 1960,

While over-all production appears to be rising, this conceals the fact that there
has been a big jump in Itallan production in the last year, a modest rise in
Xrltalln. and declines in West Germany-—the biggest producer—and France and

ustria.

The High Authority of the Huropean Coal and Steel Community has warned
recently that there will be a sertous price problem unless production is con-
trolled. In France and Germany, the industry is pleading for government aid.
And increasingly, the industry is combining forces—by agreements to coopnrate,
Joint ventures and mergers.

TWO FRENCH VENTURES

The French industry disclosed a plan for a pair of consolidations this week,

grovided that the Government promises major financial asaistance for the next
ve years. C

One deal would merge Usinor, France's biggest steel concern, with Lorraine-
Escaut to form a concern with a capacity of about 6.25 million tons a year. The
other, not necessarily an outright merger, would link de Wendel and Sidelor, with
a combined capacity of 5.5 million tons,

In Germany, the planned merger of Hoesch and Dortmund-Htrder will create
a company with a capacity of 5.5 million tons, closely linked with the Netherlands
of Hoogovens. .

Krupp recently merged its steel interests to form a bigger company, and two
years ago August Thyssen and Phoenix-Rheinrohr were merged to form the
biggest steel company in Western Burope. .

AMONG WORLD'S BIGGEST

The Thyssen-Phoenix comcern ranks fifth among the world’s biggest pro-
ducers, but the world’s dozen biggest steel makers include only two Huropean
companies, along with two Japanese and eight American concerns.

A Rubr steel executive observed recently that “there are still 17 of us in
Germany and there should be only three.” But there is no sign that the merger
wava will go this far anytime soon.

The apparent sources of the Buropean industry trouble are several. For one,
the technical revolution in steel making and notably the installation of the con-
version, process, is expanding capacity faster than demand. For another,
Rurope raised its scale several years ago and started building much biper
plants, such as Italsiders at Taranto and Usinors at Dunkerque. .

Also, the general pattern of the Huropean industry’s business is different
from that in the United States, While the steel industry everywhere tends
to focus ~n home markets, Burope’s industry is more involved than its United
States ‘cunverpart in world market conditions, :

Weak prices on the world market, new and efficlent capacity in Japan and
new cap.city in Indla and other underdeveloped countries mean trouble here,

The Bur-yean industry also is held back by history, Years ago, the best place
for a steel company to be was on top of its own coal mines, and the second buet
was next to its ore supply. The huge Ruhr and Lorraine steel concentrations
are there today for this reason. But now the trend is to coastal sites, for better
transport—in and out—-and the old plents cannot move, N s

64887 0—88—-10



142 STEEL IMPORTS

COMPETITION WITHIN BLOC

Finally, the Buropean producers also are having to adjust to each other's
competition within their six-nation community, which is made up of France,
Germany, Italy, Belgium, the Netherlands and Luxembourg.

Though the Coal and Steel Community is 14 years old now, and steel tariffs
within the bloc have been at zero for a long time, prolonged boom conditions
have kept everyone content. Now the boom is slowing down.

The effects of all these forces are seen in the trends to mergers, joint ventures
like the transshipping depot being built at Rotterdam, and cooperative deals like
the coordinated rolling program among four Ruhr companies. Some companies
such as Krupp and France's Pont-§-Musson, are also diversifying.

EFFECTS ON UNITED BTATES

Another effect shows on the supply side, and should be good news for the
United States. The steel companies here are fighting their governments’ curbs
on American coal, which is cheaper for them than Europe’s coal.

The French steel industry recently received Government permission to negoti-
ate directly for a three-year contract, and some authoritles think it is only a
matter of time before Germany subsidizes its coal industry more fully and lifts
import curbs. ‘

The most disturbing effect on the steel problem is the growth of protectionism.
The Coal and Steel Community raised tariffs on imports from outside countries
two years ago and recently renewed the increase, Greece and Spain have
imposed import curbs in the name of antidumping regulations. Britain 1964
gurcharge on all imports came on top steel tariffs that already were relatively

'gl‘hhe United States industry’s unhappiness with rising imports is well known.
The implications of this for the Kennedy round of trade negotiations are self-
evident. There already is a special negotiating subcommittee working on steel.
It is assumed that it will come up with a special deal.

Senator Harree. Let me see, here is another article.

Mr. GrauBarp. You know, Senator, that statement may be true
but my point is that this should be a finding after an investigation and
not a recital.

Senator Hartre. You are objecting to the statements in the reso-
lution itself. If that is all {ou object to we can clear the air on that.
We will just remove all of these doubts from your mind, and you can
say whatever facts are not true in the recital. We will go into an
objective study, and we will eliminate all of the misconceptions. I
il)m not trying to prejudge it. If you want to prejudge it, that is your

usiness.

*  Mr. Gravparp. I am objectingi to a prejudgment, sir.

May I go on to the sixth and last recital? This would constitute a
congressional finding of fact that, if steel imports continue at the 1965
rate, they will: ) ' :

Pose a serious threat to the profitability of the steel industry and to
ths employment, income, and tax revenues generated by the steel
industry.

We §uybmit that such is not the fact. Indeed, current production of,
and employment in, the domestic steel industry clearly point in the
opposite direction. In the final analysis, an objective overall study of
steel imports and their relationship to the U.S. economy is needed to
answer the question of whether or not steel imports pose a threat to the
U.S. steel industry. An a priori finding by the Senate that such a
threat exists makes such a study pointless. We respectfully urge that
this recital be deleted. : ‘

I now turn to the resolution clause of Senate Resolution 149. It
would focus attention on four areas:
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1. The possibility of “unfair, below-cost pricing of steelmill prod-
ucts imports.”

2. The impact of steelmill products imports on the domestic steel
industry’s profitability and employment.

3. The balance-of-payments impact of steel products.

4. The effect of Ul.)S. capital export restrictions on demand abroad
for steel products, ‘

I have already commented on point three. Point four, if I under-
stand it correctly, would require a most far-reaching stu(iy. I doubt -
whether the project is feasible and, if so, whether it would be produc-
tive of any meaningful conclusions. In any event, I suggest that such
a study is more properly the subject of a separate inquiry embracing all
imports and exports.

will concentrate, therefore, on the first two areas of inquiry: the
“dumping” issue and the “industry-injury” question.

The resolution in effect would require the study group to make a
special type of wholesale dumping investigation of all steel imports
into the United States. This special investigation would parallel
neither our own antidumping statute nor its companion GATT accord
provision. Furthermore, it is limited to a study of below-cost sales, a
rare bird indeed in the aviary of dumping complaints. As the com-
mittee knows, almost every dumping complaint filed is based upon
comparative sales prices of the imports in the country of their origin
and here. Therefore, I cannot help but wonder whether there is much
to be gained by the limited inquiry here called for.

But there 1s an additional and more compelling reason why this
committee should recast this portion of the resolution. As the Senate
well knows from the aborted efforts of the late Senator Kefauver, steel
producers are most uncharitable in handing to anybody, including our
Government, their figures on production costs.

Let us analogize this resolution by supposing that, by direction of
the French Chamber of Deputies, President de Gaulle should ask U.S.
Steel, Bethlehem, Jones & Laugixlin, et cetera, to disclose their cost
data. I could understand if the honorable members of this committee
might find such an inquiry to be a national affront. Yet is this not
what Senate Resolution 149 is asking for abroad .

In any event, until such time as our domestic steel mills publish their
cost data, it is highly unlikely that an investigation into such data
abroad can prove profitsble. %'Ve therefore suggest that the first area
of inquiry of this resolution be stricken. -

Senator Hartke. You are having a little difficulty among importers,
too, are you not? Especially in the first part of this year on that same
tly;pe of charge? Now, I will put this into the record. This is from
the New York Times under date of January 18, that “Japan Steel Ex- -
porters Under Fire.” Itstates: ,

The U.S. importers of Japanese steel claim that Japanese trading companies
are taking away their customers through direct dealings.

Here is the quote I want to call to your attention :

The Japanese firms, they charge, are offering cut-rate prices and credit terms
‘“‘completely out of propprtion” with what is customary. , '

Then they go ahead and talk about the squeeze. We will just put
this in the record to show this is the allegation of the importers toward
thissame type of action.
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(The article referred to follows:)

[From the New York (N.Y.) Times, Jan. 18, 1966] .
JaPAN STEEL EXPORTERS UNDER FIRE

WASHINGTON, January 18.—There is a behind-the-scenes steel dispute taking
place between U.S. importers and Japanese trading companies,

A number of so-called independent importers, reportedly handling about half
of all U.8. steel imports from Japan, have formed an ad-hoc committee to plea
for a “better deal” from the Japanese.

DISPUTE TO BE AIRED

It is possible the dispute may be aired this year before the Senate Antitrust
Subcommittee, in connection with that panel’s “dual distribution” hearings,

The U.S. importers of Japanese steel claim that Japanese trading companies
are taking away their customers through direct dealings. The Japanese firms,
they charge, are offering cut-rate prices and credit terms “completely out of pro-
portion” with what is customary.

A steel importer representative says that if this “squeeze” continues, the im-
port firms will have to look for supply sources in other countries, if they are to
stay in business,

IMPORTER’'S STRATEGY

The polemic comes at an awkward time. Steel importers, with their foreign
suppliers in the background, are working to develop a firm front against U.8.
industry attempts to get more import protection. -

The Senate Finance Committee, for instance, is due to hold a hearing soon on
a resolution asking that the Commerce Department make a study of steel imports.
The study, some importers feel, might be used to further legislative demands
tightening up the antidumping law.

Members of the ad-hoc group of importers of Japanese steel met recently here
with Japanese. officials to try to persaude the Government to help settle the dis-
tribution issue. Efforts toward this are reportedly in progress in Tokyo.

One of the factors present in the dispute is that the Japanese trading com-
panies—--not the steel mills in Japan—deal with the U.S. importer. These trad-
ing organizations also sell directly to American end-users.

MORE OFFICES IN UNITED BTATES

According to the U.S. importers, more Japanese trading companies have
been establishing offices in this country, putting pressure not only on the im-
porters but the established trading companies. <

The importers complain that they are being more and more by-passed, as the
trading companies approach their customers offering lower prices—reportedly
sometimes $4 to $5 per ton less—and extremely liberal credit facilities.

These tactics, U.S. importers argue, do not generate additional business for the
steel industry in Japan. Instead, they say it makes sales less profitable, creating
a general impression that Japanese steel is “avaflable in unlimited quantities.”

The importers report that they have suffered especially in coils and wire rods.

Acting as counsel for the importer ad hoc committee is Alan Hutchison of
Sharp Solter and Hutchison, Washington. .

Mr. Gravearp. Mr. Chairman, you will recognize the fact that
complaint-has nothing to do with costs but deals with another segment
of commercial practice.

Senator Hartre. Well, go ahead._ 4 ‘

Mr. Grausarp. This leaves remaining the second area of inquiry,
dealing with the impact of steel imports on the profitability and em-
pl%ment of the domestic steel industry.

e are happy to agree that such an inquiry should be made. But at
the same time—as befits a costly investigation designed to assist not
merely one se%ment but our entire economy—we submit that it is es-
sential to broaden the study. B o o
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Obviously the study should also include the benefits that steel im-~
ports bring to the people of our Nation. Thus, during periods of steel
shortages—whether caused by strikes, an expanding economy or by
military conflict—should our Government encourage imports as bene-
ficial to the United States? . )

When uniform, ascending prices for steel accelerate inflation, do
the competitive, lower priced steel imports have a beneficial, anti-
inflationary influence on our economy ¢

When the integrated steel mills adopt raw material prices versus
finished product prices which leave the small businessman no room
to stay in business, does the availability of steel imports save thousands
of businesses and hundreds of thousands of jobs from oblivion?

When foreign steel mills cut their production costs by using the most
modern techniques and they are thus able to undersell their domestic
competitors, do not steel imports provide a valuable stimulus for the
gomestic?z steel industry also to modernize and to cut its costs of pro-

uction :

Perhaps, too, it might be desirable to inquire whether the exports
of U.S. manufactures containing steel, as well as of course our agri-
cultural and other exports, could long continue in the face of curtail-
ments of steel imports? 'fhis, too, would have a most serious effect on
the profitability and employment of the domestic steel industry.

I turn now to consideration of the agency that might be selected to
do the study. The resolution would request the President to direct
that the study be made by the Department of Commerce. It is an
open secret that the sponsors of this resolution would have such study
made by the Business and Defense Services Administration of the
Commerce Department. Frankly, we are not convinced that BDSA
is equipped, either in staff or in philosophical outlook, to make an ade-
quate study.

Senator Harrke. That is an unadulterated, absolutely false state-
ment. I never heard of that bureau, and I am the sponsor of the
resolution. .

Mr. Grausarp. Iam happy to hear that, sir.

Senator Harrke. I am unhappy with such absolutely irresponsible
statements made by a witness in front of a committee such as this.
Mr. GrauBarp. My statement states that it was an open secret.

Senator HARTEKE. An open secret ?

Mr. GrauBarp. Common rumor around Washington.

Senator HarTkE. I do not care if you are a believer in rumors, I can
give you any rumor under the sun. I suggest you start sticking to
the facts.

Mr. GrauBarp, Then I am very happy that the record is clear.

Senator HarTEE. I suggest you start considering the fact that you
are in a responsible position, and You have been invited to give tes-
timony here. If you want to go ahead and make accusations, which
are customary and which you have referred to me, that is all very well.
But keep your personal animosities out of it.

Mr. GrausBarp. I have no personal animosities toward that bureau,
sir. I am glad to have the record state that that bureau is not under
consideration by the sponsors of the resolution.

We are convinced that there are other agencies of government
better equipped to make the kind of investigation which should be
sought here.
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We believe that there is no better qualified agency of the Govern-
ment to make such a study than the Interagency I'rade Organiza-
tion. This agency, established by the Trade lixpansion Act of 1962
and, indeed, a creature initially conceived by this committee and the
House Committee on Ways and Means is composed of Cabinet officers
named by the President. In addition, the agency can ask to sit with
it in performing any assigned task any other Government officers
designated by the President. Further, the agency has specific au-
thority to draw on the entive Government, family, including the Tarifl
Commission, for assistance and advice in performing its tasks.

Needless to say, the subject of steel imports and their relationship
to the U.S. economy is well within the competence and expertise of
this agency. Indeed, as the focal point for all government views on
the pending Kennedy round negotiations, this agency has been study-
ing this very question in the context of the overall U.S. trade policy,
for at least 3 years. Thus, it would have the benefit of its past
inquiries, which undoubtedly are quite current.

Finally, we feel called upon to observe that it is more than simple
coincidence that the principal sponsor of the pending resolution is
also the principal sponsor of legislation, introduced In the Senate
and House of Representatives last year, which is designed to amend
radically the antidumping status. Indeed Senate Resolution 149 has
often been spoken of as the “handmaiden of the so-called Herlong-
Hartke bill.’

Senator HirTxe. Just by reference we will include your wonderful
report in answer to that. I am not ashamed of the legislation which
I introduced. I want you to know that we are acquainted with it.

s’l‘he report referved to is entitled “United States Antidumping
Policy—At Present and as Proposed by the Herlong-Ilartke Bill.”
Report to the American Institute for Imported Steel, Inc., New York,
N.{’., dated December 15, 1965, and is on file with the committee.)

(Page 207 follows)
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Mr. GrauBarp, Thank you, 8ir. I took the legislation so seriously
I spent many weeks analyzing it. The resolution seems designed to

rovide a patina of official authority for the changes embodied in the
egislation. And we must not overlook the fact that nearly 25 per-
cent of the 535 Members of the Congress recorded their initial sup-
port of this legislation.

There is good reason why there are so many supporters of this anti-
dumping bill. Many of these legislators come from areas of our coun-
try where steel and cement manufacturing provide work for many of
their constituents. And these legislators have been subjected to a
multimillion dollar barrage of propaganda designed first to stigma-
tize steel and cement imports as unfair competitors, and second to
obtain such legislation as would eliminate altogether or cut to a trickle
such imports. 4

Senator HarTee. Document that.

Mr. Gravearp. I would be glad to, Senator.

Senator HARTEE. You tell me that I have been subjected to a multi-
million dollar barrafe of propaganda. I happen to know what I have
been subjected to. I happen to have been asked by most of the Senate
not to go ahead with this, including the steel industry. And I do not
care, am concerned as a Member of the Senats in trying to
strai%hten out what I consider an awful mess. - X suggest that you come
in and document that fully. :

Mr. GrauBarp, Sir, I am not suggesting anything other here than
that the steel mills and the cement industry have had a barrage of
propaganda. May I point out that we have a clipping file in our
office and we can make any number of clippings available to you, Mr.
Chairman, showing exactly what this propaganda consists of. It is
hard to read the newss;apers these days, in fact, without doffing our
hats at the excellent job of the public relations council that the AISI
and its membership are doing. ~

Senator HarTke. If you read the current issue of Iron Age, you
will find out that this whole resolution, the whole hearing, has been
met with less than optimism by every quarter. The only thing is that
I happen to be interested in the, Ipeop e of this United States. I am
not concerned with who it hits. If it bothers you, that is just too bad.
If it bothers anybody else, I don’t care who it is. I want the facts out
here. If youare afraid of the facts, I am not, .,

Mr. GRauBARD. We are in favor of a resolution asking for an inquiry.

,  Senator Harren. Well, don’t talk about & million dollar barrage of
pro da. Let’s just talk about facts. ‘
Ir. GrauBarp, That is a faot, sir. ‘
Senator Hartke: The million dollar propaganda directed at us$
‘Mr. Grausarp, Directed at the entire Nation, sir. ’
- ‘Senator HarrrE., These legislators? You happen to be speaking
to me. I am the author. : ‘
 Mr. Grausarp, I am saKing the legislators who read the newspapers
have to be interested in this and I know you are interested in every-
thing that goes on in our Nation that bears upon your duty, sir.
- Senator ﬁmm Let me say to you, sir, that you are the most—
well, go ahead. : . ‘ ;

Mr. Grausarp. Since Senate Resolution 149 seems to be an offshoot
of this serious. fear of imports as an iniquitous form of competition,
I think it is only proper to hold the indictment up to the light.
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Each and every time that the steel industry has sought an official
finding of unduly burdensome or unfair competition, it has lost.

In 1958, the steel industry brought a wire products escape clause
- proceeding before the Tariff Commission. Within 1 week of the
conclusion of the public hearing in that case, a unanimous Tariff Com-
mission rejected the claims of injury made by the steel industry.

In 1962, a major new assault was made on an important imported
steel product—wire rods. The steel companies claimed that this prod-
uct was being imported in violation of the U.S. Antidumping Act.
But once again, in 1963, a unanimous Tariff Commission rejected their
baseless charges.

In the following years, a number of other complaints of steel durnp-
in% were lodged, examined, and also found to be baseless.

enator HarTRE. Let’s come on back to this so we have a clarifica-
tion. I suppose this is a question of your worrying again, which is,
to say the least, unusual.

Baseless charges mean there will be no basis whatsoever. I am not
defending that action. I am not saying what the net result should
have been.

But there was a finding that the steel was brought in at a less than
fair value price. It was only upon the finding that there was not
injury to domestic industry that the case did not proceed. So there
was a base for the charge.

- Mr. GrauBARD. Sir—

Senator Harrke. Well, now, just a minute. I am just going to
say what I want to say. I amn going to tell you the truth. I mean
this is the fact and the truth, it could not have been brought in front
of the Tariff Commission unless it was found to have that aspect. So
the Treasury Department had to make that ﬁndin% first.

Mr. GrauBarp. May I point out that the law calls for a violation
based upon two factors. If you have only one, you cannot have a
violation. .

Senator HarTkE. You said baseless. This is the point. There is
3uite a bit of difference. I just do not think you want to throw in-

ictments against people for ﬁrooeedin under the authority of stat-
utes which are provided for them and then say if you are not success-
ful, you had a baseless cause of action. I think this would be a re-
markable indictment of our system of legal process.

Mr. Grausarp. Very well. :

But official disagreement with the validity of their complaints
against foreign steel has not ended the steel industry’s campaign
against imports. Beginning in 1963, and continuing today, they have
turned their attention to getting the laws and regulations changed
to fit their case. Theirs is a simple formula for success: If you cannot
xfnake a factual case urider existing law, get the law tailored to fit your

acts. : ,

We urge the committee not to allow Senate Resolution 149 to be used
merely as an additional propaganda vehicle of the domestic steel mills
in their endeavor to stifle legitimate and necessary steel imports. In
so doing, we hope we have made it abundantly clear that we do not
oppose a thorough, unbiased study of steel imports and their relation-
B]Ylp to the U.S. economy and trade policy.
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The threshold (ﬂlestions of such study are: Why does imported steel
find a ready market in the United States? Why do American steel
consumers wish to purchase imported steel? . These questions in turn
raise a whole range of important considerations, which I have pre-
viously adumbrated, touching on the relative efticiency of U.S. and
foreign steel production, mar etin% gractices here and abroad, pricing
policies of the U.S. industry and of foreign steelmakers, indirect costs
of U.S. and foreign steelmakers, the value of steel imports to American
businessmen and to the U.S. economy, and many other factors too
numerous to mention here. : .

Thus, if a legislatively meaningful study is to be mandated—and
not merely a propaganda vehicle to be turned against the American
steel import community—it is absolutely necessary that the broad
threshold questions be asked of an expert study group and that its
hands not be tied beforehand by a narrow definition of the specific
inquiries to be pursued. Only in this way, in our opinion, can an
objective and legislatively useful study be made.

herefore, if the committee should conclude that a study limited
to the steel trade has a present or prospective legislative we re-
spectfully urge that it authorize a comgrehensive study by the Gov-
ernment agency best suited and equipped for the task, the Interagency
Trade Organization, or an equally impartial and expert body.

Before I close my remarks, Mr. Chairman, I would like to express
my surprise that no representative from the Department of State
or from the Office of the Special Representative for Trade Negotia-
tions, Governor Herter’s office, was here today to testify. ese
agencies are vitally concerned with the subject of these hearings and
their views certainly ought to be on record. ,

I know as a matter of fact, sir, that their' representatives would
have been able to answer a number of the questions that you put
}tlo the representatives of the other Government agencies appearing

ere.

Thank you, Mr. Chairman, for permitting Mr. Orban and me to
appear h&are today and for the courtesies extended to us by you and

 your staff.

v Senator Hartke. Let me ask you, do you buy from any of the
cartels in Europe and Japan? . )

Mr. GrauBarp. I can give you some information on that, sir.

Senator HArRTKE. Yes, sir. .

Mr. Grausarp. Perhaps it is best to give it in the form of a story.
A number of years ago, I was in Dusseldorf and I had lunch with
some of the directors of the largest steel mills in Europe. There was
one question they wished to put to me and they were most interested
in this. The question was this: Here we are in Europe regulated by
the high authority, unable to fix our prices, unable to have any kind
of cartelization which we really would enjoy having. Yet in the
United States, without any cartels, with strict laws against any kind
of price fixing, the U.S. steel mills so manage their prices as to have
uniformity which we would very much like to have. Can you tell
us how it is donef )

I tell you this story, Mr. Chairman, because the fact of the
matter is cartels were in great use prior to World War II, but since
that war, based upon legislation on the books of our own Govern-
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ment, based upon the provisions of the Treaty of Rome, cartels are
illegal and price competition in steel in particular, cutthroat through-
out Western Europe. I believe that the State Department would have
an abundance of evidence bearing upon this fact.

Senator Harrse. All right. Thank you, sir. That is all.

Mr. Nelson A. Stitt, United States-Japan Trade Council.

STATEMENT OF NELSON A. STITT, DIRECTOR, UNITED STATES-
JAPAN TRADE COUNCIL, WASHINGTON, D.C, ACCOMPANIED BY
JOHN A. KENNEDY, JR., ATTORNEY

Mr. Strrr. Mr. Chairman, I am Nelson A. Stitt, director of the
United States-Japan Trade éouncil, 1000 Connecticut Avenue, Wash-
ington, D.C. ‘The United States-Japan Trade Council is a trade asso-
ciation representing more than 700 firms concerned with the main-
tenance and expansion of trade between the United States and Japan.
I am also a partner of a law firm which represents several Japanese
export associations whose members ship iron and steel mill products
to the United States, among other destinations. In my statement, I
wish to talk about Senate Resolution 149 not only as it relates to
the international trade in steel but also as it relates to the direction
and conditions of trade between the United States and Japan. -

For the past few years, Japan has been the major supplier of im-
ported steel products to the United States. There is a table 1 attached
to my statement, Mr. Chairman, which demonstrates this fact. Thus,
although Japan is not among the countries referred to in the intro-
ductory clauses of Senate Resolution 149, importers and users of
Japanese steel in the United States as well as exporters of steel from
Japan have an obvious interest in an investigation of steel mill product
imports and their relation to the commerce of the United States. In-
deed, since Japan is the United States’ second major trading partner,
an investigation of so important a commodity as steel is of general
interest to all concerned with United States-Japan trade.

In general, we are in favor of investigations, whether conducted by
the committees of the Congress, independent agencies, or the execu-
tive branch. When fairly conducted, they generally indicate that the
problem is rather different than was at first believed and are helpful
to all concerned. ‘

In this case, where one of the most important industries of the
United States is concerned—one whose activities permeate the whole
economy—it is vital to consider carefully the need, the scope, and the
agencies to conduct any investigation. :

We respectfully submit that the need has not been demonstrated
the scope as set forth in the resolution is extremely one sided an
poorly defined, and the appointed agency is not by itself the right
party to conduct it. i

I take up first the need for a special investigation at this time.

The first question for investigation listed in the resolution refers
to “the possibility of unfair, below-cost pricing of steel mill product
imports to the United States.” There already are procedures, stat-
utes, and forums where a thorough study of “unfair, below-cost pric-
ing” can be studied, and, if necessary, corrected. The Antidumpin
Act of 1921, as amended, creates sanctions for sales of iron and stee:
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mill products in the United States at prices below the price in the
home market when such sales cause injury to an American industry.
The Robinson-Patman Act, provides sanctions for sales of imported
steel at discriminatory prices in the American market. Section 8 of
the Clayton Act has sanctions for below-cost sales of imported steel
made for the purpose of destroying competition or eliminating a
cox;x‘yl)etitor in the United States. In section 5(a) of the Federal
Trade Commission Act, there is a prohibition against unfair methods
of competition, which certainly includes unfair merchandising of
imported steel products generally; and appropriate sanctions issue
upon proof of violation of section 5(a). These laws constitute
a formidable battery of defenses against the unfair, below-cost
pricing of any imported product in the United States. Persons
or companies or industries which feel themselves aggrieved because
of competition from imported steel may take steps to protect them-
selves under one or all of these statutes. It is di&cult to see what a
Department of Commerce investigation can add to the knowledge and
expertise of the Treasury Department, the Tariff Commission, the
Antitrust Division of the Department of Justice, the Federal Trade
Commission and private litigants, all of whom have available to
them—and have experience with—the legislation referred to above, -
The second question listed in the resolution concerns the “impact
of rapidly increasing imports of steelmill products upon the profit-
ability of the domestic steel industry and .the emé)log'ment, income, and
tax revenues generated by that industry.” Profitability, employment,
income and tax revenues are a function of many more factors than
competition from imports; and it would be unrealistic to study the
significance of steel imports without also studying all the economic
factors which. affect the U.S. steel market, including, but not limited
to, the costs, pricing % licies, investment policies, and marketing prac-
tices of the domestic U.S. steel industry. Also to be considered should
be the dependence of independent American fabricators upon certain
types of imported steel and the consumer benefits which competition
creates, whether between foreign and domestic or domestic and domes-
tic steel. In any event, the Trade Expansion Act of 1962 provides a
forum and standards for an analysis of this special kind, as does sec-
tion 332 of the 1930 Tariff Act. The Tariff Commission is an expert
body and it is experienced in analyzing the impact of imports, whether
of steel or some other product. , i
The third question listed in the resolution is “the impact of steel
mill product imports upon the maintenance of equilibrium in the bal-
ance of international payments of the United States.” We think it
basic economics that policies appropriate to the maintenance of overall
balance-of-payments equilibrium cannot be derived by analysis of
specific commodity flows in the trade account. The eminently success-
ful trade policy of the United States presupposes multilateral settle-
ments antf) specialization among trading partners. Adherence to this
policy has been an engine for dynamic growth in the U.S. trade sur-
plus and the international economy; disregard of this lpolicy durmg
the interwar period led to.stagnation in the international economy an
retarded growth in the national economy. If balancing trade between
each trading partner was disasterous, we can say without exaggeration
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that an attempt to balance trade, commodity by commodity, would
utterly destroy the basis for international commerce. .

Even a cursory look at the bilateral relationship between the United
States and Japan demonstrates the fallacy of this commodity approach
to the balance of payments. Japan is the United States second major
trading partner, topped on(liy t& Canada. In its commodity trade
with Japan in the past decade, the United States has had a favorable
balance in all but 2 years, amassing a cumulative surplus of about $2
billion. Major exports from the United States to Japan are chemicals,
machinery and transport equi ment}]a.nd agricultural products.

Inasmuch as Japan generally has had a deficit in recent years in its
own multilateral balance in goods and services, it is faced with the prob-

lem of generating and maintaining sufficient foreign exchange to finance

the purchase of these exports from the United States. This is accom-

gl' ed by capital flows and by selling Japanese goods to the United
tates, steel mill products being an outstanding example.

Even if we narrow our view to the steel industry, we see that Japan,
in order to support its steel-making complex, is a major overseas cus-
tomer for American coking coal, iron and steel scrap, iron ore, petro-
leum coke, and rolling mill equipment.

This brings us back to where we started and merely points up what
this committee already knows: that the bilateral trade has been highly
beneficial to both countries and that multilateral trade has consistently
made a positive contribution to the U.S. balance of payments. No
extraordinary study is needed to dermonstrate this.

As for the fourth question listed in the resolution, “The effect of
efforts of the Government to restrict the outflow of private capital
upon the demand of steel products in foreign countries affected
thereby,” I respectfully submit that the thrust of the question should
be clarified. We interpret the question to mean that the voluntary
balance of payments program administered by the Department of
Commerce has resulted in an absolute decline in capital investment
overseas; that this absolute decline has resulted in a decline in pur-
chases of steel mill groducts by foreign industries; and that this de-
cline in purchases of iron and steel mill products overseas has led to
an increase in sales of such products to the United States. We sug-
gest that even painstaking investigation would yield only highly
speculative answers,

In our view, the first three whereas clauses of Senate Resolution 149
do not establish the need for the investigation they seek. It is quite
true, of course, that imports of foreign steel mill products have in-
creased from 1981 to 1965. But while steel imports were increasing by
7.2 million tons from 1961 to 1965, shipments of the U.S. steel industry
were also expanding by over 26.6 million tons—a growth in absolute
terg)l% <)>f more than 815 times the import growth. (See table 2,
p. 216.

The fourth whereas clause of Senate Resolution 149 attributes a
$1.25 billion drain on the U.S. balance of payments in 1965 to iron and
steel imports. As an estimate of the effect of steel trade on the overall
balance of payments, the figure is misleading. The U.S. exports iron
and steel mill products in significant quantities and the net figure—
which is the only meamng‘gx'l, figure for balance-of-payments pur-
poses—is not $1.26 billion but rather $602 million.
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Furthermore, if we consider the net U.S. trade in steel and steel-
making materiais and equipment—a not illog;lcal uping—the def-
icit is further reduced to $209 million. (See table 3, p. 217.) In
fact, if it were not for substantial U.S. imports of iron ore, the com-
modity balance would be favorable to the United States; ignoring iron
_ ore, a surplus of $155 million would have been achieved in 1965.

But, here again, as has been pointed out, it is not the reciprocal trade
in a particular product or group of products, but the overall trade of
a nation that is important for balance of payments analysis.

As for the fifth whereas clause of Senate Resolution 149, it, too, we
suggest, does not proclaim a need for an extraordinary study pursuant
to a Senate resolution. We assume that British and French exports
of steel to-the United States will be competitively priced; but there
is currently little evidence to suﬁgest that the carve of the business
cycle in eit{er country will provoke the unloading of their steel output
in the U.S, market.

The sixth whereas clause does not state a factual basis as background
for the resolution which follows. The committee will note that the
main thrust of this clause, with its reference to the impact of im-
ports on profitability, revenue, taxes, and employment, is to assume
as gact the very matters which the resolution would authorize for
study.

Ifythe committee decides that there is merit in an extraordinary
study at this time, I suggest that the terms of the study as presently
envisioned by Senate lution 149 -are not broad enough to be
realistic—that they do not really address themselves to the multitude
of factors which must go into a meaningful study of steel imports
in the United States. .

The first question raised lxvsthe resolution concerns the pricing of
steel mill product imports. I have said, there are abundant facili-
ties under American law for investigating prices, whether cha,{fed
by exporters or importers or domestic manufacturers or U.S
fabricators, when there is reason to think such prices arein some way
deleterious. But there is more to the pricing of steel imports than
the “possibility” of unfair pricing. .

. For one thing, if there is to be an assessment of the significance of
imported steel in the United States, it is important to assess the im-

act of foreign steel ugon domestic inflation. As we all know, Presi-

ent Johnson and the Council of Economic Advisers have with deter-
mination worked hard at keeé)in% a stable price level, especially in
basic products such as steel. Steel mill product imports have demon-
strably assisted in this effort. Where import competition is substan-
tial, steel prices have tended to stabilize; where imports are not so
significant, steel prices have trended upward. (See table 4, p. 217.)

or the 11 steel mill products whose total 19656 demand was met by
imports to the extent of 10 percent or more, the weighted BLS whole-
sale price index for March 1966 was 108.7 (1957-59 equals 100). For
the 18 steel mill products whose total demand was not met by imports
to the extent of 10 percent, the weighted BLS wholesale price index
for March 1966 was 106.7. The BLS overall wholesale price index
for finished steel products stands at 104.4. While other competitive
factors may have played some part, it is not coincidental that price
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inoreases in the import-competitive group were slightly more than
half the price hikes of the group less affected by import competition.
"We suggest that, from the standpoint of the economic well-being
of the United States as a whole, steel imports have been useful as an
anti-inflationary tool. It would be a mistake to conduct a study with-
out giving careful attention to this aspect. .

A second area for useful study would be the effect of industry pric-
ing policies on users. I refer here to the debate over the relative
merits of the “price at time of contract” policy as against the “grloe
at time of shipment” ¥olicy. Wheeling Steel, Phoenix Steel, and im-
porters adhere to the former; the remainder of the U.S. industry—all
major companies—to the latter. The subject is hotly controverted;
for example, Mr. Harvey C. Hopkins, vice president of ACF Indus-
tries, has said that one reason for the steel import volume is the failure
of the U.S. steel industry to grant a firm price at time of contract.
It would be useful to have an ob{ective analysis of the matter. Such
an analysis would certainly be relevant to a study of pricing,.

Again, an investigation of imported steel would be incomplete with-
out a consideration of the benefits which consumers and users can
expect from the purchase of imported steel. The availability of steel
from other than domestic sources in & period of short supply, access
to a range of materials reflecting worldwide technological advances, the
importance to the independent fabricator in being free from total
dependence on & single source for his semifinished material, particu-
larly when the single-source supplier may be competitive with the in-
dependent fabricator on sales of the finished product—such dual
distribution problems will be dealt with by other witnesses, I am
sure—these are a few of the serious and debated questions which a
conscientious study of the steel industr{{go ht to consider.

The second question set out in Senate ution 149 can, I suﬁgvest,
be made both clearer and more precise. Since the resolution calls for
a study of the U.S. steel industry’s profitability with respect to im-
ports, the implication is that. the resolution would authorize a study of
the cost structure of the domestic steel industry. It is obviously im-
possible to determine the relation of a single factor in a market to
profitability without an evaluation of all other factors bearing upon
profits. Since a profit figure is simply an accounting device, the
resolution apparently contemplates an analysis of such matters as divi-
dend payments, investment decisions, equipment and facilities, de-

reciation allowances, cost of raw materials, cost of overhead, cost of
abor, and cost of executive compensation, as well as demand and
supply conditions in the market. We believe investigation of these
questions should be spelled out in a resolution approved by this com-
mittee. .

Similarly, employment generated in the steel industry may well be
deserving of careful study at the present time, when there appears to
be a tightness in labor supply, at least in certain areas. The United
States Steel Corp. has been attempting to persuade steelworkers to
move from Pittsburgh and other areas to Gary, Ind. in order to
relieve & short supply in the latter city. The chairman of Inland
Steel has complained that the labor shortage is causing otherwise
unnecessary overtime pay. Bethlehem Steel has 500 job openin%s at
its Lackawanna, N.Y., plant and expects the labor shortage problem
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to worse. Forecasts of production for the current year are hi%},l’
and thus the labor shorta,fe will have an important bearing on the
industry’s profitability, This is a problem which can use%ully be
studied with care.

Much has been made in statements by some industry spokesmen of
the loss of jobs to steel product imports. On the one hand, there are
more steel production workers employed today than in the past 5 years.
Ou the other hand, steel labor productivity has increased at an amaz-
ing pace over the same period. The steelworker in 1965 produced 24
percent more in finished steel products shipments than in 1961 (see
table 5, p. 217). Mill modernization and the introduction of auto-
mation—more efficient blast furnaces, basic oxygen steel furnaces, new
continuous casting facilities, computerized ro{lm mills—have elimi-
nated more jobs than growing imports ever could; this is all to the

ood, of course, in view of the labor shortage problem reviewed above.

n fact, despite higher wages, it has been suggested that unit labor
costs are declining, at least at today’s rate of operations. All these
factors deserve a piace in any serious study of U.S. steel markets and
the impact of import competition.

Another aspect of industry performance which must be studied in a
realistic analysis of imports 1s the current and past availability of
semifinished and finished steel products. Availability is a function of
demand and also finishing capacity, and over the past 18 months there
has unquestionably been a relative tightness in steel supply in various
groducts from time to time. The question is at least open whether the

omestic industry could or will be able to supply purchasers with items
within a reasonable time, and at a reasonable cost to the producers
themselves. Imports have helped to relieve the market tightness, to
the benefit of f{mrclmsers, and this, too, is relevant in a study of the
industry’s profitability.

Finaily, it would be misleading to ignore the importance of imports
in generating employment among independent fabricators, dockwork-
ers, transportation workers, and other import-related employment.
We do not claim that imports of steel generate as much employment. as
does the domestic steel industry—the volume of imports and the vol-
ume of domestic production and shipments are magnitudes of a very
different order. We do claim that this aspect of employment is perti-
nent to a study of employment, imports, and domestic ‘production.
Further, the study should not ignore employment attributed to exports
and export-related industries,

The domestic tax consequences of international trade are complex
and intricate; a realistic evaluation of these consequences requires
carefully defined assumptions and rigorous, broadly based analysis.
Among the various aspects such a study ought to include are tax
revenues generated in industries engaged in the importation, distribu-
tion, use and/or fabrication of imported steel and steelmaking ma-
terials, as well as tax revenues generated in industries engaged in the
exportation of steel and steelmaking materials. Another factor would
be the generation of foreign exchange abroad to permit the purchase
of U.S. commodities by foreign buyers, thus swelling the tax revenues
of U.S. gxi)ort,ing industries. Moreover, the tariff revenues collected
on the steel imports shbuld not be overlooked.
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Finally, should the commmittee determine that it is §ood policy to
forward with a study of steel imports, we respectfully urge that the
study be broadened and deepened to include the investigation of the
entire U.S. steel economy, including the questions and factors dis-
cussed heretofore in this statement.

If an investigation is to be conducted, we suggest that the subject
matter touches the responsibilities of many departments and agen-
cies of the Government which accordingly oufght to be included on the
board of Inquiry. We have indicated some of these areas and agencies
above, and merely stress here that if the role of steel sales in the U.S.
economy is involved, it would be imprudent to omit the Council of
Economic Advisers of the President from the board of inquiry.

I thank you, sir.

(The tables referred to follow :)

TaBLE 1.—U.8, imports of steelmill products dy source

Belglum-| West " | united
Yeoar Japan | Luxem- QGer- Franos | King- | Canada | Others | Total
bourg many dom
1001:

Thousand net tons. . 507 1,080 490 31 186 304 226 3,103
“?;mmt. ............ 19 33 18 10 8 10 7 100
Thousand nettons..| 1,071 | 1,246 460 200 250 %7 0] 4100
lo&m- | 2O, 2% 31 1 7 [} 9 10 100
Thousandnettons..| 1,803 | 1,270 539 359 Mo 588 841 546
o%"ement ............. 33 23 10 7 [] 1n 10 100
Thousand net tons.. 2,446 1,384 676 40 288 692 817 6,440
9%’:ment........,..... 38 21 1 7 4 n 8 100
Thousand net tons... 4,418 1,751 1,178 838 720 644 814 10,383
Percent.....ceanc.n. L] 17 1 8 7 [} 8 100

Source: American Iron & Steel Institute.

TABLE 2—Trends in the U.8. steel market—1961-65
Increass in Total increase—
domestic Increase in domestic ship-
shipments imports ments plus
imports

Perlod
1,000 net | Percent| 1,000net |Percent] 1,000nct |Percent
tons tons tons

4,42 6.7 037 | 29.6 8,963 1.7

8,003 7.1 1,346 | 328 6,349 8.5

9,300 | 124 o] 18.3 10, 384 12.8

2 0.1 33| 6L2 11,664 12.8

Entire period 1961 to 1965 20,340 | 40.1 7,20 | 228.3 33, 760 448.7

1065 to 1066 . 1,000 11 -1,400 | -13.3 -400 -0.4

R r;d l:.;stlrxggo for 1968 based on recent scattered comments by U.8. steel industry leaders as reported in the
press,

Bource: American Iron and Steel Institute (oxcept 1068 estimate).
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TABLE 8.—1965 U.8. imports and ewports of steel-mill produots and steelmaking
materials and machinery

{In millions of dollars)
Commodity U.8. imports | U.8, exports Balance

Iron and steel products 1,281 629 -603
Iron of6......... “e 80 ~384
Iron and steel s 8 108 :tlw
Blmmlnous coal. . 2 485 463
Petroleum ooke. .... - [¥]
Rolling mill machinery. 3 a5

Total. cacenvaconnnnann X . 1,688 1,479 -~200

Bources: U.8. Buresu of the Census Reports FT 128 and FT 410,
TasLe 4.—FHffect of steel product Cmpagz‘; upon U.S8. steel prices, calendar year
1

U.8. mill Imports $ Apparent Imports March 1068
Product shipments ! (1,000 consumption?d| as peroent BLS

,000 net tons) (1, of apparent | Wholesale
net tons) net tons) oonsumptlon Price Index ¢
........ 320.6 3.8 645.4 80.3 90.8
Carbon steel wire 1,270.8 1,353.8 2,883.1 40.8 101.4
arbed wire........ 106.6 4.9 181.8 41.3 06,7
Woven wire fencing.. . 111.9 41.1 188.0 2.9 102 4
Carbon ateel standard plpe. ..... 2,612.8 740.8 3,359.8 29 06.4
Stalnless steel drawn wire.. ..... .8 8.6 3.4 19.2 108.3
Stainless steol cold rolled sheets. 180.9 3.0 220.9 16.8 78.2
Concrete reinforceing bara....... 3,149.8 867.0 3,716.8 18.3 06.8
Carbon steel hot rolled sheots... 10,315.3 1,707.0 12,012.8 15.0 108.8
8tructural shapes...... 8,787.4 4.6 6,722.0 13.9 110.1
Carbon steel drawn wi 2,776.2 408.3 3,170.5 127 103.8
Carbon steel bll!eu, etc.. 2,003.6 2078 2,300.9 9.0 108. 8
Carbon steel & ...... .- 8,872.8 L7 0,344.2 8.3 107.3
QGalvanirzed steel sheets. . _....... 4,849.7 304.2 5, 43.9 7.5 1120
Carbor: steel cold rollod sheeta... 16,846.9 1,218.4 17,568.3 6.9 108.8
Carbon steel hot rolled bars 1 6,089.2 497.0 7,480.2 6.6 108.9
steel oll well 1,2200.8 w1 1,304.4 8.9 107.8
Alloy steel billets, ete 588.8 31.2 586.8 8.3 103.9
Carbon steel black plate... $7.7 23.0 450.7 8 100.4
tainless steel hot rclled bars 87.8 23 8.8 3.8 110.3
d 87.8 2.8 00.1 28 108.8
Eleotrolytlo tin p! 6,073.8 121.9 6,108. 8 20 108.7
eas ¢ loold rolled strip... aN7.0 8.8 2823 L9 .7
Carbon stee] cold rolled steip.... 1,2714.2 19.8 1,34.0 1.8 1010
Carbon stesl hot rolled strip...... 1,720.0 2.9 1,745.9 L6 104.3
Alloy steel cold finished bars. ... 2i8. 2 3.9 .1 1.4 108.9
Carbon steel cold finished bars. . 1,843 18.1 1,532 4 12 106.0
Alloy stee] hot rolied bars.. 32088 2.9 322.6 L1 100.0
34%. 4 27 2i0.1 .8 107.6
11,174, 0 748.3 11,922.8 (L 38 PR,
Total.. connmienanana ———- 93,0660, 2 10,883.1 103,049.3 10.1 104. 4

:%!%erg:an Irog&x'x,d (s:ml Institute. —

.8, Bureau o Consus, reports

3 U.8. mill shlpments plus imports; U.8, exports and inventory changes not considered,

¢ March preliminary indexes, subject to correction. Base perlod: 1057-59 average equals 100,

TasLy 5.—U.8. steel industry lador productivily

Aver nn'go
Ingot Pro- Product Average nnnunlmot mnu ip-
Year duct shipments number of | production
(1,000 net (1,000 net production ?ot produo- produ fon
tons) tons) workers fonn worker | worker (net
(net tons) tons)
mx. - 98, 014 06,126 405, 924 4.8 162.9
98, 338 70, 352 402, 003 244.3 178.2
1908. . 100,281 78,588 406, 536 300. 4 126.3
1064.. 126, 631 84,045 484,634 202.0 105.4
1065. - 131,181 03,066 488, 839 286.1 203.1

Bource: Amerioan Iron & Steel Institute.
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Senator Hartke. All right, sir. :

Just for the sake of correcting the record. With regard to two
accusations about inaccuracy in the resolution, on the amount regard-
ing one of the whereas clauses on page 2, I am going to read that:
“Whereas at the current steel prices and at the current rate of steel
mill product imports, such imports will amount to a drain on the U.S,
balance of payments of more than $1.25 billion in 1965,” which was
- stated by the previous witness as being absolutely false and misleading.
On the basis of the information on imports for 1965 which were avail-
able for that time, and for the immediate past quarter, which was the
period of April, May, and June, because this was introduced in Sep-
tember, there were steel imports amounting to $104,521,833 in April,
$113,944,449 in May, $135,243,562 in June, which makes a total of $352
rnillion-plus. Now, on an annual basis, this would not be $1.25 mil-
lion, but since the resolution says more than that, it would be on an
annual level of $1.4 billion. :

Mr. Strrr. Your arithmetic is correct, sir. . :

Senator HarTre. Let us just not say, then, that when I make a
statement on the resolution, it is inaccurate, and accuse me of
falsehood. ‘

Mr. Strrr. My suggestion is not the inaccuracy of your statement.

Senator HARTKE. %ehee previous witness saig it was absolutely

. inaccurate and false.

Mr. Strrr. My problem is not the estimate——

Senator HarTke. I can’thelp what your problem is.

Mr. StiTT. It seems to me you should consider the net trade in steel,
not just the imports, when you are talking about the imbalance in
balance of payments, N

Senator HarTke. I am not objecting if you want that done. I think
it certainly should be done. I am just pointing out that when some-
body says a statement is incorrect, do not just say it is incorrect, say
you object to not including anything else.

. Mr. Stirr. I will amend my statement, sir, to say I think it is
ncorrect.

Senator HarTke. I am not asking you to amend anything.

Now, then, on your statement, you object to the need for the investi-
gation on the basis that no need has been demonstrated. All I can say
to you, sir, is that if the facts show there is no need for it, you would
not be hurt. I cannot understand why you protest so lou(ﬁy‘

_ Mr. Strrr. All we have said, sir, as I said in my statement, is we are
in favor of investigations. However, we believe in an investigation of
the scope contemplated by this resolution would be meaningless.

Senator Harrke. I am not objecting to your suggesting other fac-
tors to be included. I just do not want you misstating the facts, which
seem to be so prevalent. ,

I also objected to the Commerce Department. If you listened to the
t»estimonl)ly of the Commerce Dt:lpartment, you know that I did not take
it that they were overenthused about this resolution at all. In fact,
I take the contrary opinion. But I trust them. I do think they would
be fair and objective if they undertook it, and the resolution clearly
says—if you take the time to read it—“utilizing other appropriate
Federal agencies.” .
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You happen to like the Tariff Commission and the previous witness
liked another one. .

Mr. Strrr. Noj; I think the Council of Economic Advisers, sir.
. Senator Harrre. All right, bring the Council of Economic Ad-

visersin. They are part of the Federal Government. I am not object-
in% to anybody coming in. .

might point out some of the fine testimony before. This is a. fine

document you put out. This is part of the multi-million-dollar bar-
rage. It was just not directed in the direction which the previous wit-
ness indicated. This is part of the propaganda which I previously
introduced, along with this document,

(The document follows:)

[From a pamphlet of the United States-Japan Trade Council, February 1966]

PROTECTIONISM IN DISGUISE: SOME QUESTIONS AND ANSWERS ON THE PROPOSED
AMENDMENTS TO THE ANTI-DUMPING AoT

INTRODUCTION

Bills are now pending in the Congress of the United States to effect a series of
amendments to the Antidumping Act. These bills have been artfully presented
as intended to close loopholes in the present law, to introduce greater certainty,
speed, fairneas, and efficiency, and to carry out the spirit of the antitrust laws
and other existing unfair trade laws. By such presentation the endorsement
of over 100 Senators and Congressmen has been obtained.

In fact the amendments would not accomplish the claimed objectives, but
would turn the present Antidumping Act—already a significant non-tariff trade
barrier—into major protectionist legislation. They would raise new obstacles
to the importation of products into the Unitéd States and would invite retaliation
abroad against U.S, exporters.

* Dumping is inherently an elusive concept requiring difficult judgments, firet
in determining whether an exporter’s price to a particular country is unduly
low compared with prices for other markets and then in evaluating the conse-
quences of the importations for the industry and the economy of the importing
country. Over a period of time, the results of proceedings under the United
States law are bound to reflect the judgments of administering agencles as to
how the Congressional intent expressed in the Antidumping Act should be car-
ried out in the light of the basic United States economic policies. The results
can obviously be altered by shifts in the way the administrators’ judgments are
applied or by tinkering with the legislatively prescribed standards. Thus, pro-
posals to amend the law cannot be evaluated in a vacuum, or simply by reference
to abstract dogma, but only by whether the rcsults over a period gre consistent
with fundamental U.S. trade policies and interests.

The extremely technical character of the Antidumping Act and of its admin-
istration makes it easy to misunderstand the objectives and consequences of
the proposed legislation. The legislation has been put forward principally by
the American steel and cement industries, which are chagrined because they
have not been able to invoke the Antidumping Act successtully to keep out com-
petitive products. The proposed amendments represent an attempt by these
industries to alter the rules so that it would be almost impossible henceforth
for any dumping complaint to fail.

The objective of this pamphlet {8 to explain the truly protectionist nature of
the proposed amendments and the reasons why they are not compatible with the
trade policy of the United States—a polioy which was developed under Presidenis
Roosevelt, Truman, Bigenhower, Kennedy and Johnson and which has received

1 At the end of the first sesslon of the 89th Coneress (October 196%), thirty-two Sena-
tors had sponsored S. 2048, introduced by Senator Vance Hartke, and ninety-six members
of the House of Representatives had introduced bills llke H.R. 8510, introduced by
Congressman A. Sidney Herlong, Jr. Altogether one hundred twenty-nine Congressmen
have Publlcly supported changes in the An dumplnﬁ' Act of 1921, 19 U.8.C.A. §§ 160-72
(hereinafter referred to as the Antidumping Act}. he House and Senate bills are identi-
cal; citations for the proposed amendments will hereinafter be made to the House bill.
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atrong bdi-partisan mlmort from Oongress and overwhelming endorsement from
the American people. .

This pamphlet is intended as a contribution to a debate on a national issue
on behalf of members of a trade association committed to the encouragement of
foreign trade, and trade with Japan in particular. Thus we do not claim to be
disinterested. We ask only that the propositions here put forward be judged
on their own merits in relation to the interests of the United States.

, . SOME QUESTIONS AND ANSWERS
1. What i3 dumping?

Under United States law and under the General Agreement on Tariffs and
Trade, damping is selling goods in another country at prices lower than those
at which the goods are offered in the home country (or under some circum-
stances in a third country), when the consequence of such sales is or is likely
to be material injury to the domestic indu.stry in the receiving country or to
prevent the establishment of such an industry.' Appropriate adjustments must
be made in order to make a valid comparison of the prices,

2. I: 4t dumping simply to sell in the United States below prices prevailing heref
No. It is not dumping to undersell a competitor, whether American or foreign,

whether in the United States or elsewhere. The notion that “dumping” and

“anderselling” are equivalent terms is a common misconception of the statute.

3. I3 it dumping to sell in the United States below costf

Noi uecessarily. The comparison invariably made in a dumping investiga-
tion is between prices of goods sold in the United States and prices of goods sold
in the exporter’s home country or a third country. The question of costs is
normally irrelevant.

4. I8 4t dumping to sell in the United Btates below the market price in the home
couniry? )
Not necessarily. It is dumping only if the result is to cause material injury
to an American industry.
Actually, differential pricing, to use a less loaded term, may be beneflcial rather
than injurious to the country receiving the goods at the lower price.* Obviously,

 This pamphlet is designed for the general reader. For a penetrating and more technical
analysis of the terms of the bills and their consequences, see “U.S. AntiDumping—At
Pregent and as Proposed b{):he Herlong-Hartke Bill, —A Report to the American Institute
l'orignpoatﬂi gte?l. Inc.”, December 15, 1965, prepared by the law firm of Graubard, Mos-
kovitz and McCauley.

s Anﬂdumglnz Acyt, 19 U.8.C.A, § 180; General Agreement on Tariffs and Trade (GATT)
Article VI (). The United States statute also provides for a comparison of the Eﬂce of
the exported merchandise with “‘constructed value,” as defined in the statute (19 U.8.C.A.
&165) ; this provision has had little or no practical a plication. The United States statute

oes not state in so many words that injury must “material” ; however, the law has
been applied as to uire material iﬁgry. United States Tarlff Commission, Titanium
Dioxide from France, A.A. 192181 (1 ). The language of both GATT and the proposed
amendments to the Antidumping Act state that injury must be material.

¢ H.g. Jacob Viner, Dumping: A Problem in International Trade 187-88 (1928). In the
claesical work on the subject, the eminent economist Jacob Viner, the father of the Anti-
dumplnq Act of 1921, emphasized that injury is essential to the concept of dumping. The
complexity inherent in assesslnf the mic q of sales below home market
Prlce is a‘ptl{ fllustrated in the following &assage from Viner : “There occurred in England
n 1803 {n the course of a vigorous controversy in which the supposed need of British
manufacturers for Protecﬂon against forelgn dumping played a prominent role what was
probably the fullest examination and discuseion that has ever taken place of the effects of
aumping under specific circumstances on the industries of the country dumped on. English
steel manufacturers were at thig time making vPoroua complaints against German and
American dumping, and some of them were claiming that they were suffering serious
injury from this dumging. But these complaints lost most of their force when it was dem-
onstrated that two of the most prominent complainants were the heads of steel-manufac-
turing concerns which had never before been as prosperous as at the vel;y moment when
they were allexedlg in serious danger of being forced out of business by forel dumph:_%
competition. Another steel manufacturer, who was concerned lest such complaints conve:
the British public to the policy of tarift protection, challenged the protectionists who were
making use of the dumplngoargument to cite a single instance of an English steel concern
which had been driven into liquidation by foreign dnné?lnf. and asserted that he knew of
many which had been saved from serlous financial difficulties by the availabllity at low
grices of forelgn dumped raw materials. The valid conclusions to be drawn from this con-

roversy apparently were to the effect that the injury to British producers of raw materials
from the foreign umplnf was more than offset by the gains to the producers of more
highly manufactured steel products from the cheapness of their raw materials resulting
from the dumping. e dnmiﬂng served to hasten the process of shifting from the pro-
duction of iron and steel to the production of finished commodities which had already
been under way and which the changed conditions of the British steel industry demanded
in any case.” Id.at 142-48,
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the consumers in the receiving country are benefited by being able to buy goods
at lower prices. If tthe country does not produce or plan to produce goods of the
type in question, the benefit is unqualified. If the country does produce such
goods or desires to produce them, then the benefit has to be weighed against any
detriment that may result to the domestic producers.

5. Does the United States ever sell goods cheaper abroad than at home?

Yes. It is the official policy of the United States to dispose of its agricultural
surpluses abroad at prices lower than the artificially supported home market
prices. It is widely known that American corporations, particularly in the
chemical and extractive industries, sell large quantities of their goods in foreign
countries at prices lower than prices in the United States.

As the Journal of Commerce commented in a recent editorial, “What better
country to lead the parade [toward an international agreement on antidumping
measures] than the United States itself, which enjoys the double distinction of
being at one and the same time one of the world’s greatest and most persistent
‘dumpers’ and one of the nations most sensitive to its evils when its fancies itself
the true victim?”® -

6. Is differential pricing illegal within the American market?

Not necessarily. United States law nrecognizes that differential pricing is
normal in the marketing of goods of many kinds and in many different situations.
It is normally good business for a producer to sell additional production at a lower
price if in doing so he covers more than the additional cost of producing the
goods, Differential pricing is also good business when it is intended to meet
competition or to introduce a new product or to reflect differences in costs at dif-
ferent levels of distribution, Price differentials are inherent in the price flex-
ibility essential to a free market economy.

At the same time, American law recognizes that a balance must be struck
between the producer’s or seller's interest in flexible pricing and the interest of
competitors and customers and indeed of the producer himself in a system of fair
price competition. The balance is struck by creating sanctions against certain
kinds of unfair differential pricing.

Thus the Robinson-Patman Aect bars price discrimination between different
purchasers of merchandise of like grade and quality only when the effect or
probable effect is to lessen competition substantially or to tend to create a
monopoly.® The Robinson-Patman Act also makes it illegal to establish price dif-
ferentials on a geographical basis in the United States or to charge unreasonably
low prices only when the purpose is to destroy competition or eliminate a com-
petitor—the classic case of predatory pricing” The Federal Trade Commission
Act can be directed against differential pricing only when such pricing is found
to be an unfair method of competition.,* The Sherman Act can be invoked against
differential pricing only when it is the result of combination or is an attempt to
establish a monopoly.®

In short, whether differential pricing is wrong under American law depends
on facts other than and additional to the price difference. It is simply not
enough to point to a price differential and cry “foul”.

7. Who i8 complaining about the present U.8. laws, and why?

The Herlong/Hartke amendments to the Antidumping Act were initiated by
representatives of the domestic steel and cement industries and are supported
by certain portions of a few other industries.’® In recent years these industries
have filed complaints under the Antidumping Act, which for the most part were
rejected after thorough investigation under established rules and procedures.
Their complaints having been unsuccessful, they are now seeking to change the
rules.

1. 2.
. §13(a).

(=)

& The Journal of Commerce, June 4, 1965, n. 4, ¢

6§ 2(a) of the Robinson-Patman Act, 15 U.8.C.

7 § 8 of the Robingon-Patman Act, 15 U.S.C.A. § 13a,

8¢ 5(a) of the ¥ederal Trade Commission Act, 15 U.8,.C.A, § 45(a)(1).

° 88§ 1 and 2 of the Sherman Act, 15 U.S.C.A. §§ 1, 2,

10 Senator Hartke stated that a predecessor bill to 8. 2045 had the support of the fol-
lowing industries: automotive parts; supplies and equipment ; bralded rug; cast iron soll
pipe; cement; china; copper and brass; electrical and electronics ; fine and specialty wire;
fish ;: glove: hardwood plywood : hat: musical instrument; sclentific apparatus; shoe and
leather: tool and stainless steel; vegetable and melon; wire and cabl2, 111 Cong. Rec,

12541 (June 9, 1965).

Ha_\b
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8. What are the important steps in applying the American Antidumping law?
Briefly summarized, the Antidumping Act of 1921 provides as follows:™ If

1 These procedures in the Bureau of Customs and the Treasury Department are de-
seribed in detail in 19 C. IR, §§ 14.6,-.13, 16.21,-22, There are no special procedures for the
Tariff Commission phase of an antidumving investigation. The following is a more
detailed deseription of the stages of an investigation. If it has reason to think there may
be dumping or if there are complaints, the Bureau of Customs makes an investigation
to determine whether or not the products in question are being sold in the United States
at prices lower than those in the home market (or under certain circumstances in third
countries). The statute also provides for a comparison of the prices in the United States
with “constructed value,” but this comparison is rarely if ever made. 19 U.S.C.A. §§ 164,

5.

The first step in the investigation is to screen the complaint at the Bureau of Customns
in Washington and to return {t to the complainant if it is “patently in error” or if the
product in question is imported and is likely to be imported in only insignificant guanti-
ties, If the complaint passes this threshold step, a notice is published in the Federal
Register stating that a described product imported from a particular country or from a
particular firm or firms is being investigated and summarizing cursorily the information
:évlnl{{lblls &(() 1()21(1&;30(1{1)5. This 1s referred to as an “Antidumping Proceeding Notice.” 19

IR, 14,6 (¢ .

The next step is the preparation of a questionnaire by the Bureau of Customs for
transmittal to the firms sald to be dumping. Usually the questionnaire is sent to the
foreign firm by way of diplomatic channels; the country whose firms may be involved is
kept informed through the Department of State. Invarlably a quite lengthy document,
the questionnaire asks for detailed information on the volume of home country and
export sales, channels of distribution, eredit policles, prices of merchandise during a
glven perlod, specifications, eircumstances of sales, ete. The purpose of these gquestions
1s to determine which pricey should be compared (prices of exported products with either
home country or third market prices), whether purchase price or exporter’'s sales price,
and what the ex-factory prices in the period actually have been. “Purchase price’” and ‘‘ex-
porters sales price’’ are technical terms, and refer to the price charged in the United
States or to the United States. 19 U.S.C.A, §§ 162, 163, Choosing one price or the other
depends upon whether the United States sale is made by a subsidlary or branch in the
United States or by a foreign corporation outside the United States. The guestionnaire
also seeks information necessary to determine whether there are differences between the
{)roducts sold in or to the United States and those sold at home or in third countries
n the specifications or in the circumstances of sale or in other relevant factors that
ought to be taken Into account to make a price comparison valid. Supplementary requests
for information usually follow the questionnaire, and it is not uncommon to send Treasury
agents in the country concerned to the offices of the company or companies for on-the-
spot investigation. At this and other times, persons with an interest in the investigation
are free to give data and views to the Bureau of Customs informally. Since a dumping
investigation is not an adversary procveeding, there is maximum flexibility in furnishing
information the government needs.

When evidence has accumulated showing reasonable grounds to suspect sales below the
forelgn market value, the Bureau of Customs orders a “withholding of appraisement.”
19 C.F.R. § 14.6(e). This is an instruction sent to the various United States ports of entry,
and published in the Iederal Register, directing the ports to suspend the collection of
duties on the products under investigation from the company or country concerned, It is
referred to as a “withholding of Appraisement Notice.,” ~Under certain cireumstances, the
withholding applies not only to current importations but also to any importations on which
duties have not been paid and which were imported from 120 days prior to the day on
which the question of dumping was raised. 19 C.F.R. § 14.9(a). A withholding notice does
not mean that the merchandise must be left in a warehouse until the dumping investiga-
tion is over. It does mean that the importer must put up a speeial bond to cover addi-
tional duties which would be owing if “dumping’ is eventually found. Obviously such a
bond ean be a substantial expense to the importer, particularly if the withholding is
retroactive, Obviously, too, a withholding notice creates uncertainty about an importer’s
potential liability for duties and hence the real price he pays for his merchandise; for a
variety of reasons dutles may not be “liquidated’” (i.e., finally paid) for many months or
even a year or more after the goods have been entered at a port and shipped into the stream
of domestic commerce,

This stage of the investigntion is called in technical jargon a ‘less than fair value”
(LTFV) investigation, It will last at least several months and perhaps a year or more,
It is concerned with ascertaining the prices to be compared and, most importantly, the
adjustments which must be made in quoted prices to make the comparison meaningful
and fair. The calculation and allowance of adjustments is both the most crucial and the
most complex aspect of it, since it is the adjustments rather than the list prices which
establish the nctual ex-factory prices to be compared. At the conclusion of this investiga-
tion the Bureau of Customs’ information and recommendations are referred to the
Assistant Secretary of the Treasury with jurisdiction over Customs matters,

The Assistant Secretary examines the Customs report, accepts, modifies, or rejects
the recommendations (or perhaps requests further study). and after drawing his own
conclusions publishes in the Federal Register a “Notice of Tentative Determination” that
there have or have not been sales at less than fair value. The notice provides that
interested persons (not simply the complainant) may submit relevant information or views
within a stated period of time; if the Secretary wishes, he may even hold a hearing.
After all of this has been done, the Secretary makes a final decision that there have or
hlu":(: I:"ml: gee;nSI(IT)I«‘V sales and publishes a notice to that effect in the Federal Register.
19 C.F.R. § 14.8(a),

What has been described is a full-seale LTFV investigation. Of course, the investiga-
tion may terminate hefore all these steps are taken, either because there is no cuse
or because the foreign firms said to be dumping have revised their prices and given
assurances they will err no more, or stopped selling in the United States; or it may be
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there is reason to think, from complaints or other information, that there may be
dumping, the Treasury Department investigates to determine whether cr not
the imported products are being offered at “less than fair value”. “Less than
fair value” is a technical term which, roughly stated, means less than the price
at which similar goods are being offered in the home market or in third mar-
kets, after appropriate price adjustments to make the comparison valid. An
example of such adjustments are the various costs assoclated with sales in the
home market that are not normally connected with export sales. )

Additionally, there is one other decision taken during the price investigation
which is of vital importance to importers. Treasury may order a ‘“withholding
of appraisement” on all entries at any time the evidence collected begins to in-
dicate probable less-than-fair-value prices. This means a suspension of their
duty status pending the outcome of the dumping duty issue. Thus, the pricing
of subsequent import shipments becomes uncertain,

If the Treasury Department finds sales at less than fair value, the case is then
sent to the Tariff Commission to determine whether or not there is injury to an
American industry. If the Tariff Commission finds injury, the matter then goes
back to Treasury for calculation of a special customs duty to be imposed on the
products in question from the country concerned (or sometimes from the particu-
lar producer) ; this duty is equal to the difference between the home market price
and the export price. The dumping duty, as it is called, is intended to bring the
price at which the goods are offered in American markets up to a price which is
not a less-than-fair-value price.

There are thus two critical aspects of the decision whether a dumping duty
should be applied. The first is the determination of sales at less than fair value,
and basie to this are the adjustments allowed by Treasury in making price com-
parisons, The second is the determination of injury, and basic to this are the
concepts of injury which are applied by the Tariff Commission.

9. What kind of changcs arc being proposed?

Some are so ‘unreasonable that it is difficult to believe they are seriously in-
tended. At the other extreme, some are merely declarative of present practice.
The latter have apparently been included in order to appear fair and reasonable,
the former in order to have some sacrificial offerings to pacify the objections of
the trading community. Somewhere in between are changes which would, if
enacted, seriously alter the impact of the Antidumping Act.

The changes fall into three categories:

Standards for determining fair value.—As indicated above, a critical phase
of an antidumping proceeding is the calculation of adjustments that must be
made to establish a fair comparison between actual foreign prices and actual
prices for sale to the United States. The amendments would introduce rigid
formulas which would make it virtually impossible to claim legitimate adjust-
ments.

terminated for some good reason at the discretion of the Secretary. 19 C.F.R. 14.7(b) (9).
In the latter situations, there is not made a LTFV determination, properly speaking.

The segpnd stage of a dumping investigation is to determine whether there is material
injury to a4 United States industry, The responsibility for this determination belongs to the
Tariff Commission. The Commisslon must complete its investigation within three months.
19 U.S.C.A. § 160(a). Although_usually not as lengthy as the Treasury proceedings, this
stage Is quite as important as the LTEFV Investigation.

The Comission may or may not hold a public hearing, but usually does so, either
on its own motion or upon request. 19 C.F.R. § 208.4. 1t is not an adversary proceeding,
but interested persons (for example, the complainant and the person said to be dumping)
usually make arguments to the Commission on the question of injury and the definition
of an industry, are questioned by the Commissioners and the Commission’s staff, and
may be eross examined by each other. The Commission staff sugplements a hearing with
its own studies of an industry, virtually all of which are confidential and therefore un-
available to persons on the other side of the proceedings. If the Commission finds no
injury, the investigation at last comes to an end, If it finds injury, the investigation is
referred back to the Treasury for the final stage.

The third ~nd final stage is the caleculation of the special dumping duty. 19 U.S.C.A.
§161(a). ‘whig is published in the Federal Register and is a duty equal to the difference
between the actual home market (or third eountry) prices and the actual prices at which
the goods wera sold to the United States purchaser. It is added to the usual duty on the
merchandise anG 1.8 purpose is to bring the price at which goods are offered in American
markets up to a price which is not a less-than-fair value price. It applies to all past
importations which have been subject to a withholding and applies to all future ones
where there occurs an appropriate price discrepancy. (Theoretically, the special duty can
continue forever; as a practical matter, prices adjust or sales cease, and there are pro-
visions in the regulations for seeking a revocation or termination of the special duty.
19 C.F.R. § 14.12. There are, however, no procedures in the statute for revoking the
special dumping duty.
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Standards for determining injury.—The Tariff Commission now enjoys con-
siderable discretion, and possesses considerable expertise in determining whether
there is injury to an industry in the United States. It is analogous in this respect
to courts and regulatory agencies which apply other economic legislation, such
as the antitrust laws and the statutes regulating shipping. The amendments
would introduce a series of automatic, conclusive tests of injury which would
make the Tariff Commission a rubber stamp. Reasoned analysis of the economic
signittlgance of the facts would be virtually eliminated from the injury deter-
mination.

Procedure.—The procedural changes are designed to give domestic producers
greater access to confldential business data obtained from their foreign com-
petitors and greater opportunity to harass them administratively and in the
courts. Parties to the import transaction would not be granted equivalent op-
portunity to challenge data supplied by the domestic producers.

70. What is wrong with these changes in principle?

The sensible test for judging whether amendments to the Antidumping Act
are needed at all is whether the act as now administered serves the purpos: for
which it was enacted, that is, protection of American industry from unfair,
predatory foreign price competition. There is no evidence that the act as ad-
ministered does not serve that purpose. Therefore, amendments which would
result in the imposition of dumping duties in many more cases can only bhe as-
sessed as protectionist. They would be contrary to the policies which the United
States is pursuing under the Trade Expansion Act of 1962, and indeed which it
has pursued since the Trade Agreements Act of 1934.
Conceptually, the amendments embody a number of fallacies.

They are based upon the assumption that it is possible to formulate rigid
rules which will eliminate uncertainty from an administrative process that
necessarily involves human judgment.

They would eliminate from the Act a meaningful concept of injury by estab-
lishing test of injury which would straightjacket the Tariff Commission’s
expertise and ease out of the statute notions of economic detriment.

They appropriate concepts from American antitrust and trade regulativn
laws, confuse them with each other, and then apply them to the unrelated
field of dumping. The Federal Trade Commission Act, a trade regulation
statute, declares illegal “unfair methods of competition in commerce” : and
the Robinson-Patman Act. an antitrust statute, is concerned with price
discriminations which lessen or injure competition. The Antidumping Act.
on the other hand, operates te protect American industry from material in-
jury attributable to a special kind of price competition from abroad. The
standards for determining injury to an industry and injury to competition
involve completely different considerations. To incorporate concepts from
domestic price discrimination laws into the Antidumping Act would re-
quire the addition of new criteria for injury, including a determination as
to whether imports have enhanced or diminished competition.

Finally, the amendments are wrong in concept because they wounld trans-
form what Congress conceived as an investigatory proceeding by responsible
government agencies into a trial by combat between domestic industry and
foreign industry.

11. How wonld the proposed amendments affect the Treasury’s “withholding of
appraisement”?

The proposed legislation, by establishing almost irrebuttable presumptions
throughout the Treasury investigation, would make “withholding of appraise-
ment” practically automatic. Withholding of appraisement is a harsh enough
measure under the present statute: multiplying the occasions for withholding
would severely penalize importers in most cases, whether or not dunmping was
ever eventually found.

A “withholding of appraisement” is in some respects more onerous than the
levying of the special dumping duty. TUnder the present statute the Treasury
Department may. at its discretion, order a withholding at some time in the course
of an investigation. The effect of the withholding is to suspend the collection
of duties on the merchandise subject to the investigation, pending the final
decision on the imposition of the special dumping duty.

Putting the final price of the merchandise in doubt obviously will inhibit its
sale, since importers and their customers are reluctant to assume an unknown
cost which may not be ascertained for months and which may mean the differ-
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ence between profit and loss on the transaction. Withholding of appraisement
is often sufficient to stop the import trade completely. Whatever the merits of
withholding under the present statute, the proposed amendments would seriously
increase the commercial hazards of an investigation to the exporter and importer,
even though the Treasury ultimately finds that sales at less than fair value
did not take place.

12. Would the amendments make for speedier proceedings?

Not necessarily. They would speed up the disposition of dumping investiga-
tions by setting arbitrary time limits unrelated to the facts and complexities
of a given case, On the other hand, they would lead to more and longer inves-
tigations insofar as they diminish authority to dismiss frivolous complaints
and allow for novel appeals to the courts.

First, the amendments would require that a decision to dismiss a complaint
wholly unsupported by evidence must be made within 15 days after receipt of
a complaint.” It is hardly likely that an industry or company will make a
complaint with no supporting evidence whatever, whether or not the evidence
is, legally speaking. of probative value. And 15 days after delivery is scarcely
time to examine a complaint with a responsibly critical eye. Non-dismissal of
frivolous complaints at the outset means that the mechanism investigation
must travel through its full cyele without regard to the real significance of
the facts in the complaint.

Second. the amendments would require the Bureau of Customs and the Treas-
ury Department to wind up their investigations and come to their final deter-
winations within six months after receipt of a complaint unless the Secretary
of the Treasury reports to certain Congressional committees why more time is
needed.”® This is likely to mean that all but the most complex investigations
will terminate within six months. Most antidumping investigations are hard,
complicated work for the investigators and the investigated; time passes in
asking for information. collecting it, organizing it, translating it, reporting it,
evaluating it and supplementing it. An effective six months time limit shortens
the investigation by short circuiting it; what is gained in time ix lost in fairness
and precision—to the detriment of either the foreign or domestic industry.

Third, the amendments provide for judicial review of a Treasury determina-
tion of no sales at less-than-fair values.® This is a novel concept, both to the
Antidumping Act and to American administrative law, which does not contem-
plate court appeals by private persons of governmental decisions made by the
government on its own behalf and within its own discretion. A statutory multi-
plication of opportunities for appeal does not expedite proceedings; it guarantees
their prolongation.

13. Would the amendments make antidumping proceedings more “certain’, as
has been claimed?

Yes, in the sense that there would be a greater likelihood of findings adverse
to imports. In every other sense, no. The proposition that proceedings of this
nature can be made more certain by more specific standards in the Act is merely
camouflage for a guarantee that the results will be more one-sided. Statutes
which provide for sanctions upon a showing of particular economic consequences
do not lend themselves to certainty, and no amount of fiddling with statutory lan-
guage can alter this. Both the Treasury Department and Tariff Commission
have built up precedents over the years and these precedents are well knovn %o
practitioners in the antidumping field. They allow a reasonable degree of pre-
dictability, and this is all that can be expected.

14. Are the proposed amendments with respect to evidence justified?

No. The amendment would place several burdens upon the foreign supplier and
the importer that they do not now have. For example, the amendments make
a price list virtually conclusive evidence of foreign market value!® although
a price list, particularly in foreign markets, often is no more than a bargaining
position, and is recognized as such. Again, adjustments to the sales price neces-
sary to establish realistic ex-factory prices for comparison purposes can be
claimed under the new amendments only when the vendor “actually” considered

12 H.R, 8510, § 6, adding new § 212 (

10, § 6, adding new § 212(e
10, § 6, adding new § 212(j)
10 § 4, amending § 205 of the

the Antidumping Act.
the Antidumping Act.
the Antidumping Aect,
ntidumping Act.

b)
)
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them and Look them into account when setting his prices'® Demonstrating his
state of mind with respeet to all the factors affecting a price at the time of
quoting it is an impossible task for the seller, Still another provision would
severely penalize an importer or foreign exporter willing to comply with rea-
sonable provisicas for disclosing confidential business data to government
agencies, but unwilling to expose such data to his American competitors.”

There are limitations to the burdens which may be placed upon foreign sup-
pliers for the privilege of doing buxiness here—limitations preseribed by con-
cepts of soverelgnty, reciprocity and the delicacies of international relations,
The proposed amendments overstep these bounds.

In short, the investigation into selling prices here and abroad requried under
the Antidumping Act is one which must be handied with diseretion and good
sense, as on the whole it has been in the past. Yet, with the best will in the
world, no government agency could act with the needed discretion and good
sense when operating under a rigid and one sided statute.

15. How would the proposed tests of “injury” operate?

Unfairly. The new tests for injury set out in the proposed amendments to the
Antidumping Act™ refer in passing to a “material injury” and then proceed to
write materiality out of the statute, Ax a result—

Mere transient damage in one ¢ity could lead to the imposition of special
dumping duties at all ports of eatry throughout the United States.

Past transient damage to a U.S, industry could be used to support a
finding of injury despite the possibility of the industry’s present and future
healthy economic condition,

Mere incidental damage for only three months (not necessarily consecu-
tive) in an extremely lHmited industry market. such as one single port city,
would make mandatory a Tariff Commission determination that an in-
dustry was injured.

A slight decline for only one month in the price levels of the domestic
industry in that same extremely limited market area would requive a Tariff
Commission finding of injury.

A slight decline in employment for three monihs in the one or two com-
panies possibly supplying the sante extremely limited market area would
require a Commission injury finding, despite the fact that increased com-
pany productivity, rather than import competition, might bhe the major
reason for the decline in employment.

18 I1.R. 8510 § 2, amending § 202 of the Antidumping Act,

17 H.R. 8510 § 6, adding new § 212 of the Antidmnping Act.

BILR. 8310 § 1, amending § 201 of the Antidumping Act. Proposed § 201(b) would
require the Tariff Commission to find injury when—

(n) The merchandire sold at less than fair value hag equalled 59, or more of either
units sold or gross sules recelpts of domestic merchandise found to be competitive with
the imported merchandise and xold in the competitive market area, during any three
months (not necessarlly consecutive) in the ‘)orlod beginning six months prior to the
beginning of the LTEV investigation and continunlng up to the coneluston of the injury
investigation. I'or purvnsos of this determination, domestic merchandise competitive
with the fmported merchandise is merchandise reaxonably interchangeable in use with
the merchandise under investigation. The competitive market area is any geographical
area in the United States where the tmported merchandise has been sold In competl-
tion with the approprinte domestic merchandise.  (The definitions of competitive mer.
chandise and competitive market are set out in {»rupnsod § 201(f)(3).(4)). The Tarif?
Commission need not find injury when “elear and convineing” evidence is presented that
the domestie industry would not have fncreased ts sales even {2 there had been no sales
of the foreign merchandise under investigation ; or

(b) The merchandise sold at less than fair value was a “contributing cause’? to a
decline of 50¢7 or more in the prices {ax measured by units sold or gross sales receipts)
of the competitive domestle merchandise supplied to the competitive market area in
any one month in the period beginning six months prior to the beginning of the LTIV
Investigation and continuing up to the conclusion of the injury tnvestigation; or

(¢) The merchandise gold at le-- ihan fair value wag a “contributing cause” of a $7/
or greater decline in the direet labor emploved in the domestic industry producing
merchandise Hke that snmfllod to the competitive market area during any three months
(not necessarily congecutive) in the period bheginning six months before the LTKFV
investigation and continuing up to the conclusion of the injury investigntion. Note
that the labor force need not he employed in an “industry’ actunlly supplying com-
petitive merchandige to the competitlve market area. 'The decline g measured against
average monthly employment in the year prior to the date the L'U'FV investigation be-
gan ; or .

(d) The merchandlse sold at less than fair value has been a “contributing cnuse of
any anticompetitive effects in any competitive market area.”

The examples given in the text are representative applications of the proposed injury
tests summarized above.
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1f, beceause of imports, a few U.S. businessmen supplying the same Hmited
market area did not realize the profits they had expected to make in that
market, the Commission would have to find injury.
Purely conjectural future injury would be sutlicient to support a dump-
ing tinding.
16. How would the proposed definition of “industry” operate?
Unrealistically. .\ domestic industry would consist of “vendors™ who supply
a product “reasonably interchangeable in use” with the imported product to
any place in the United Stutex where the imported product has been supplied
in competition.” A vendor could bhe a major manufacturer or a street stall,
Produets reasonnbly interchangeable in use could be as different as steel and
aluminum, and need not even be produced by the same industry.  Any place
in the United States could wean an avea ranging from a c¢ity block to the Eastern
seabonrd,  In short, the domestie industry to be protected from “material in-
Jury” would be very much what a complainant says it ix; and the Tariff Com-
mission would possess no aunthority under the amended statute to assess the im-
pact of less-than-fair-value sales with logic or common sense.

17. Should the domegtic industry be entitled to judicial revicwf

No. There can be no objection to review of a determination at the instance
of an importer or exporter, since he is legally a party to the proceeding. 'The
issue is between the government and the person responsible for the merchandise
allegedly dumped, and that person is directly affected.  The complaining do-
mestie industry’s position is quite different, It isx not a party to the proceeding,
which In any event is not an adversary proceeding,  Its complaint may set the
wheels in motion, but the responsibility for the investigzation is that of the gov-
ernment agencies.  One important reason for thix is that only the govermment
agencies ean, in fajrness, be trusted with the confidential business data involved
in making a determination,

The rules of the Federal Trade Commission, which likewise is concerned with
the protection of the public interest, put the matter aptly :

“The person making the request | for Commission action} is not regarded as a
party, for the Commission acts only in the publie interest and its proceedings
are for the purpose of vindicating public, not private, rvights.”

The government agenecies which administer the dumping law also aet to
vindicate publie, not private, rights,

18. Has there been time to judge the cffect of the new antidianping regulations
promulgated by the Treasury Deportinent at the beginning of 19659

No, Very few proceedings have heen carried through under the new regula-
tions,  There has bheen no opportunity and no reason to conclude that the revised
regulations are inadequate to deal with problems which have been raised by the
American producers, These regulations went very far to meet points of view
which the American producers had advanced, and in some respects the proposed
amendments simply confirm the regulations.  For example, the regulations al-
ready provide for confrontation as requested by the domestic industries and go
miuch too far in providing the possibility of wide acecess to confidential informa-
tion furnished by importers or foreign producers, Nevertheless, desipte the
suceess of the UK, producers in obtaining substantial amendments to the regu-
Intions, and with the new regulations searcely tested, the same interests are
pressing for further changes through amendments to the statute itself,

19. How would it affeet the American cconomy if the proposed amendments were
added to the Antidumping Act?

Adversely. by promoting inflation. Tightening the antiduinping laws in a spirit
of protectionismm would have particularly serious consequences for the ULS,
economy hecause the changes ave sought with particular fervor by industries, like
steel and cement, whose goods are of fundamental importance to the price struc-
ture of the whole economy.

Government poliey in the United States today ix doing everything possible to
provide a favorable climate for business growth, within a framework of stable
prices.  The approach to full employment, however, places the economy under
severe inflationary pressures. It is essential that thexe pressures be resisted if
growth is to be maintained with due regard to the protection of the U.S. balance

IR, 8310 § 1, amending § 201 of the Autidumplug Act.
2 10D.C. Rules of Procedures § 1,12(¢). pine £
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of payments. In these circumstances, ne one thing is of more critical importance
to the nation’s economic policy than the price of steel and other basie goods,
Imports have have played an extremely important role in maiutaining non-
inflationary prices for these products in a free market. The proposed amend-
ments to the Antidumping Act would harshly curtail that vole,

20. How would forcign countrics react to these amendments?

By rvetalintion. They would reconsider their own laws and procedures with
respeet to goods alleged to be dumped within their own borders,  Where imports
from the United States are involved, they undoubtedly would resolve complaints
more frequently against Ameriean goods. U8, legislation along the lines of the
proposed amendments would thus lead to the esealation of trade barrlers around
the world and would redound to the detriment of American exports,

21. How would these amendments affect the Kennedy Round of tariff negotia-
tiong pursunt to the Trade Exrpansion Act of 19622

Enactment would throw a monkey wrench into the negotiations in Geneva
under the Kennedy Round, where the application of anti-dumping rules and regu-
Intions are already under review as nontariff trade barriers,  As was recently
snid by a leading American industrinlist: “Instead of raising more restrictive
trade barriers-—such as are heing currently proposed in antidumping measures—
we should be exercising keen sensitivity about the adverse effects these could
have upon the delicacies of the bargaining situation at Geneva,” ®
22. How would the proposcd legislation affeet international cfforts to harimonizo

anti-dumping mecasurcs?

It would be disruptive., These efforts are presently being made under several
different auspices. One approach is through the Secretariat of the General
Agreement on Tarlffs and Trade; another is through the Organization for Keo-
nomie Cooperation and Development. Joint resolutions are now pending in the
House and Senate which would instruct the United States Government te pro-
pare for and participate in an futernationnl conference on dumping.® The major
objective is to bring U8, practices into harmony with these of other nations so
that the United States is neither justly eriticized because of its own practices
nor suffers unfairly from foreign practices in the anti-dumping field.

FEBRUARY, 1000,

Senator Harrkz. One other thing. On page 5, you make a state-
ment there which leaves the impression, 1 thought—maybe T am wrong,
I think this is probably a true statement that in the past decade, the
United States has had a favorable balance in all but two years, amas-
sing a cumulative surplus of about $2 billion. However, I quote from
the Survey of Current Business of March 1966, volume .46, No. 8 on
pages 22 and 23 on the balance of goods nnd services, which is in regard
to the balance-of-payments account. It showed in 1964 a favorable
balance in favor of the United States—correct me if I am wrong
now—of $152 million in 1964, which I say has deteriorated—and you
can use any other word you want to—but which went to a $397 milfion
deficit in 1965,

Mr. Strer. May I comment on that, sir?

Senator Harrke, Yes.

Mz, Strrr. This happens to be a time when the United States is, as
we all know, in a very healthy, booming economy. Japan, unfortu-
nately, is having a depression. Obviously, at a time *ike that, the
trade tends to flow from the depression-ridden economy into the econ-
omy where sales are high.

. Senator IHarrxe. ‘That is when they made this substantial reduction
in price of steel, too, is that not true?

2 Willlamn_ Blackle, President, Caterpillar Tractor Company, addressing th t
Foreign Trade Conventlon, Nov. 15 196?: pang, addr og the Natlonal
228 Res. 188, 80th Cong., 18t Sess, 1966.; H. Res, 405, 80th Cong., 1st Sess,, 1968,
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Mr. Strrer, The substantial reduetion in the price of steel, sir, took
lace—1 believe the Commerce study was based on a 1952 index of 100,

&t shows on the basis of 1952 as 100 the export prices of Japaneso steel
produets have been gradually trending downward to a level of about
5 in 1965741 to be exact, This 26-percent reduction in export
price, 1 think, sir, can be attributed to three things: An increased
eficiency in the Jupanese steel industry, & more highly competitive
situation between the major Japanese steel producers, and their will-
ingness to suerifice a certain amount of profits to make sales.

Senator IHawrxr, Well, there may be a difference of opinion on
efliciency, but the point still remnins that I go back to this basie period

- of 1965, and quote an article in the Journal of Commerce for November
17, by Sidney Fish in which he analyzes: “Steel Prices Dip Sharply
on Continent.”

Intensitied price competition offered by the Eurcopean mills is contributing to
the keenly competitive steel markets in the United States. Importers in recent
years have under-sold the domestic mills by as much as $30.00 a ton.

The new price cuts widen the spread hetween domestic and overseas prices,
Japanese steel mills this year have under-sold the European mills, and have
taken a larger share of the United States market.

I make that o part of the record just ns an indieation that during
this period in whick we had this tremendous change of a surplus posi-
tion m the balance of goods and services account, from the positive to
the negative position, that we also had this decrease in the price of
steel, which was, I say, and which I understand was dumped. Maybe
it. was not dumped. T undevstand that is n bad word. The industry
was told educators generally regard it as anti-intellecutal at the
moment, but it still is a law of 1921 which T would like to see amended.
T am still in favor of its amendment.

('The article referred to follows:)

[From the Journal of Commerce, Nov, 17, 1083)
SteenL PrRiors Dip SHARPLY ON CONTINENT

(By Sidney Fish)

Furopean steel prices have dipped sharply in recent months, reflecting excess
capacity and reduced demand.

The accumulation of large stocks of steel by buyers in the United States, and
the resultant falling off in American buying has been a factor in the Furopean
price recession,

Amerlean buyers stocked steel heavily early this year against a possible strike.
The peaceful settlement with the Untted Steel workers left about 10 to 12 million
tons of surplus steel in users’ hands, Until this stockpile is reduced. buyers in
this country will be ordering in lower than normal quantities,

Reductions in prices by European mills have amounted to as much as $12 to
$17 a ton since last Spring, Most of the decline har come in recent weeks,

HIGH IMPORTS SEEN

The reduction in Furopean steel prices will be a factor in continned high im-
ports next year, according to domestic producers. ‘

They are expecting that lmports will be reduced for a few months, but that
for 1900 as a whole, importr will come c'ose to nine million tons, compared with
the record-breaking 10 million tons imported this year. Last year's limports were
6.5 million which set a record at that time, '

Intensified price competition offered by the Furopean mills is contributing to
the keenly competitive steel markets in the United States, Importers in recent
years have undersold the domestic milla by as much as $30 a ton.
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The new price cuts widen the spread between domestic and overseas prices,
Japanese steel mills this year have undersold the European mills, and have taken
a larger share of the U.S. market.

In the United States, steel prices quoted by American mills has been rela-
tively firm, dcspite the temporary reduction in demand. Two American com-
panies—Wheeling Steel and Phoenix Steel-—have been offering price guarantees
on some products, for periods ranging from three to six months,

But the major producers, including U.S. Steel, Bethlehem, Inland, Jones
and Laughlin, and National Steel, have announced that they would not extend
such price guarantees, and would continue to price their produets on the basis
of “price at time of shipment.”

The latter method of pricing enables a mill to raise its prices promptly, if
demand should increase early next year, as is expected. Steel companies gen-
erally have been talking about the need for price rises following the recent rise
in wages. But aside from a boost of 20 cents a base box on tinplate, the
American steel mills have held the price line.

ONLY SELECTIVE RISES8 LIKELY

In view of the strong action taken by President Johnson against the rise in
aluminum prices, it is felt that only selective price rises, warranted by higher
costs of raw materialg and labor, are likely to be attempted in steel.  If imports
remain heavy, at extremely low prices, this could postpone a price boost for
some American products.

It is not unusual that in periods of weak demand, such as the present, that
some American companies extend “favors” to buyers. Such favors are usually
in the form of “overgrading,” a practice which involves shipment of a higher
priced steel at the same price as a lower quality product. In general, however,
prices of the domestic mills are firm.

The price guarantees offered by Wheeling Steel were for a six months’ period.
A spokesman for the company said the response to the company's move from
csutomers has been “very good.” While shipments in the lust couple of months
have held up at the September rate, the order backlog is rather low,

The company, the spokesman suid, has had some inquiries from new customers,
as a result of the price guarantees, It is negotinting with these customers,
but has not booked any business as yet from them.

The Steel makers in the United States and in Europe have this common prob-
lem: They are being forced by competition to modernize, to reduce costs and
improve the quality of their products; but in the process of modernizing, they
realize an increase in their capacity. Hence, the amount of available steel,
both in the United States and in Burope, i3 constantly increasing. On some
products, the supply is outstripping the demand.

Mills in the U.S. have met this problem by de-activating some obsolescent
mills during the current decline in deinand. But the capacity coming on stream
from new mills is substantial.

INGOT CAPACITY UP

In the European Coal and Steel Community, which covers France, Germany,
Holland, Italy, Belgium and Luxembourg, ingot capacity has risen to nearly
100 million tons a year, from 59 million tons 10 years ago.

The excess capacity created by modernization programs has resulted in sharp
price cutting in the European Common Market. The importers usually sell in
the U.S. at levels below the European prices.

One steel importer said prices at which steel can be bought in Europe are
currently lower than at any time in the last 15 years.

Mr. Stirr. Sir, I would like to draw your attention to a very recent
edition of the American Metal Market, in which Mr. Inayama, presi-
dent of the Yawata Steel Co., sixth largest steel company in the world,
and also president of the Japanese Iron and Steel Federation, in an
exclusive interview, indicated that Japanese steel export prices are
definitely on the rise—export prices.

Senator HArTKE. Since they heard about this resolution?
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Mr. Stirr. No, it is the forces in the market, sir, that control those
prices, not your resolution, I am sorry to sny. Maybe I should say
I am glad to say.

Senator Harrke. Let’s come back to the statement in which you talk
about the favorable balance in all but 2 years, amassing a cumulative
surplus of about $2 billion. However, if you take into consideration
the c.i.f.-f.o.b. situation, that would not be true, would it?

Mr. Stitr. If you took the c.i.f. both ways, that would still be true;
yes,sir. If youare trying to get these shipping proceeds into the value
of the product, we think 1t is a mistaken notion. That belongs in the
invisible balance of trade.

Senator Harrke. How does Japan handle their accounting?

Mr. Strer. Japan shows its statistics and levies its duties on a
c.i.f. basis,

Senator Hartke. And we do not?

Mr. Strrr. We do not. I think we are right.

Senator HartkE. It really does not make too much difference what
ym; c%o as long as you know what you are talking about, is that
right

gi\h'. Strrr. T hope we both know what we are talking about.

Senator ITakrke. I am trying to say when you give these statistics,
and we talk about a favorable or unfavorable balance of trade, the
important fact is that we are not trying to undo something. What we
we are trying to do is make a decision on the basis of the facts.

Now, the point of it is that we have an international monetary con-
ference which, at least as far as France is concerned, since she is one
of the group of 10 participating, has stated that they are not in-
terested in coming to any type of agreement until we have put our
own house in order on this balance-of-payments situation. All I am
trying to say in regard to all of these other things, is that this is one
of the biggest factors in that situation. Since it is a big factor, I think
it is entitled to be analyzed in relation to what it is doing.

Mr. Strrre, Mr. Chairman, I was in Seattle last week and heard
a representative of the Boeing Aircraft Co. say that they have on
the order books $2.5 billion worth of orders for jet airplanes from
abroad. Tow would we feel if the foreign countries were to start
investigations on the effect of the export of our jet aireraft on their
balance of payments?

Senator Harrke. I think it would be fair.

Mr. Strer. You really do, sir?

Senator Harrke. I really do. I do not see why any country should
not be interested in the facts. I do not know why anybody has to
be afraid of the facts. Whatever conclusions you draw, there is no
legislation proposed in this resolution. This is a simple investigation
as to the facts. If you are afraid to face up to the facts, then I sug-
gest. you oppose this resolution. If you would like to have the facts
and have them accurately and objectively reported, I think the Com-
merce Department would do that even though they are really basically
op{:osed to the resolution.

c trust them. I just do not think they are going to lie about the
acts. )
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Mr. Strrrs. Senator Hartke, could I read into the record a })ortion
of an article in Iron Age magazine for May 19th of this year?
Senator Hartke also pointed out that the data from the steel import study
}vould be needed soon if the industry wanted to curb imports through legislation,
Senator Harrxe. That is right.
Mr. Srrrr (continuing) :
- He sald he planned to use the results of the study to push for revision of
the Trade Expansion Act when it comes up for renewal in January.
Senator Harrke. No question about that.
Mr. StrrT (continuing) :

He also plans to use the results to press for antidumping legislation,

Senator Harrke. That is right.

Mzr. Stirr. That does not sound to me like you are looking for an
impartial, unbiased investigation.

Senator Harrke. I have done a lot of work on these things and I
have come to my own conclusions on some of these matters. I am en-
titled to come to some of those conclusions, but I am not prejudging
what the Commerce Department is going to say. I trust them. If
their facts do not justify what my own investigation and my staff
have reported to me, I certainly would stand corrected.

Mr. Strrr. Then you seem to agree with this except from the article,
sir, that this study is definitely intended to produce materials to be
used in producing restrictive trade legislation?

Senator ITarrkr. I think this material is just going to confirm what
I think the situation is. I think that is a different point of view,
that is all. T am not asking you to agree with it. T can see where
your economic benefit is on the other side. I want to commend you
for doing an outstanding job of defending that position.

Mr. Strrr. One more point I think I ought to stress before I leave
the stand, sir.

I would like to point out that your whole thrust seems to ignore the
benefits we acquire by exporting. For example, the steel that is ex-
ported from Japan to the United States he} ved Japan to earn the

ollars to buy $17 million worth of sovbeans from Indiana last year.

Senator Harrke. I understand that,

. Mr. 11%'1'1'1'1‘. And $50 million worth of goods from Indiana last year
n total.

Senator Hartke. I know we are a great producing State.

Mr. Stirr. Do you not like to sell soybeans to Japan? Do you not
want Japan to earn dollars? ‘ ‘

Senator Hartke. We produce more steel than any State in the
United States. I think we are No. 1 in soybeans and I am not sure,
but I think we are No. 2 in hogs.

Mr. Strrr. $11 million worth of machinery to Japan last year.

Senator Hartke. I am proud of our industry, proud of our agri-
culture. We have a real fine State there.

Mr. Stirr. Unless Japan can earn dollars to buy your soybeans
and your machinery by exporting steel, you are not going to sell the
soybeans.

Senator Harrke. If you carry this far enough, I go back to 1959
like I did, to the unemployment lines in Gary, Ind. Igwalked up to a
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man and said “How are you, sir?”, and he said “Not too good, I am
going to get my unemployment check.” .

Mr. Strrr. e was on strike in 1959.

Senator Harrkr., Now wait a minute. You do not want {o hear
thisstory. I understand. It isa pathetic story.

I said to him *You are going to get your check. IHow do you feel 7"

He said, “I want to go to work. 1 don’t want an unemployment
compensation check. I have six children.”

I said, “It is a rather difficult problem when you come home at
night to face your wife. I imagine she is rather upset with you that
you do not have a job.”

He said, “If my wife were not a fine lady, this would be living hell.”™

Let me say to you, sir, I am as much concerned about those dollars
coming in from Japan. I am not going to be anxious to produce a
situation which will affect that.

But I did a little work on this, too. T was on the Committee on
Unemployment Problems, Eugene McCarthy was the chairman, I
went down to a place called Pikeville, Ky. This is in the congressional
hearings on the \memploiyment problems. When you have men out
of work, it is pretty rough, too. T do not want just to idly sit by and
take account of facts which might contribute to such a situation.

This was told by the editor of the Pikeville newspaper there about a
fellow in the coal mines. The coal mine closed down. As a result of
the coal mine closing down, he could not find work. ITe had eight
children. As he went up and down through that territory and asked
for work, they asked him what he could do; he said “I can mine coal.”

They said, “We do not have any job for conl miners, The mines are
on a limited basis and they are closed down.”

He went for 2 years looking for a job. He finally came home to
his wife and eight children in the first part of December and left them
a note in which he said, “I cannot find a job and I eannot stand to see
you suffer any longer. If I am dead and gone, you will draw social
security benefits which <vill make it possible for you to live better than
you are now, so I am going to give you the best Christmas present I

ow how,” and he took a shotgun and killed himself.

You see, T have gone through these things out in the field and I
know what unemployment means to a nation if you do not look the
facts coldly and starkly in the face. I do not want to see those condi-
t.im;s occur and T do not say I am going to. But I tell you they are
real. :

Mr. Strrr. Senator Hartke, I was born and brought up in Pitts-
burgh, Pa., and I went through the 1930’s,

Senator Harrxe., I am not talking about the 1930's. I am talking
about 1959, :

Mr. Strrr. X am talking about a period of distressful unemployment
and T know what it is when your neighbors do not have enough to eat.
I saw times when I barely got enough myself.

But I am suggesting that a liberal international trade policy in the
lonﬁerun creates employment. It does not destroy employment. The
soybean farmers of Indiana are employed producing soybeans they are
selling to Japan.

Senator HarTkE. You and I are not so far apart on that when you
stay on words. But when you come back to application, you get in
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trouble, because they have these quota systems in Japan on imports
over there. They have these higher trade barriers to other countries,

I am not afraid of international trade in a free market. But we
arenot in a free market.

T am disappointed in the Trade Expansion Act results. I thought
we were going to be in a free trade situation and not have an increased
trade barrier put around those Common Market countries. But these
are some of the problems that we are faced with at the present time.

I did not think we were going to take our American businessman and
not provide for him an opportunity to work in a free, competitive mar-
ket, but now we say to him, if you have an opportunity to go overseas
and can be competitive in a foreign country, you cannot go because of
the fact that we are going to have a voluntary restraint program.

Mr. Stirt. Senator Hartke, for many years Japan had import
iuotas, yes, because of a desperate balance-of-payments situation.

s a matter of fact, Japan has been in the process of destroying these
quotas and now the trade into Japan is at least 92 percent liberalized.

Senator Harrke, They are moving in that direction. T just re-
turned from there in December, and I am not unaware what the situa-
tion is there. I talked to the Finance Minister.

I might peint out to you that they do have a balance-of-payments
problem. T understand that., I am not unsympathetic with them nt
all. The fact of the matter is T think they are mighty fine people, and
I am interested in helping them to continue to progress in a fair means
and on a fair basis.

But let me point out to you and show you that all minds do not. run
in the same channels. In their balance-of-payment problem, they
are encouraging their capital to invest overseas. For what purpose?
To capture the foreign markets so they can utilize their money and
their brains in the foreign markets to help repatriate those dollars to
bring them back to Japan to alleviate their balance-of-payments

roblem.
P I said to the Finance Minister, “We are doing the exact opposite.
One of us must be headed in the wrong direction.”

He said, “I personally think you folks are hitting at the short-range
effects and we are going for the long-range effects.”

Mr. Strrr. I might point out that Japan has just committed itself
to 1 percent of its national income for aid to the underdeveloped
countries.

Senator HArTKE. But not one soldier for Vietnam, I might add.

Mr. Strrr. I know, sir, they are committed to peace.

Senator HarTkE. I know what their constitution says. I just
wanted you to know.

Mr. Strrr. Thank you.

Senator Hartke. Mr. Meyer Bernstein, U.S. Steelworkers of
America.

Mr. Stitt, before you leave, T do not think that this is a serious mat-
ter. There was a statement that you had that more steelworkers—I
did not even mark it. It said something anyway to the effect that there
sm;l more people employed in the steel industry today than at any time
in history.

Mr. Strrr. In the last 5 years, sir. Over that period from 1961 to
igg’l’), there are more people in that industry today than there were in
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STATEMENT OF MEYER BERNSTEIN, UNITED STEELWORKERS OF
' AMERICA

Mr. Bernsrein. My name is Meyer Bernstein, I am international
affairs director of the United Steelworkers of America.

The United Steelworkers of America welcomes the initiative of
Senator Hartke in proposing a study of the rapid increase in steel
imports and its effect upon the industry, its employees, and our econ-
omy as a whole.

The steel industry is a dynamic one and the pace of change is ever
growing faster. This development is worldwide. As a consequence,
we in the union are faced with new and difficult problems. We believe
that decisions should be bused on facts, and we hope that the investi-
gation will provide the information upon which we ean come to rea-
sonable conclusions.

We are, however, somewhat perplexed by the method suggested for
carrying out this study.

The Congress in its wisdom had foreseen the need from time to time
for such investigations. The Trade Expansion Act of 1962 therefore
provides a specific machinery to accomplish this result. This has been
taken over from similar clauses in the earlier versions of our recipro-
cal trade program. Responsibility for such investigations has been
and is an assignment of the U.S. Tariff Commission. The experience
with it has generally been good.

In 1962, for example, the U.S. Senate Committee on Finance re-
solved that the Tariff Commission undertake an investigation on
increased imports of iron ore. The study was a thorough one and the
report was satisfying both to the industry and to the union; the same
industry and the same union that are concerned in the proposed steel
investigation. As a matter of fact, we would suppose that any study
of steel imports would of necessity have to include a study if iron ore
imports, since they are part of the same industry and are controlled
by the same companies and organized by the same union.

The Commerce Department is of course quite capable of gathering
statistics, but we wonder if that is all the committee is interested in.
Tt seems to us that there ought to be testimony with searching questions.
We ought to know the positions of the various interested parties, and
we ought to have an opportunity to press for further details,

A1l of this would indicate that the best means of obtaining the
objectives of the resolution is either through the U.S. Tariff Commis-
sion or through a special board, appointed by the President. Nor-
mally we would incline to the Tariff Commission approach. But their
experience is limited to the field of duties and quotas.

o believe this investigation should explore the possibility of other
solutions, including perhaps one patterned after the textile or com-
modity agreements, so perhaps a presidential board would be more
appropriate.

In 1965 both steel and iron ore imports established new records.
Tn the case of steel—10.4 million net tons, and in the case of iron ore—
50.5 million net tons.

The increase—almost a doubling of the average during the past
few years—was largely inspired by the uncertainty as to the outcome
of the collective baragining negotiations which were protracted from
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before the beginning of the year until September. ‘- This, combined
with the rise of prosperity, induced steel consumers to insure their
source of supply by turning to imports. The result was not only a
vast increase in steel shigped to the United States, but also a widen-
ing of the products purchased from abroad.

In the past, imports were largerly among the cheaper, easier to
make products, such as barbed wire and concrete reinforcing bars.
But now imports included the whole spectrum of steel manufacture.
Particularly significant was the really formidable amounts of cold
reduced sheet and strip for our automobile industry. These products
had always been the pride of the American steel industry. Our tech-
niques were far in advance of those of our foreign competition; and
these products at one time were the mainstay of our exports. Now the
flow was reversed.

During this period of negotiations there was a stimulus not only to
imports but also to domestic production. Our own industry was
under a strain. Leadtimes had lengthened and shortages had even
appeared. During the first 9 months of last year domestic shipments
reached a record high of 74,249,000 tons for 1962, and 62,671,000 tons
for 1955, the best year up to 1964.

Tmmediately upon the conclusion of an agreement with the steel
industry, domestic production began to drop at a precipitous rate,
and tens of thousands of steelworkers were laid off. During the last
3 months of 1965 shipments totaled 18.5 million tons, which is at a
rate of only 74 percent of the shipments during the first 9 months.

But imports continued at or near the same high level. The imports
for the first 9 months totaled 7,880,000 tons and for the last 8 months
they totaled 2.5 million tons, or 96 percent of the rate during the nego-
tiations. It is possible that the continued high rate after the conclu-
sion of an agreement represented nothing more than the fulfillment
of orders which had been placed during the period of uncertainty.
One evidence of this is that imports during the month of December
were the lowest for the whole year. 'We cannot be sure of this, how-
ever, for during the same period there was a shipping strike in Japan.

Tt should be noted, however, that steel products are exported to the
United States by foreign steel companies for sale to American con-
sumers, while iron ore is imported to the United States by American
steel companies for their own use.

In the former case both employer and employee feel the effect; in
the latter case only the employee—that is the American iron ore
miner—is hurt, while the employer reaps all the benefits of imports,
including tax advantages on his mines abroad.

The import figures for both steel products and iron ore are stagger-
ing, a1l the more so because during the same period our own exports
had fallen. In 1965 we exported 2,490,000 tons of steel products, and
8,200,000 tons of iron ore.

These figures are doubly significant because they represent a turn-
about in our international trade patterns for the steel industry. We
used to be a net steel, and during World War IT we were a net iron
ore exporter. Now we are a net importer of both. The reversal has
been so great that the net difference in steel and iron ore alone is equal
to this country’s entire balance-of-payments deficit.
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It is true, of course, that some steel impnrrts generate exports of
other merchandise. Nevertheless, the figures are so large that the net.
drain on the balance of payments was undoubtedly tremendous.

In 1965 steel mill products imports were 10,400,000 tons, valued at.
$443,800,000. Steel mill products exports were 2,490,000 tons, valued
at $507,200,000, and iron ore exports, 8,200,000 tons, valued at $64
million. Net loss attributable to the steel industry, therefore, was
roughly $1,050 million.

As a matter of fact, the net deficit was greater because almost half
of the steel products exported last year were not real sales to forei
customers w}l)lo paid in foreign currency, but rather foreign aid, paid
for in dollars by the American Government.

Senator Harrke. I think that is a very significant point and it
should have been made earlier.

I want to thank you for bringing it to our attention.

Mr. BernsteIN. Thank you, sir.

Our balance-of-payments deficit last year amounted to $1.3 billion,
Thus the excess of imports over exports of our steel industry alone is
equal to t] e whole of the balance-of-payments deficit. This is all the
more deplorable because in 1957 and earlier the reverse was true. Then
international trade in steel helped strengthen our balance of payments.

The surge of imports, particularly during the long perioms) of nego-
tiations, is a serious matter. But we should not lose our sense of pro-
portion. Again and n%ain the public is offered estimates as to the
number of jobs which have been lost to imports.

There is no doubt, were we immune to foreign competition in steel
and could we retain all our other export markets—particularly those
in the field of fabricated and manufactured products using steel—we
would have more employment in our steel industry if imports could
be shut off. Unfortunately, one industry cannot be so isolated. We
must be careful that in trying to solve our steel import problem we do
not create new difficulties for our exports generally, including indirect
exports of steel.

It is easy for us to count the number of tons in steel products im-
ported into the United States, and compare them with the number of
tons of steel products exported.

It is not so easy to trace every ton of steel product made in an Ameri-
can steel mill and shipped to an American manufacturer, who then.
process this steel into a truck or an appliance, or a machine and then
ships this finished product to a customer abroad. .

These indirect exports of steel, according to the estimates of the.
American Iron and Steel Institute, have generally been greater than
our direct exports of steel products; and combined, they have always
been greater, except for last year, than our combined imports of steel. -

Another point to be kept in mind is that as far as employment in the
steel industry is concerned, the rate of national industrial activity is.
much more 1mportant than the balance of imports and exports. A
prosperous year will increase employment of steelworkers far greater
than a surge of imports will reduce such employment.

It should be remembered that 1965 was not only the year of highest
steel products imports, it was also the year of highest American steel
industry production. We achieved this record production with con-
siderably fewer workers than we had in former years of lower produc--
tion, but this is because of increased productivity.

64-$87-—66——16
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The steel expansion, which resumed early this year, brought with it
recovery of some 22,000 of the 65,000 of the steel jobs which had been
lost after the contract settlement. Unfortunately, the best steel year
in history did not bring with it the best iron ore year also. The foreign
invesments of the American steel industry, encouraged by our tax
laws, have been too extensive for that. ‘

Nevertheless, there is also a ray of hope here, for the American steel
companies have made notable progress in developing iron ore in several
widely separated areas in the United States. They have opened new
mines in Missouri and Wyoming, and developed taconite in Minnesota ;
and they are increasing their use of {Jellets wherever possible. But
older domestic mines are still being closed down in favor of foreign
sources.

Let me parenthetically say here that we do not oppose our steel in-
dustry’s having gone abroad for more iron ore. In order to permit
full utilization of our domestic steel industry we must rely on foreign
ores to supplement domestic ores, and we, therefore, oppose any
tariff or quota on iron ore.

I may further add that Canada is our chief supplier and that the
Canadian iron ore miners are all members of the United Steelworkers
of America, and we are glad to have this double tie with them.

There is another aspect of steel and iron ore imports that should be
a subject of proposed investigation. The figures show enormous im-
ports, both of steel products and iron ore. Ths Trade Expansion Act
of 1962 provides for readjustment allowances for workers who lose
their jobs as a result of imponts.

Figures have been cited claiming that tens of thousands of steel-
workers and iron ore miners have lost their jobs to imports. Yet not a
single steelworker or iron ore miner has received a single penny of re-
adjustment allowance, nor for that matter has any worker in any other
industry.

Obviously something is wrong.

We believe that the U.S. Tariff Commission has misread the re-
adjustment, allowance provisions of the Trade Expansion Act of 1962,
and we urge the investigatory body to make recommendations on this
maftter.

Senator HarTrEe. Let me say at this point, just so the record is clear,
that I brought that matter to the attention, too, of the administration,
and that in hearings here, Secretary of Labor Wirtz agreed that this
part of the Trade Expansion Act needed amendment and change and
agreed to the substance of the amendment which I proposed.

Mr. BernsTeIN. I am glad to hear that, Senator.

Senator Harrre. I want to point out that I think this change should
be made at any early date, because I do think that either the adjustment
assistance section should mean something, or otherwise, it should not
be on the books. We should not hold out false hope to these people.
Because really, as you have indicated, there obviously is something
wrong.

I tﬁink what the Tariff Commission has done is place an interpre-
tation on it that I did not think was the congressional intent. )

I am not being critical of the Tariff Commission. Maybe that i3
the way the law was written, but it certainly was not intended to be
written in that fashion.
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I might point out there is an equally disturbing factor which was
brought out when they incorporated it into certain provisions in the
Canadian automobile trade agreement. This really was not a treaty,
although it was one, but an action which again I think was very un-
fortunate and which I oll)posed.

I point out that the only people who have been able to receive assist-
ance out of that agreement were about 200 people who were Ford
workers in New Jersey.

Mr. BernstEIN. We have a petition pending.

Senator Haxrke. But let me say to you, sir, that the action in that
case was the only one which I thought probably should have been
denied, because it has been extended far beyond what I think was
contemplated. This one has been contracted far beyond what was
contemplated originally, too.

Maybe we can get them all straightened out, but this does present
a ]l)rob]em and you are exactly right. The Secretary of Labor has
indicated that they will support the amendments which I proposed.

Mr. BernsteiN. We understand that the administration is in-favor
of this.

Senator Hartxe. That is right.

Mr. BErNSTEIN. Another subject, which should be studied in depth,
is that of dumping. We believe that the antidumping laws of the
United States leave much to be desired.

We further believe that no law passed by us alone could or should
meet the problem.

Dumping is an international evil and should, therefore, be handled
on an international basis. We ought to invite our trade partners to
consider the problem jointly with us, and for this we ought to use
either the forum of the Organization for IEconomic (‘ooperation and
Development (OECD) or the General Agreement on Tariffs and
Trade (GATT).

Mr. BernstrIN, If we try to go it alone we will only invite retalia-
tion, and then all of us will suffer. Yet, dumping has been a cause
of some of the import surge. ILast year was not a good one for the
European or the Japanese steel industries. Of course, they define
a good year somewhat differently from our usage. What they mean
generally is that they did not expand as much last. year as they had
in the past, although some companies did show a slight decline.

To maintain production some foreign producers undoubtedly
dumped steel in the United States. It is interesting to note the
following statement made by Sir Richard Summers, chairman of John
‘Summers & Sons, Ltd., a large British steel company, to its stock-
holders this year:

* * * Ag I have already said, we have been able to keep the plant running
somewhere near capacity by increasing our export business. The alternative
to this would have been to curtail production to some extent. It is not par-
ticularly easy to take export business at ridiculously low prices or to curtail
production. The latter is not a step which we should want to take without
very serious consideration, but it is a possibility which we cannot entirely
ignore. There seems no immediate prospect of an increase in export priess,
for there is a worldwide excess capacity of steel—perhaps more particularly
.80 in the flat rolled section of the industry than in any other. * % *

There are several other aspects of international trade in steel which
should be the subject of public scrutiny. Some relate to the peculiar
conditions of 1965 and other are secular in nature.
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- 1. To what extent. did- American steel consumers, particularly the
automobile industry. make more: or less long-term commitments in
order to get preferred delivery from abroad? Co e
-'2.-To what extent;are imports encouraged by pricing practices of
integrated producers such as charging high prices for a semifinished
prqguct like wire rod.in order to make it more difficult for noninte-
grated small wire products manufacturers to compete in the finished
products with the same integrated producers who make both?

3. To what extent were imports encouraged by domestic consumers

having extensive operations abroad? - '
_.4. To what extent does the Teluctance of the American steel industry
to engage in meaningful competition with foreign steel companies,.
encourage imports, and discourage exports? '

5. To what extent do our tax laws, particularly foreign subsidiary

tax exemption, encourage production abroad over domestic production
~ 6. How does productivity operate in the American steel industry
compared with those of its foreign competitors? '

- 7. How do manning tables in the erican steel industry, -par-

_ticularly of supervisory staff, compare with those of its foreign:
competitors? . .

8. How do our materials costs compare with those abroad ?

9. How does automation and modernization in the American steel
industry, particularly with respect to pelletization, computerization,
continuous casting, and basic oxygen converter compare with those
of our foreign competitors?
~ 10. To what extent have restrictive trade practices abroad, such
as that of the European Coal and Steel Community, and that of Great
Britain, impaired steel exports from the United States?

11. To what extent are our exports affected by discriminatory sea-
borne freight rates?

Many, if not most of the answers to these questions are already
available. But they are scattered and no one has yet compiled an
authoritative synthesis.- ' .

The Economic Commission for Europe has recently concluded a
study on competitivé productivity. The Organization for Economic
Cooperation Development, the Internatonal Labor Office, the Euro-

an Coal and Steel Community, the International Metalworkers

ederation, and others have produced reports which can be of valus
in the proposed study: We suggest that their resources be drawn
~upon. e : '

. In this connection, I might point: out that the International Meial-

workers Federation, a trade secretariat to which the United Steel-
workers belong, has, since 1956, at our suggestion—in fact, we made
the first one—carried out year by year a comparison, not of steel coun-
try with steel country, but individual steel company with individual
steel comﬁanies throughout the world. - :
- We took the 117 largest steel companies in the whole free world and
comprred them on all the factors on which we are able to get informa-
tion, listing the production, the sales, net profits, the labor costs, labor
costs as percentage of sales, the diviciends, depreciation, taxes, and all
other factors. We have ti\is, then, in a comparative tabular form
which we would like to make available to the committee. :
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We have a number of other materials which we think whatever body
makes this investigation can draw upon. We think it is about time
that the American people be given the full facts on the whole picture,
not only with respect to imports, but with respect to all aspects of the
American steel industry.

Senator HArTEE. Thank you, Mr. Bernstein. Thank you for a fine
statement.

We will now recess until 2 o’clock tomorrow afternoon. At that
time we will conclude the rest of these witnesses.

(Whereupon, at 6:15 p.m., the committee recessed, to reconvene at
2 p.m., Friday, June 3, 1966.) :
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FRIDAY, JUNE 3, 1966

U.S. SENATE,
CommITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to recess, at 2:10 p.m., in room 2221,
New Senate Office Building, Senator Vance Hartke presiding.

. Present: Senator Hartke.

Also present: Tom Vail, chief counsel.

Senator HarTke. The committee will come to oraer.

This is a continuation of the hearings on Senate Resolution 149 con-
cerning a proposed study of imports of steel products.

I think that our session yesterday, which ran a little bit into the
evening, was very productive. My personal observation is that al-
though the study should probably be undertaken—and this may be
self-serving in that respect—it is quite obvious that other people are
interested in the study only if they can have it under their terms,
which is all very well. I do not blame anyone wanting it under
the most favorable circumstances. But I am interested in an objec-
tivel?tudy. If we do not have such a study I am not interested in it
at all.

I want to point out again the one aspect which, up to dxte, none of
the witnesses have testified on to a great exteat. This is the fact that
the United States is losing its proportionate share of the steel markets
of the world, and that this is a rapid deterioration. One which has
heen almost continuous and accelerating sinee World War I1.

The second point is there seems to be no apprelension of the car-
telization or the actions of mergers which are occurring overseas, If
continued along the line which they are, they .re going to present a
very serious problem for our domestic industr:'. gince they are out-
side the purview of our own national jurisdiction, I think they are
Zoing to prebably point to a need for some international protests, and
probably some negotiations and discussions as to what can be done in
that field.

I am hopeful that those of you who have submitted statements and
those testifying today, and those who are submitting statements on
this matter of carterlization which, to my view has been definitel
underplayed by all aspects, I hope that ify you have anything WhicK
you thinl{ will be helpful, you will submit it to us in writing after
we have closed the oral hearings.

243
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For those of you who feel these may be just my personal views, I
call to your attention that the London Financial Times does not think
s0 in an article under date of March 24, 1966, where they pointed out.
the fact that West Germany proposes steel cartels and is intending
to seek approval from the high authority of the European Coal and
Steel Community. I will make that article a part of the record at
this point.

(The article referred to follows:)

{From the London Times, May 24, 1066]
WeST GERMANY PROPOSES STEEL CARTELS

The persistent depression in the Continental steel market is forcing steel mak-
ers to cast around for ways to help themselves. A solution the west German
companies have chosen will not commend itself to the larger business world.
Cartels will appear again in Germany to regulate the sale of rolled steel if the
companies have their way. Approval is to be sought from the High Authority
of the European Coal and Steel Community. The German steel industry is now
understood to be preparing agreements for the formation of “cooperative” organ-
izations for the sale of rolled steel”. to quote one German agency report. Al-
ready selling cartels of a sort exist among the German steelmakers to share
our markets for some of the minor steel products. The High Authority reluc-
tantly had to agree to them last year: and made it plain, when giving consent.
that such arrangements should be of a strictly temporary nature to carry the
industry over a bad patch.

But the more ambitious plans now being made to form cartels for rolled steel
have an air of permanency about them which will distress both customers and
competitors. Sales offices, it is proposed, should be set up for an initial .peripd
of five years., These offices would have responsibility for the total output of
west German steel firms with the exception of special steels, tubes, and semi-
finished products. There are plans also for a cartel for selling German rolled
steel to third countries: a cartel with which all the west German steel companies
would be associated. These arrangements are surely reaching beyond anything
required to weather the low European steel prices which currently are being im-
posed by the simple market factor of too much steel-making capacity in the world.

Senator HarTkE. I also want to include in the record at this time
what I consider to be a very comprehensive and excellent study appear-
ing in the current June 4 issue of Business Week, which is a special
report, and this entire report will appear in the record. Tt is entitled
“The World Battle for Steel,” and many of the points which were
developed yesterday are contained in this report, especially the de-
terioration aspect, and the fact that there is overproduction.

I was amused to see the quote from an Italian steel executive who
says, “first, they get a flag, then an airline, and next a steel mill,” in
his reference to the underdeveloped countries of the world. I want to
apologize to that Italian executive. I forgot the flag. I did comment
upon the airline and the steel mill. It is a very good study. It points
out some of the problems. It does point out the fact that the Japanese,
who have a big portion now of the import market here, have been
most frequently accused of price cutting and, as a result of the actions
which are taken—and for those who are fearful of international re-
percussions arising from hearings of this sort, I might point out that
sometimes maybe there are good things that happen, because if there
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is going to be something as a result of the overproduction in the United
States, dumping in the United States, here is what the managing
director of exports for Fuji Iron & Steel Co. said, according to the
Business Week article :

We are considering steps to regulate export prices, If we didn’t take cor-
rective action—and all the threats against Japanese steel did materialize—it
would be a serious blow to our industry. Price competition in export markets
simply doesn’t pay off.

So this is an admission of their price-cutting activities.

(The article referred to follows:)



Arrows indicate trade flow s=——=p SOVIET UNION

MExico ST -
W INDIA

UNION OF SOUTH AFRICA

chiLe YIRPARGENTINA

RED CHINA

9%¢

SLYOdINI TAALS



STEEL IMPORTS 247

{From the Business Week, June 4, 1066])
THE WORLD BATTLE FOR STEEL

GLOBAL SURGE OF CAPACITY FAR OUTSTRIPS DEMAND, SPURS
MARKET RACE THAT'S CLOSE TO PRICE WAR—NATIONAL STAND-
INGS SHIFT: U.S. SHARE SLIDES, EUROPE IS HARD-PRESSED,
JAPAN GAINS FAST—PRODUCERS SEEK. CURES IN EXPANSION
CURBS, TRADE TALKS, BUT GIRD FOR STILL FIERCER COMBAT

The top 25 non-Communist steelmakers
[Millions of tons]

1955 1965
Africa: Union of South Africa.__..___.___ 1.7 3.5
Asin:
JADUN e i 10.3 46. 4
India oo - ——— - 1.9 6.9
Australia__ - 2.5 5.0
Latin Amerieca :
Brazil ——— —— 1.3 3.3
MEXiCOAm e ——— .6 2.7
Argentina - .2 1.6
Venezuela... e ——— - ——— .1 .7
OB e e e e e o .3 .0
North America :
United States... 117.0 131.5
CaANAAA e e 4.5 9.
Western Europe:
WesSt GeTINANY o e e e e e e em 23.5 40.6
Britain e o e e 22.0 30.0
FranCe o 13.9 21.6
Belgium-Luxembourg.. oo e 10.0 15.2
ALY e e —————————— —— 5.9 i3.9
SWRAON e e et e s om 2.4 5.2
SPAIN . ¢ e — 1.3 3.8
AVSEPIR oo 2.0 3.6
Netherlands - — — 1.0 3.4
NOLIWAY e e e et e e e e e o .2 .8
TUrkey e e e _— —— .2 .7
Denmark. .o e —_— .8 B
Switzerland e m————— —— .2 .4
FInande oo ——— .2 4
The Communist bloc's 10 stcel producers
[Millions of tons]
Soviet Union_... e e e e e 49.8 100.0
Red Chinaeoe o . _— - 3.0 13.2
PolaNa . e 4.8 10.0
CzechostoOVaRIA . e 4.9 9.6
East Germany .o e e s 3.1 4.3
RUmMani® o e et e e —— 0.8 3.8
HUDGATY e e e et e e e e e e 1.7 2.7
Yugoslavia c e ca o cao o om .9 1.9
North Korea oo e .1 1.2
BUlgaAT A e e ————————— .1 .8
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1t would seem that the easiest thing to produce in the world today—and that
includes Zambia and Malayxia-—is a bar or billet of steel. Almost every country
with a viable government and economic aspirations boasts a steel industry, of
some sort. Says an Italian steel executive: “First they get a flag, then an
airline, and next a steel mill.”

Therein les the root cause for the confusion, bordering on chaos, that afilicts
the worla steel industry today. It is plagued by overcapacity, caught up in a flerce
export battle often waged by price-cutting tactics, squeezed by increasing costs,
threatened by aluminum and other materials. In a competitive world, each
country is reluctant to attack the malady of overcapacity by cutting back its
own steel expansion.

For the U.S. industry, all this means a dwindling share of world output and
trade in steel; it means a growing threat from imports that is worrying the
industry and has prompted a Senate study.

Spread.~—It used to be that steel was a status symbol of the advanced, indus-
trialized nations. But riding on the wings of foreign aid, technical assistance
agreements, and just plain goodwill. steel technology has spread to all con-
tinents. In 1947, 23 countries were producing 149 million tons annually ; nearly
20 years later, in 1965, some 70 nations were steelmakers with an annual output
of 501-million tons.

They have stepped up steel production because the new nations as well as the
old are clamoring for the things that steel can bunild—for bridges to span their
rivers. for automobiles and airplanes, for machines for their factories, for sky-
serapers for their growing clties.

For example, some 80,000 tons of steel have gone into the big bridge across the
Tagus River at Lishon. The new Akosomho dam in Ghana used up 22.000 tons
of steel. and a recently built alumina plant in Australin was a customer for some
54.000 tons,

But unhappily for steelmen, supply has outpaced the demand, and the two are:
now far out of balance. Between 70-million and 100-million tons of the expanded
global capacity are available for steel products that could be made but for which
there are no customers. This excess capacity-—bigger, of course, in some coun-
tries than in others—would not matter much if steel were simply a problem of
national markets, But world trading in steel last year amounted to a startling
64-million tons, more than three times the 1950 level of about 18-million tons.

Heat of hattle~—As the competition to sell steel has stiffened, profitable export
markets have dwindled or. in some cases, disappeared. For some traditional
producers such as the U.8, Britain, and France, the many problems
plaguing foreign i irkets have not been disastrous. The home markets in the
more advanced countries are sufficient to soak up most domestic steel production.
But the world battle among steelmakers has developed into something close to a
price war, with lower export prices undermining domestic prices.

A Pritish steel executive likes to tell how the battle for foreign markets can
boomerang. A West German steelmaker. he says, sold a shipment of steel coils
to an export broker in Antwerp at the world steel price—some 139 below the
German domestic price at the time. “By some means,” he says, “the steel found
its way back to Germany to a Ruhr customer at the lower price.”

Rather than fighting each other, steelmakers agree that they should be meet-
ing more effectively the threat of competitive materials: aluminum. plasties,
concrete, All of these, in varying degrees, have been penetrating steel’'s market
stronghold. “We should be devoting our energies to fighting aluminum and
plastics, and not one another,” says a German steel executive.

Impact on U.8~—1In the thick of this struggle for markets is the massive U.S.
steel indnstry, which built capacity fast after World War II to fill demand in the
worl®’s largest and richest domestic market, Those happy years after the war
when the industry had both the home market and many export markets to itself
are long remembered—but also long past. For foreign steelmakers, in increasing
numbers, have been tapping the U.S. market.

Since 1947 the U.S. has shifted from a net exporter., with an annual export
surplus in steel mill prodnets of 6-million tons, to o net importer., Last year.
partly hecause of hedge buvine for a possible steel strike, the U.S. imported
7.9-million tons more than the 2.5-million tons it exported. While the U.S. steel
industry need not bow to anyone in size and prestige, the economic impact of the
world evolution in steel is clear in only a few statistics:

U.S. output today is 269 of world ountput, compared to 579 in 1947. The
drop is all the more surprising when you realize that last year's record produc-
tion of 131-million tons was nearly equal to total world production in 1947.
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The U.S. share of world trade in steel was less than 5% last year, compared
to 169 in 1950.

Losers and geiners—The U.S. industry is hardly alone in this picture of declin-
ing percentages. The European (oal & Steel Community ranks as the world’s
largest exporter—as a group—and yet its share of world exports (excluding
intra-community trade) has slipped from 50% in the mid-1950s to about 339,.
Britain also has seen a decline in steel trading.

The star performer in exports has proven to be Japan. Battered by war, the
Japanese industry nevertheless has burst on the world scene again as the largest
steel-product exporter of any country. Last year Japunese exports reached 10.9-
million tons—a 439% gain over the previous year—accounting for 17¢% of world
steel trade.

Price weapon.—In the battle for markets among national steel industries, the
Japanese have been most frequently accused of price cutting.

Says the managing director of exports for Fuji Iron & fsteel Co.: “We are
considering steps to regulate export prices, If we didn’t take corrective action—
and all the threats against Japanese steel did materialize—it would be a serious
blow éo our industry. Price competition in export markets simply doesn’t
pay off.”

Yet, as long as certain economic factors exist, price cutting is likely to con-
tinue. Many Latin American and Asian countries have built mills supposedly
to satisfy domestic demand and save the foreign exchange costs of imports. But
vnamored of the prestige of having a big steel mill for its own sake, some coun-
tries have built capacity way beyond local needs.

National vs, international—Thus, steel products from these smaller countries
have begun to flow in world trade chabnels—often at “cut-rate” prices. The gov-
ernments (which usually participate in the financing and operations of the steel
nills) have quickly discovered that steel products can be a profitable earner of
foreign exchange.

With this kind of competitive pressure spreading all over the world, one
British steel executive laments: “The only people making any money in world
steel trade today are the shipping lines.,” Though this is an exaggerated and
overly gloomy interpretation, it does underline one significant change that has
accurred since the war: Despite nationalistic motivations for building steel mills,
the steel industry-—wherever it exists—now has an international flavor.

For the first time since rebuilding its steel industry, Italy last year became
a net exporter of steel, putting 1-million tons on the world market. The trend
shows up, too, in the list of customers for a mill, built in 1965, that is run by
Germany's largest steelmaker, August Thyssen-Huette AG. The Ruhr producer’s
order book recently included finishing cold-rolled steel coils for customers in
Colombia, India, France, U.S., and Germany.

“If world steel usage is taking only 809 of capacity, you can't have countries
running at 1009% of capacity.” says Norman B. Obbard, international executive
vice-president of U.S. Steel Corp. “They may be sad about the export price they
get, but apparently not sad enough to cut back production significantly and let
demand catch up.” :

Moves to cut production and siow down investment in new facilities have been
started both in the European Coal & Steel Community and in Japan, but so far

these are just a beginning.
TECHNOLOGY SPURS THE BACE TO GROW

For most of the postwar period until the early 1960s, steel was a seller’'s
market. And to keep pace witli an unprecedented economic upswring, steelmakers
everywhere were bullding snd expanding.

Producers abroad, starting largely from scratch to replace bombed out plants,
experimented with new processes. Basic oxygen steelmaking—which can turn
out a heat of steel four to five times faster than an open hearth furnace—was
developed in 1952 at Linz and Donawitz in Austria.

Continuous casting and vacuum degassing helped push the technological
surge. In continuous casting. molten steel is cast directly into slabs, billets, or
hars; by eliminating ingot molding, soaking pits, and primary rolling, the process
cuts costs and lmproves yields. Vacuum degassing uses a vacuum vessel to draw
gas impurities from molten steel.

U.8. part.—U.S. steelmakers were slower to adopt the new processes hecause
of heavy investment in facilities they couldn’t afford to scrap. Besides, the
processes had to be scaled up to handle U.S. volume production. But in the
1960s U.S. industry leaped strongly into the race.
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The U.S. industry, for its part, led in upgrading iron ore by concentrating it
into pellets that made a more uniform and richer blast furnace feed. Now,
foreign steelmakers are following this U.S. lead.

No corner.~This spurt of new facilities meant that no one estabiished free
world producer had a corner on technology, and gave the steel industry its inter-
national cast. Technical agreements between foreign and U.S. producevs and
moves by U.S. steel mill builders to cash in on a burgeoning foreign raarket
have made the issur of foreign steel quality vs. U.S.-made steel almost academic.

Foreign producers are quick to emphasize this. In Italy, at the Finsider
steel group’s Novi Ligure cold-rolling operation, a guide points to a gigantic
new Blaw-Knox four-stand cold-rolling mill and says: “You are in America now.”

EUROPE FINDS GROWTH CAN BOOMERANG

The upheavai this rapid expansion has brought in worid steel shows up
strikingly in the European Coal & Steel Community and its halting efforts to
cope with the impact of world overcapacity.

ECSC steel production has more than doubled from 46.2-million tons in 1952,
when the community was formed, to 9+.7-million last year—yet its share of
world output remains at about 209%.

The capacity surplus first hit ECSC when community demand fell early in
1961 ; but though production dropped somewhat in the next two years, producers
kept up the booming pace of capital investment. A harder blow came in 1963,
when BECSC steel imports jumped almost a third, depressing internal prices and
pushing down profits by 10% to 12%.

Remedies-—Acting through the ECSC High Authority, the six member gov-
ernments raised tariffs on steel from outside ECSC to the 99, Italian level—
supposedly a “temporary measure” but one likely to remain. This helped com-
munity producers hold off the flow of lower-priced foreign steel, but did little
to halt sliding world steel prices.

As outside markets became less attractive, competition and price cutting spread
within ECSC itself—markedly so last fall after world prices plummeted during
a decline in the U.S. market following the steel labor settlement.

Yearend figures brought the community’s capacity imbalance into sharp focus.
Despite last year’s record output, operating rate as a percent of capacity fell
to 85.69% from the previous year’s 90.1%.

This redoubled the pressure, begun in 1963, to hold down investment in new
facilities. In 1963, producers invested $901-million in steelmaking equipment
and rolling mills. The figure dropped to $772-million in 1964 and $624-million
in 1965-—and is projected at less than $500-million this year.

Merger medicine

The troubles of the community’s steelmakers have brought a change in the
ECSC attitude on mergers. When the community was formed, says an official,
“the prospect was of a steel shortage and the treaty was tailored more for
regulating a seller’'s market.” Now, ECSC steelmakers, buffeted by falling
prices and excess capacity, séek strength in union, and the High Authority’s
stand on mergers has softened.

Joint facilities.—The move to close ranks started with joint ventures for
greater efficiency in production. An early example was the Sollac (Société Lor-
raine de Laminage Continu) faecility in France, with steelmaking and finishing
mills. Seven French steel producers pooled funds to ereet it with Marshall
Plan aid. France’s No, 2 steelmaker, De Wendel, owns 50% and No. 3 owns
38% ; No. 3 is the steel operation of Union Sidérurgique Lorraine (Sidelor) and
Pont-d-Mousson, '

Now Pont-a-Mousson and De Wendel are building a 1.6-million ton facility—
Société des Aciéries de Lorraine (Sacilor)—for completion next year.

In Belgium, an integrated facility for flat-rolled products with initial capacity
of 1.7-million ingot tons— Sidérurgie Maritime (Sidmar)-—is coming on stream
this year. It is owned by interests in Belgium, France, Italy, and Luxembourg.

These plants, started before pressure began to cut back on investment, will,
of course, be of no help in curbing excess capacity. But, says a Sidelor official :
“This is the pattern of future expansion. Individual companies in France are
too small to build steel plants of the size needed to compete now. Technical
mergers are the answer.”
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One High Authority study points out that about 70% of ECSC crude steel is
made in works below the lowest optimum size—2-million to 3-million tons. No
company controls more than 99 of community production.

Pull-fledged.—Now, companies seeking to overcome the weaknesses of small
size are moving from joint ventures to full-fledged merger.

The merger wave (see p. 237) really got going two years ago when the Ger-
man producers August Thyssen-Huette AG and Phoenix-Rheinrohr united under
the Thyssen name to form Western Europe’s biggest steel company. Now the
wave ig spreading to Luxembourg and France and will cross national boundaries
if a proposed merger of two German producers with Holland’s largest steel-
maker, Hoogovens en Staalfabrieken, is approved.

A German steel official sums up the aim of all these moves: “With fewer, bigger
companies, we think European steel can come closer to the secret of production
and price stability that exists in the U.S.”

The High Authority takes a cautious position on mergers. Because of the
maze of interlocking relationships carrying over from prewar cartels, it insists
that any links between merging companies and other companies must be severed.
“The aim is to increase technical efficiency,” says an Authority spokesman, “not
to increase political or economic power of any single group.”

Battle against odds

Such concentrations provide a basis for long-term optimism. But the battle
of community steelinen to stay competitive in the meantime is producing mixed
results.

Many criticize the High Authority as ineffectual. The spokesman of a Luxem-
bourg steel trade association says experience proves the Authority cannot apply
the treaty to a situation of overcapacity and falling demand. Dr. Walter Cordes,
vice-president of August Thyssen-Huette, says: “The High Authority price list
doesn’t exist in reality. Actual prices are as much as 159, lower.”

Despite the Authority’s admonitions to trim production, total ECSC crude
steel production in the first four months of 1966 was less than 19 below the
same period of 1965. Germany and Luxembourg reduced, but France, Belgium,
the Netherlands, and especially Italy increased.

Both the Netherlands and Italy have built modern coastal plants, and have
boosted their share of total community output since 1952, Last year, new capacity
sexg; output soaring over 1964—in the Netherlands by 17.39% and in Italy by
29%.

Grievances.~—Producers who cut back gripe because others don’t follow. Ger-
man steelmakers also complain that wage costs have jumped 35% since 1960 while
the average price per ton of steel dropped $12. The Germans complain, too, of
imports, which now account for 25% of German shipments, and are bitter over
their disadvantage on coal.

Ironically, it was the vast Ruhr coal deposits that gave German steelmakers
their traditional strong position. But now Italy, Belgium, the Netherlands,
and to some extent France are using lower-cost U.S. coal for blast furnace eoking
fuel, while the Germans are required by their government to use the higher-cost
Ruhr coal. .

The Germans haven’t got far with efforts to have ECSC set a common price
for coal in the community. One way out is the road taken by two German steel-
makers in the proposed merger with Hoogovens in the Netherlands: Hoogovens,
using low-cost foreign coal, would make most of the crude steel and the Germans
would finish it in the Ruhr.

Burdens—One obstacle to cutbacks in production is the full employment
policy pursued by community governments. Another is the huge debt incurred
for new plants. ‘“You have to repay those loans whether your mill is running or
:lnot,d" ”says a French steelman; “if we had to run at 70% of capacity we'd be

ead.
U.8. STEELMAKERS GET IN ON THE EDGES

Facing this involved situation within the ECSC, U.S. steelmakers have gone
slowly in entering the fray on the Continent. Traditionally, participation has
been through export activity—though this has declined. In actual Buropean
operations, U.S. companies have stuck pretty much to the fabricating side, and to
specialty steels.

Armco Steel Corp.. heavily involved in fabricating, follows its worldwide
tactic by teaming up with European partners. Vice-President J. W. Holton,
managing director of its International Div., says: “We use our manufacturing
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techniques and marketing knowhow but we get the steel in the area where
we're located.” Products are primarily proprietary items-—culverts, guard
rails—developed in domestic operations.

Though the current market is soft, Holton is optimistic for the long run.
International Div. sales last year, he says, were almost three times as great
as for 1946 through 1948 combined. He sees steel consumption in Europe climb-
ing: “The bicycle racks outside plants have been replaced, first by motor scooter
racks and now by parking lots for small cars.”

Disastrous.—Despite hot competition from Swedish and Austrian producers,
Specialty steels have lured several U.S. producers to Hurope, U.S. Steel has a
50% interest, along with Finsider, in a stainless operation near Rome. Crucible
Steel Co. of America owns 959% of a stainless facility near Milan. Allegheny
Ludlum Steel Corp., through Allegheny Ludlum International S.A., has a joint
venture with d’Espérance Longdoz in Belgium—Allegheny-Longdoz S. A.—for
stainless output.

But competition in stainless has been more disastrous than in basic steel,
and prices have tumbled 259% since 1960. “Profit margins are gone,” says
Michel Delheid, commercial director of Allegheny-Loongdoz. An official of a
U.S. company adds: “If any one of us is making any money on our stainless
operations in Europe, he must be pulling rabbits out of a bat.”

Other ventures.~—U.S. Steel has two other joint ventures with Finsider in
Italy; these are in steel fabricating. Outside the ECSC, U.S. Steel has gone
into basic production through a 259% interest in Spain’s largest steel company,
Altos Hornos de Vizcaya. The company’s present 1-million ingot ton capacity
will be doubled in four years.

Pittsburgh Steel Co. took its first overseas manufacturing step by teaming
with Armco in a cold-rolled specialty carbon strip operation that went on stream
in Belgium this year. Targets include automotive markets, electronics, electrical
machinery, and appliances.

A specality steel area within basic steel production was the only door to
Europe, says Pittsburgh’s President Allison R. Maxwell, Jr. “Although there
is a glut in basic steel capacity in the ECSC,” he says, “there isn’t one in specialty
strip products.”

A specialty product also provides Copperweld Steel Co. an entry into Japan.
If the Internal Revenue Service gives the nod, Copperweld plans a joint venture
with Fujikura Cable Works, Ltd., to produce a steel and aluminum electrical
cable. Copperweld will own 45%.

JAPAN PILES UP IMPRESSIVE GAINS

The concern of U.S. steelmen with Japan, however, has been less in seeking
joint ventures than in stemming the flood tide of steel imports coming into
the U.S. from that country,, In 1965, imports of Japanese steel jumped a
gigantic 60% over the previous year to reach a total of 4.7-million tons.

This transpacific steel flow is only one phase of the almost incredible growth
of Japan’s steel industry. With steel production zooming from 10-million tons
in 1955 to 45.4-million tons last year, Japan now ranks third in world production
after the U.S. and the U.S.S.R. Steel is the country’s biggest single export
item; exports climbed from 2.3-million tons in 1955 to last year’s 10.9-million.

As with Europe’s less spectacular growth, this has brought multiplying prob-
lems—defensive moves by Japan’s export markets, failure of domestic demand
to keep pace with capacity, demands of labor for higher wages. The Japanese
industry is seeking to cope with these difficulties through hold-downs on produc-
tion and expansion.

Cutting back—Primarily to adjust to the slump in domestic demand, a 109
curtailment in crude steel production has been in effect since last July. Barlier
production control systems—called cartels—had been set up by the government
and leading producers for such products as heavy and medium plates, bearings,
ferroalloys, and stainless steel plates. These were extended to June 30.

Japan's Fair Trade Commission hints it won’t permit further extensions.
But if markets remain depressed, pressure from the Ministry of International
Trade & Industry (MITI) may change this.

Orderly morketing.—~Howls from U.S. steelmen over inroads of Japanese
steel, meanwhile, brought separate visits to the U.S. by Yoshihiro Inayama,
president of Yawata Iron & Steel and the Japan Iron & Steel Federation, and
Yasujiro Yasuda, managing director of Nippon Kokan K. K.



STEEL IMPORTS 253

The result was an emergency huddle of the presidents of Japan's biggest steel
companies to set up a “more orderly export framework.” The producers agreed
to tighten controls on trading companies—blamed for cutthroat price competition
in the U.8. market. Now producers will designate a specific trading house for
products sold in each of three U.S. marketing districts—West Coast, Gulf Coast,
and East Coast.

Investment curbs.—Both the industry and the Japanese government are tak-
ing a hand to hold down investment in new facilities. Last year the govern-
ment permitted construction of only three new blast furnaces instead of the
scheduled five, and cut back new oxygen furnaces from seven to six.

The six biggest companies agreed last year on a moratorium on new rolling
facilities until at least April, 1967 ; but there is suspicion that some are abusing
scrap-and-build provisions by building more than they scrap. A newly formed
adjustment council of steelmakers goes a step further by providing that equip-
ment completed after July, 1965, is to be operated at only 339 of capacity
until March, 1967, o S '

MITI, too, is taking a closer look at new Investmeni. Last year, though
<capital investment in steel was targeted at $640-million, MI'TI cut it to an esti-
mated $410-million. But upward pressure is strong. This fiscal year, invest-
ment by the Big Six steelmakers will rise to almost $460-willion. Only second-
ranked Fuji Iron & Steel is cutting back, and Fujl is getting restive; President
Shigeo Nagano says “Fuji cannot sit idly by” if other steeclmakers go ahead with
expansion,

Whether all these moves will change Japan’s production and trading climate
remains to be seen. European and U.S8. steelmen are less than sanguine about
any significant shift in its long-range strategy. .

Gaing.—Japan’s gargantuan steel buildup of the past 15 years has given it some
advantages along with its problems. The country has some of the world's
largest blast furnaces, modern oxygen converters, and finishing facilities. Last
year almost two-thirds of production was by the oxygen process. Since Japan
has to import more than 809 of its iron ore and about 609 of its coking coal,
steelmakers have concentrated on improving blast furnace eficiency. Japan’s
coke consumption ratio is lowest in the world.

These gains are not unnoticed. National Steel Corp., for example, signed
a technical agreement this spring with Nippon Kokan KK. to exchange Na-
tional’s rolling mill techniques for blast furnace methods.

Armed with technology, Japan is increasingly getting a foothold abroad—in
Southeast Asia, Africa, and Latin America—with processing ventures that create
markets for Japanese steel. Japanese companies are working on galvanizing
units, for example, in Ethiopia, Nigeria, Thailand, Taiwan, Malaysia, Singapore,
Nicaragua, and Venezuela,

Kobe Steel and Mitsul & Co. teamed up last year with Hercules Steel Ltd. in
Canada to produce secondary wire products using steel from Japan, Mitsul and
Yawata have joined with Malaysian interests to build Malasia’s first integrated
steel works.

BRITAIN : THE SHADOW OF NATIONALIZATION

In contrast to Japan’s and the ECSC's struggles with overcapacity, Britain's
main problem with steel is political rather than econemic. As E. T. Judge.
president of the British Iron & Steel Federation, describes it, the industry has
been “plagued with the political atmosphere of nationalization and denationaliza-
tion ad infinitum,”

With Labor’s election victory this spring, the question of nationalization seems
to be foreclosed. Though Prime Minister Harold Wilson might be willing
to drop the pledge, he will probably have to take the step as a concession to
the party’s left wing. This will put Britain’s 14 largest steel companies, ac-
counting for more than 0% of output, under a state-controlled “National Steel
‘Corporation.”

Still, though the Damoclean sword of nationalization has hung over the
industry since Labor regained power in 1964, last year’s production hit a record
30-million tons, 5% over the year before. This year, however, a drop to 27-million
tons is indicated. Exports last year totaled 4.4-million tons. Imports fell be-
cause of import surcharges imposed to help save the pound.

Price hassle—Domestic prices, regulated by the Iron & Steel Board, are in 2
muddle, Since it was set up in 1953, the bourd has fixed “maximum” prices
and steelmakers have used the schedule as a minimum price list. This spring,

64-887—66——~17
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under industry pressure, the board allowed a 4% increase—and the unexpected
happened.

Instead of going along, John Summers & Sons, Ltd., a big steel plate maker,
announced it would charge a basic price plus {reight, so that only users several
hundred miles from its mill would pay the Iror & Steel Board price. This fol-
lows ECSC “basing point” pricing rather than the British system of lumping
freight costs into the price. In effect, it amounts to price cutting.

Tighter control.—Y¥or all the gripping, many in the industry are calling for
more, not less control. Whether nationalization comes or not, says an Iron
& Steel Federation official, there will have to be more government direction—
to modernize facilities and curb expansion. W. I. Cave, sales director of
Richard Thomas & Baldwins, Ltd., the only producer still in government hands
from the earlier nationalization, adds: “Steel is so important in any ecounomy,
it can’t just be left free.”

NEW COMPETITORS CROWD THE WINGS

Certainly, government plays a big part in the steel buildup of many of the
smaller nations that are edging into the world market.

In South Africa, the government-sponsored Iron & Steel Corp. (ISCOR) is
halfway through a $784-million expansion that will boost capacity to 5-million
tons by 1969 (production last year was 3.5-million tons). South African officials
contend that booming domestic consumption leaves little steel for export, but
enough has reached the world market for Kuropean and U.S. steelmmen to glimpse
a new competitor,

Australia, an important ore source, now is pushing steel production, with
output at 5-million tons last year compared to 2.5-million in 1955. The country’s
only steelmaker, Broken Iill Proprietary Co., Ltd., has embarked on an am-
bitious expansion program, and says *“export outlets are being vigorously
pursued.”

In the Americas.—Brazil, a significant exporter of iron ore and manganese,
is also busily expanding its steel industry, with production this year forecast at
close to 4.5-million tons—about three times the 1956 figure, Imports, now ac-
counting for only about 109 of steel consumption, will decrease if huge expan-
sion plans go through,

Mexico, Latin America’s second largest producer with output of 2.7-million
tong last year, plans to boost its capacity to 4.9-million tons by 1970. Mexican
steelmakers are going out:ide the country, too, with plans to help finance mills in
Honduras and Guatemala.

Canada projects an cutput of 14-million tons by 1970, compared with 9.8-mil-
lion tons in 1965 ; but capital spending over the next 18 months may be held down
by provisions of the new budget., Exports stood at 1.3-million tons last year;
the plans call for a boost to 2.2-million tons by 1970,

Red glow in the East

So far, the Communist bloe has had a minor role in world steel trade, though
production has been growing, Soviet output of 100-million tons last year, for
example, was double that of 10 years ago (total 1965 Communist bloe produc-
tion was 147-million tons), But internal demand is high, and the Red countries
have problems producing all the types and qualities the world market demands.

Until the April party congress in Moscow, Kremlin planners aimed at a slow-
down in steel for the next five years to get the industry on a more modern track.
But the enngress appeared to signal a shift to a faster rate of strel expansion—
with a blast at Nikita Khrushchev for “counterposing the chemiecal industry to
the iron and steel industry.”

Trade and aid—FEast Germany and Rumania together take half of Russia’s
7T-million export tonnage; Finland is the only non-Communist country taking a
significant amount. Steel trade of the Soviet bloe as a whole is about even—
latest figures show imports in 1963 of 8.3-million tons, exports of 8.1-million.

The U.S.8.R. has been more active in foreign aid. It built the 2.4-million-ton
Bhilai mill in India, plans another of 5-million tons,

The Soviet-Chinesge split has opened the door to Red China for the West ; the
Chinese plan to build a $150-million steel finishing mill with the aid of a West
European consortium points this up. Last year Red China ordered an oxygen-
process unit from Ausirin’s United Iron & Steel Works (VOEST). Peking is
mum nowadays on its own steel output, but estimates put capacity at 10-million
to 13-million tons a year.
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GEARING FOR IIOTTEST BTEEL RACE EVER

If the Communist countries offer some opportunity to makers of Western cap-
ital equipment, they provide little hope of a steel market big enough to relieve
the overcapacity that plagues the free world industry. Japan has had some suc-
cess In boosting its steel exports to both Red China and the Soviet Union; but
last year it sent only 222,000 tons to the U.S.8.R., 353,000 to the China mainland.

Surveying the chaotic world scene, steelmakers say the most encouraging
thing is that producers on a global scale have finally admitted there is a problem,
But there is little agreement on remedies.

Europe and U.S.—Many European steelmakers, with their propensity to sit
down and talk about a problem, are calling for an international conference on
steel to deal with price cutting and overcapacity-—though they are vague on how
it would be set up. A French trade association official even urges “coordination
of investment on a world basis.”

Some U.8. steelmen see hope in the negotiations on steel now going on under the
General Agreement on Tariffs & Trade, which deal with tariff and non-tarift
barriers. *“Removing non-tariff barriers like import licensing, quotas, equaliza-
tion taxes, transaction taxes, and foreign controls would at least put nations on
a more equal competition basis,” says one U.S. executive.

The U.S. industry toned down its push this spring for a government probe on
steel imports. Industry leaders felt a public hearing on imports during a time
domestic producers were pressed to fill demand wouldn’t be timely. But the
concern over inroads of foreign steel is strong enough that a study on the eco-
nomic impact of steel imports backed by Senator Vance Hartke (D-Ind.) is
getting substantial industry support,

This country, says U.S. Steel Chairman Roger M. Blough, offers the most wide-
open entry to imports of any steel-producing nation. Blough seeks to “bring
greater equity into the rules governing international trade.” Supporting this
view, Vice-President R, M. Buddington of Inland Steel Co. told the American
Iron & Steel Institute at its meeting in New York thot “governmental practices
concerning exports and imports should be carefully studied and action should be
tuken promptly by our government to remove the inequities.”

U.S. industry officials also feel that foreign steelmakers, instead of just pour-
ing out steel to compete, will have to concentrate on improving finishing and
processing facilities. The U.S. industry itself has taken this tack by investing
record amounts in new facilities geared to meet tighter quality specifications,

U8, Steel Corp. is pouring $500-million into new facilities this year, aiming, says
Blough, “to set the pace in the greatest competitive race the steel industry has
yet seen,”

Bright spot—The brightest spot in the picture is increasing consumption of
steel on a global basis. Steel experts figure on about a 5% annual increase from
now to 1970, bringing annual consumption to some 640-million tons. That com-
pares with 1965 world output of 501-million tons,

But with new production facilities sprouting all over the map, world steel
producers know today's fierce competition for markets will become still more
intense, Their job is obvious-—to make that competition more rational.

ITALY BOOSTS STEEL OUTIPUT WITH MODERN PLANT IN S8OUTH

Climbing output of steel in Italy—up 299 last year over 1964—is spurred by
the government-controlled Finsider group and its steelmaking unit, Italsider,
Finsider accounts for virtually all Italy's pig iron and more than half of its
steel output.

To make up for lack of ore and coal deposits, Finsider has put its facilities on
the coast for access to foreign sources, Four integrated facilities now dot the
Italian coustline. Blggest and mort recent is the Taranto steel works in southern
Italy—in the instep of the boot.

Equipped with the latest in blast furnace equipment, Taranto ranks as the
most modern facility in Europe, possibly in the world, It can produce annually
2.6-million tons of pig iron, 2.0-million tons of steel and can be expanded to a
steel capacity of over ¢-million tons,

Jewel—-Taranto s an example of the international flavor of steel mill construc-
tion.  U.K,, French, German, and Austrian engineers helped design and build it.
It has technical agreements with Armeo Steel Corp. for rolling mill assistance,
and with Yawata Iron & Steel Co. on blast furnace operation and oxygen
techniques,
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Despite startup problems, Finsider officials call Taranto “our jewel.” Main
obstacle to a smoother break-in, says a U.S. technician there, is that “the opera-
tions people are ahead of the maintenance people.” Southern Italian laborers,
though they come mainly from farms, have adapted well to steelmaking, accord-
ing to Taranto’s manager.

Market push.—~Obviously, Taranto has grabbed a share of the Italian steel
market that other European Coal & Steel Community producers had been tap-
ping. Finsider’s Novi Ligure cold-rolling facility north of Genoa, for example,
formerly imported almost half of the hot-rolled coils for its mnill. Now Taranto
furnishes that half.

“The traditional producers looked to Ttaly as a place for putting their excess
production,” says Finsider official Tomaso Liberati, but they have hal ample
warning that Finsider intended to build a steel industry in Italy. He defends
Italy’s rising production rate by saying: “If we reduced our rate, it would mean
not bringing to full operation our new facilities.”

Liberati and others say that Italy’s growing domestic market justifies the
expansion. But if lower costs give Italian steel a price edge within the ECSC,
they say, it would be foolhardy not to sell,

Says Liberati: “When your market is attacked, if you have the capability, you
react in kind. I don’t say this is correct, but it is the fact.”

IN EUROPE, STEEL MERGERS ARE THE BTYLE

Steelmakers in Germany, which accounted for 43% of the European Coal &
Steel Community’s steel output last year, led the way in merger moves aimed at
giving the ECSC industry a stronger position in the world steel battle,

The community got its biggest steel company to date when August Thyssen-
Huette AG and Phoenix-Rheinrohr joined forces two years ago under the Thys-
sen name. The merged company had a 1965 output of 9.5-million tons.

Then Luxembourg’s. steel production was virtually lumped in one unit when
the ECSC High Authority authorized the merger of Arbed and Halir, Joint an-
nual production : 5.5-million tons.

French moves.~—~In France, two combinations of top steel producers are in the
works but have not yet gone through. The No. 2 steelimaker, De Wendel, and
No. 3, Sidelor—already linked in joint ventures in production—are working on
one merger ; and Usinor, the No. 1 producer, is seeking to merge with fifth-ranking
Lorrain-Escaut, The De Wendel-Sidelor combine would have a 5.6-million-ton
output, but the Usinor-Lorrain-Escaut union would have 6-million.

The aim, says a Usinor official, is “a broader product line made on modern
equipment with lower costs.”

Biggest?—What could be the biggest merger yet involves two German steel
groups—Hoesch AG and Dortimund-Hoerder Huettenunion AG—who want to join
with Holland’s largest steelmaker, Hoogovens en Staalfabrieken. If the High
Authority approves, the combine would have an output of 8.4-million tons—and
if Hoogovens ups its production by 1.3-million tons by 1970 as planned, the union
could be ECSC's biggest.

One byproduct : Hoogovens would take over most of the crude steel production,
using low-cost foreign coal instead of high-cost Ruhr coal, which German mills
are required to use. The Germans would finish the product in the Ruhr, close
to German consumers,

Senator Harrke. And finally, I quote an article appearing in today’s
Journal of Commerce under the heading, “T'o Avoid Criticism, Japan
Steel Industry Regulating Export Flow.”

In here a Japanese steel official says “that the industry had set a
modest target for overall exports in the current fiscal year with the
idea of preventing undesimbYe com!)etition among makers and avoid-
ing adverse eriticism from abroad.”

But the main point T want to bring out is that Japanese steel makers
have agreed among themselves to ship to the United States in the cur-
rent fiscal quarter (April-June) an amount equal to the level recorded
for the entire 6-month period of January--June, 1965,

I think we should put the entire article in the record as an example
of how these cartels conspire to eliminate competition and to divide
up the American market.
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(The article follows:)
[¥rom the Journal of Commerce, June 3, 1966]
To Avolp CRITICISM8—JAPAN STEEL INDUSTRY REGULATING IXXPORT F1ow

Toxyo, June 2.—The Jupanese steel industry's chief aim and concern this year
is to insure that exports of steel, particularly to tho United States, which is
Japan’s largest market, moves in an orderly fashion.

An official of Sumitomo Metal Industries, Ltd., in an interview with The Journal
of Commerce made this point in noting that 44 percent of Japan's total steel
exports in the fiscal year ended March 31, went to the United States.

EXPORT TARGET

The export target for Japanese iron and steel goods in fiseal 1966, ending
March 1967, has been pliaced at 10,000,730 tons, valued at $1,340,3506,000 on a
customs clearance basis (f.0.b.), by the steel industry. It is the first time that
the industry is gunning for an export goal higher than 10,000,000 tons.

The Sumitomno official went on to say that the industry had set a modest
target for over-all exports in the current fiscal year with the idea of preventing
undesirable competition among makers and avoiding adverse criticism from
abroad.

The goal calls for about the same quantity as was exported in fiscal 1965.

The officinl said that since April, the steel industry has been carrying out an
orderly export system on the basis of a decision to ship 55 percent of its over-all
export goal in the first half and 45 percent in the latter half to avoid any rush
shipments.

As to the U.S,, steel makers have agreed to ship in the current first quarter
(April-June) an amount equal to the fevel recorded in January-June, 1965,

TO REGULATE FLOW

They are currently discussing further a detailed export program which will
regulate not only quantity but also item by marketing area, the official saild.

Reviewing Japan’s iron and steel exports, the official said they amounted to
0,915,218 tons, valued a2t $1,320,772,000 in fiscal 1965, recording an increase of
30 and 35 percent, respectively, over the previous fiscal year,

The industry’s sales abroad maintained a high level throughout 1965, with
‘shipments of ordinary steel amounting 600,000-700,000 tons monthly, although
a dip was seen in the Fall after a strike planned by U.S. steel workers was
called off,

At that time, Japanese steelmen, the official said, considered that decline of
U.8. demand would be carried over until this March. But U.8. demand for steel
products has remained strong due to prosperity in its automobile and rolling
stock industries and also to the Viet Nam war,

The officinl went on to say that the Japanese industry’s international competi-
tive power is high owing to its use of the most modernized equipment in the
world, its rationalization of production processes, its high productivity and
relatively cheaper labor costs.

He noted that taking 1960 as a basle year Japan's steel exports in 1965 rose
by four times, whereas the average expansion of major steel-making countries
was only 1.4-fold.

Also, Japan's share in steel trade in 1965 among eight major steel exporting
nations was 21 percent, the same as that of West Germany and Belgium, followed
by France with 15 percent, Great Britain 8.4 percent and the United States 5.1
percent,

Senator Harrke., The first witness this afternoon will be Mr. John
P. Roche from the American Tron and Steel Institute.
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STATEMENT OF JOHN P. ROCHE, PRESIDENT, AMERICAN IRON AND
STEEL INSTITUTE; ACCOMPANIED BY LEO TEPLOW, VICE PRESI-
DENT; JOHN McATEE, COUNSEL; AND K. C. ALLEN, ASSISTANT
VICE PRESIDENT

Mr. Rocrte. Senator, my name is John . Roche. I am president of
the American Iron and Steel Institute, a nonprofit trade association
consisting of 70 domestic steel companies representing about 95 per-
cent of the total domestic steel production,

Appearing with me today are Mr. Leo Teplow, on my right, vice
president of the institute; Mr. John McAtee, on my far left, counsel;
and Mr. K. C. Allen, assistant vice president of the institute.

My oral statement today, Senator, is not as detailed as the paper
which I have filed for the record.

First, I want to commend you, Senator, for your initiative in taking
and introducing Senate Resolution 149, and I want to reaffirm the
need for such a study of the steel imports, and urge its completion at
an early date.

Senator Harrke. Let me say just for the sake of the record that
you were not completely enthusiastic about my calling the hearings
at this time thoug]rx), were you?

Mr. Rocne. No. I will admit that, certainly, as of 3 months ago,
this was true. I think, however, there are circumstances that you
have pointed out which make the hearing at this time much more
opportune than would have been true 3 or 4 months ago.

Senator Harrge. I do not know. All these accusations from yes-
terday, especially from one individual who ought to reconsider his
position, I think, quite at length. I do not know who he makes his
accusations for and who is spending all the money, but maybe we ought
to have a second look. I want you to know that ordinarily I would
not have taken a second Jook at this organization, but now I plan to.
He made a nice apl)eamncc yesterday, and so 1 am going to take
an in-depth look and make an in-depth study of his organization. I
had not paid much attention to it up to now, but I think when peop!e
protest. as vehemently as he di<i yesterday, make such wild accusations,
and accuse the drafter of this resolution of an outright lie, without
taking the trouble to check it with the author and finding out the
truth, maybe we ought to find out. Maybe he has something to hide
which we should find out. I will be looking with great interest at
the results.

Mzr. Rocue. Senator, a quotation identified with you in the Ames-
ican Metal Market of May 27 of this year, I think, bears repeating
here at the start of my statement, and I quote:

A strong probability exists that increasing quantities of foreign steel will be
dumped in the United States at depressed prices which can only pose a serious
problem {o the continued level of domestic production,

Before discussing the steel import problem in depth, I would like
to urge that the proposed study be made by a congressional committens
or subcommittee in order that it may be put in motion immediately
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and concluded promptly, with whatever assistance may be desired
from other Government agencies. Study by a congressional com-
mittee would seem to be particularly appropriate since the solution
obviously lies within the jurisdiction of Congress.

I want to take a few minutes to discuss the import volume. Im-
ports of steel mill products into the United States in 1965 totaled
3proximately 10,383,000 tons, representing 10.3 percent of total market.
- Just 4 years before, in 1961, imports were 3,163,000 tons. This com-

pares with the 1955-57 period when such imports averaged only
1,200,000 tons annually, or about 1.5 percent of market. The signifi-
cance of the 1965 import volume can be gaged from the fact that it
was equivalent to the combined output in 1966 of Jones & Laughlin
Steel Corp. and of Armco Steel Corp., the fifth and sixth largest
American steel producers which directly employ 79,000 workers.

In spite of the winter closing of St. Lawrence-Great Lakes seaports
in January, February, and March of this year, imports of steel mil}
products, including also the month of April, were at an annual rate
of over 8 million tons. It can be anticipated that, with the St.
Lawrence Seaway now open, the rate of imports for the remainder
of the year will increase even beyond this substantial tonnage.

BALANCE OF PAYMENTS

The deficit in steel trade is & major contributing factor to the U.S.
balance-of-payments deficit. In 1965, the value of steel imports ex-
ceeded the value of steel exports by $670 million. To this net import
figure must be added an additional dollar outflow for freight, since
much of the imported steel arrives in foreign-flag ships; and, in addi-
tion, the value of the exports should be reduced by tm value of steel
sold under AID financing, because these exports make no net con-
tribution to the balance of payments on current account. When these
factors are taken into consideration, the deficit in the steel balance of
trade last year approached $1 billion—as compared with the total
U.S. 1965 balance-of-payments deficit which is estimated at $1.3 bil-
lion, The detailed figures are shown in appendix A attached to my
filed statement.

The Chairman of the President’s Council of Economic Advisers,
Gardner Ackley, put the problem in historical context January 8, 1966,
by saying, and I quote him:

Over-all steel imports in the first 11 months of 1965 were up to 9.7 million tons,
worth $1,0968 million. The value of steel exports was down to $460 million, pro-
ducing an 11-month steel deficit of $638 million, perhaps $700 million for the
full year. In 1955-567 we had an average steel export surplus of $645 million.
Thus the deterioration of our balance of payments due to steel over the last
(;egg;itei x:sl 6%153 billion, probably as iarge as our entire balance of payments
ae .

IMPORT PENETRATION BY PRODUCT AND AREA

The steel import penetration of the U.S. market, which reached an
average level of 10.3 percent in 1965, varies widely as between dif-
ferent areas of our country. For that reason, it is misleading to talk
o}f such penetration in terms of the national average, as serious as
that 1s,
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For wire rods, imports in 1965 accounted for 49 percent of the
national market; for wire and products made from wire, imports
ranged from 13 to 50 percent of the U.S. market. Japan shipped half
the wire rod tonnage and nearly half of the wire in 1905, to a value of
more than $120 million.

In the case of two major market areas—the Southwest and the
Pacific coast—imports alrendy are supplying one-fifth of their total
steel requirements despite the existence in each area of modern, well-
equipped steel plants.  Obviously, imports are now having a signifi-
cant impact on the economies of the communities in which such pliants
-are located.

When geographical markets for particular steel products are exam-
ined, the critical nature of import invasions becomes quite evident.
In southern California, the largest industrial avea of the West, nearly
half of the hot- and cold-rolled sheet requirements are supplied by
foreign steel producers, principally the Japanese. On a national
‘basis, their rate of increase is greater than that of any otner steel
product. Also, on the west and gulf coasts, more than half the
welded steel pipe sold to domestic customers is imported. Such high
levels of market penetration have obvious implications for the future
in other parts of the country where foreign marketing efforts are as
yet in less advanced stages. For example, in 1965, an alarming rise in
imports occurred in the major steel-using aren comprising the States
bordering the Great Lakes, mcluding Indiana. Imports now th.reaten
to flood this area through the easily accessible Great Lakes ports just
as they have already flooded coastal areas of the country.

EFFECT ON DOMESTIC INDUSTRY

Imports on the scale experienced in 1965 and the continuing trend
toward still higher imports in the future can only result in weakening
the capability of domestic producers to meet normal domestic de-
mand, to say nothing of the requirements of emergency periods.

In the event of interruption of international trade, for whatever
reason, there would be no assurance of a supply of steel adequate
to meet the needs of our economy. Already we have witnessed the
liquidation of a substantial portion of nail and barbed wire manu-
facturing facilities. In a time of national emergency, such inadequacy
would be of critical importance.

As a result of differences in taxation policies as between the princi-
pal foreign steel-producing countries and the United States, imported
steel which has been exempted from a substantial share of taxes in
the producing country enters our market to compete with fully taxed
domestic products manufactured under union contracts and progress-
ive labor laws of the United States.

It becomes increasingly apparent that the home market customers
of many foreign steel companies are, in effect, subsidizing their ex-

ort sales. As the chairman of & major British steel company—Sir

ichard Summers, of John Summers & Sons, Ltd., February 3, 1966—
recently stated, referring to market conditions last year:

Unfortunately prices in the export markets are very weuk, and fell away all

through the financial year, more particularly in the last two or three months,
with an adverse effect on the whole steel trade. They have now reached a point
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where they are very much below domestic prices, and here I would remind
you that British home steel prices are highly competitive with others through-
out the world.

It also seems clear that the sale of steel exports to the U.S. market
is being achieved in many cases by commercial practices which are
contrary to our antitrust and fair trade statutes. In this regard I
would I)i'ke to quote on this subject from two recent articles which
appeared in foreign publications.

peaking of Japanese tactics in exporting steel, the Japan Economic
Journal reported in March of this year as follows, and I quote:

For creating better order in exports of steel products, 27 major steel manu-
facturers engaged in steel sales in the U.S. market last week decided to establish
export cartels controlling prices and quantities of steel exports in the United
States.

Senator HarTke., Let me interrupt at that point, Mr. Roche. Here
is a point not dealing with the production cartels to which I referred
earlier. These are export cartels which are really sales organizations
or marketing operations, isn’t that true?

Mr. RocuE. Precisely.

Senator Harte, Yes. Coming back to that very problem, it has
been stated here that if there were any violations of so-called fair
trade practices or antitrust regulations that the U.S. Government has
available the Federal Trade Commission, the Justice Department, the
Tariff Commission. I think those are the three to which they re-
ferred, which would be available to them to seek appropriate relief.

Can you tell me what agency could find any type of action under
any procedure whatsoever to go against a cartel marketing arrange-
ment as long as it was confined strictly to overseas operations and the
contractual relationship inside the United States only dealt with the
cartel itself on a strictly business operation basis? In other words,
the importer here would make a legitimate business contract with
a cartel marketing operation. What available relief could there be in
the United States in regard to such an item? Do you have any
suggestions?

iﬂn Rocue. I do not know of any current relief that might be
available.

Senator Harree. That is what I mean.

Mr. Rocue. Except as an interpretation of our own antitrust laws
might hold that actions by foreign manufacturers in bringing ma-
terials into this country, into this market, under trade practices that
we would not tolerate here were prohibited, and that the materials
could be stopped at our border. In other words, that we would not
have our own domestic industry powerless to deal with a situation
simply because it happens to take place outside our border.

The most effective way I would know would be that if the ma-
terial is moved into our domestic market as a result of trade practices,
which we would not condone here, we may not be able to touch, juris-
dictionwise, the producers in the foreign country, but we certainly
ought to be able to penalize them by not permitting their material to
come in.

Senator Harrke. Under present law there is no such relief avail-
able, and the closest item to it would be the possibility of raising the
question before the Tariff Commission in regard to something.

Mr. Rocue. Yes,
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Senator Harrke., And this requires, of course, not alone the find-
ings which were indicated yesterday, but also has something else
which has not been discussed here, and that is the fact there is prob-
ably about a 2-year litigation, and by the time the decision is reached
the real problem may be gone.

Mr. Rocue. Precisely.

Senator HarTke. Quite frequently, as has happened when the Com-
munist bloc nations desire to go into dumping operations. What they
do is make a penetration of a market with their surplus products or
even when they are not surplus. If they want to attempt to kill &
market, what they do is move in at extremely low, disastrous prices,
and when they move into the market, they try to flood it to such an
extent that they kill off the normal supplier. Then they come back
in with the typical, unfair trade practice under normal circumstances
and say that the regular source has been dried up. They can come
back and increase their prices even if they are above world prices.
They have at least captured that part of the market.

Mr. Rocue. Precisely.

Senator Harrke. This was utilized by the aluminum indusiry in
1961 and, as a result of that, we had some conversations with the Brit-
ish. We convinced them that they should not participate, and I am
glad we did. It is fine to have this type of understanding with our
friendly or so-called former allies in international politics.  Whether
they are allies today or not might be seriously open to question.

But the point I want to make is that not alone is the marketing
cartel beyond the reach of the legal process of the United States, but
even beyond that of the production cartels which are even further
beyond the reach of Armerican legal process, isn’t that true?

Mr. Rocue. Very true.

Senator HArRTKE. In other words, you can have steel produced under
conditions which would be contrary to legitimate business practices
in the United States and, therefore, illegal, for which there would be
relief here in the United States. But that same steel can compete with
legitimately produced steel in the United States, and the U.S. steel
industry has no relief whatsoever; isn’t that right.

Mr. Rocne. It is very true, Senator. And if I may depart from
my paper here, the 33 magazine on metal producing in Apri} of this
year had this comment to make, and I think it bears a little bit on the
point that you are making about collective action identified with pro-
duction among foreign producers as well as this matter of marketing:

To obviate individual temptation and mutual suspicion, the big Japanese steel
eompanies are making some effort to mitigate the effects of the new capacity
that is rapidly emerging. Agreement has been reached in recent weeks to oper-
ate any hot strip mills that were completed after December 1984 at only 33 per
cent of capacity for a period of at least one year. The 33 per cent operation rate
will be applied in the case of all other steel product facilities to those installa~
tions completed subsequent to July 1965. It was also agreed that operating rated
would be boosted to 43 per cent after March 31, 1967 provided at least half of
the output of the new facilities was for export.

Senator HARTKE. Yes.

Mr. Rocur. These are identified internal agreements among so-
called competitors as to how they are going to not only market the
material but also how they are going to handle their production.
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Senator Harrke, Which agreements will probably, if not subject to
jprosecution in the United States, most certainly would be subject to
review by the Justice Departient.

Mr. RocrE. I would think that kind of action would be subject to
‘prosecution in the United States.

_ Senator Harrke. That is what I said. But without question would
e subject to review by the Justice Department.

I want to point out one situation so that we are not misunderstood.
As I understand the American Fruit case, the only case in which the
United States could really extend its legai arm would be where there
would be an actual showing of relationship. If there were an Amer-
ican concern which had part ownership in a foreign concern involved
in such an operation, then they could at least reach that American
concern and put a cease and desist order or other appropriate action
as a result of that. But there would have to be more than just a direct
business contractual relationship. It would have to be one in which
there was some type of legal connection between the operation of the
cartel overseas and the American concern.

Mr. Rocus. Right.

Senator Harrke. All right.

Mr. Rocne. When I get to our recommendations of areas the study
might cover, Senator, I touch on that point.

Within the past 2 months the British magazine Metal Bulletin, in
reporting that Australian and West German tube companies were
shipping galvanized tubes to our west coast, commented:

* * = This is in spite of a still existing tacit agreement that European steel
companies are solely to export to the U.S. East Coast and that the Japanese
firms are to gell their products to the West Coast.

That is from the Metal Bulletin of April 19 of this year.

Senator Harrke. Which demonstrates an even greater concern
which should be expressed by America, but here you have an agree-
ment, an international agreement——

My, Rocue. International agreement.

‘Senator Harrkr (continuing). To share the market.

Mr. RocHe. The U.S. domestic market.

Senator HarTre. And to share our market.

‘Mr. Rocue. Right.

Senator Hartre. Not alone to share our market but also to give ex-
clusive territorial rights.

Mr. Rocue. Precisely.

Senator Harrrr. Which again is a subject of a recent court de-
cision involving one of the motor companies, I have forgotten which
it was, in the same line. .

Mr. Rocur. In short, I believe that American producers are thus
faced with a one-sided competitive struggle with the rising tide of
imports because of these unfair advantages held by the foreign
suppliers.

I’i‘ e ease of entry into the U.S. market is expressed in the following
quotation from the Stainless Steel Industry of Japan (1963 edition),
a publication of the Japanese Stainless Steel Association:

The United States, the principal importer of Japan’'s stainlcss steel on the
North American continent, will continue to be the biggest importer of Japan's
stainless steel as well as ordinary steels * * * this market is worth extensive

efforts in export promotion by the Japanese stainless steel exporters, because
the United States has neither import restrictions nor control on foreign exchange.
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The massive importation of steel into the home market of the
world’s largest steel-producing Nation—the United States—is a de-
velopment of the past 5 years. During this period, steel imports into
the other major producing areas—the European Coal and Steel Com-
munity, the United King(fom, and Japan—have shown varying trends,
but in none of the three areas has there been the massive volume and
rising trend which imports have exhibited in the United States. In
1965, imports into their countries accounted for about 4 percent of the
ECSC market for steel, including intra-Common Market trade), ¢ 5
percent of that of the United Kingdom and less than 1 percent of
Japan’s, whereas in the United States, as I have indicated, imports
have risen to 10.3 percent of the domestic market. For the American
steel industry, sucla a continuing erosion of its domestic market can
only mean ultimate deterioration of its capability to supply the na-
tional requirements of steel, especially in cases of national emergency.

We believe that the distortion which has developed in the pattern
of world steel trade is clear evidence of the inequitable competitive
circumstances and unfair practices which surround these massive im-
ports of steel into the United States,

The best available forecasts suggest world steel production and
capacity in the range of about 600 million ingot tons output and 700
million tons capacity in 1970, substantially the same surplus capacity
as prevails today. Major capacity additions are projected for West-
ern Europe and Japan, while there is no evidence that home market
demand or steel consumption in the less-developed countries will in-
crease sufliciently to absorb the additional capacity.

Senator HarTiE., The fact of the matter is in the less-developed
nations of the world consumption of steel has been on a continuing
downgrade. :

Mr. Rocug. Precisely.

Senator Harrxe. Unless you take into account our aid programs.
But if you exclude our aid programs, the consumption of steel in
underdeveloped nations is practically nil.

Mzr. Rocue. And I have a few figures on that.

Senator HarRTKE. Fine. I am sorry to have anticipated you. T did
not mean to do that.

Mr. Rocue. Parallel to the increase in world steel use, total world
exports of steel have doubled—from 29 million tons of steelmill prod-
ucts in 1955 to over 60 million tons in 1963. However, the pattern of
this trade has shifted drastically away from one of shipmenis from
the industrialized steel-producing countries to the less-developed coun-
tries, to an increasing exchange between the industrialized nations,
with the United States by far the major recipient. In the past 10 years,
the share of total world imports—exclusive of intra-Common Market
trade—accounted for by the less-developed countries declined from 50

ercent to a little over 80 percent in 1965, while imports into the United
tates rose from 4 to 20 percent of total world trade during the same
period.
PROTECTION OF HOME MARKETS

In looking for the reasons for this drastic shift in the world trade
attern in steel, one must ask why imports into other countries did not
mcrease as fast as in the case of the United States.
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The European steel markets have always been less open than the
United States market because of higher costs of entry due principally
to the so-called “border taxes,” higher tariffs, and other restrictions
that reflect the close cooperation between the industries and govern-
ments of these countries. ‘

The European Coal and Steel Community and the United Kingdom
have been dealing with their steel import problem by imposing duty
increases or import surcharges within the past 2 years. These increases
leave the United States without challenge as the most open and easily
accessible market. ‘

The iron and steel industry is expected to spend more than $2 billion
on faci]itﬂeimprovements this year., What we are doing for ourselves
can best be gathered from responsible published sources during the
past 2 years.

For example, this week, the same article that you referred to at the
outset, Senator, Business Week in an article entitled “The World Bat-
tle for Steel,” states, and I just want to quote these two paragraphs
from that statement:

U.8. steclmakers were slower to adopt the new processes because of heavy
investment in facilities they couldn’t afford to scrap. Besides, the processes had
to be scaled up to handle U.8. volume production. But in the 1960’s U.S. industry
leaped strongly into the race.

The U.8. industry, for its part, led in upgrading iron ore by concentrating it into

pellets that made a more uniform and richer blast furnace feed. Now, foreign
steelmakers are following this U.S. lead.

The American Metal Market, in its issue of October 18, 1965, stated :

The nation’s new model steel industry, now being designed and built, will be
much better prepared to meet the challenge of future peaks and valleys of de-
‘mand. In particular, it will be geared for more flexible operation, with more
productive capacity in reserve,

Within five years, however, at least half of the nation’s steelmaking furnaces
will be less than 10 years old. And it will be much the same story in steel rolling
and tprocessing as the industry puts a whole “new breed’” of mills and equipment
on stream.

Newsweek, in its September 28, 1964, issue, said :

Almost everywhere, it seems, American sterlmen are straining to make their
product more quickly—by new production methods, better—by stricter quality
control, and more varied—by technological research into new alloys and
applications.

In January 1965, Fortune magazine had this to say in an article
entitled “The New Glow in Steel echnology”:

In fact, a tenth of the 1963 sales of domestic steel were in products that didn’t
exist four years earlier.

This is an area, Senator, where a study can bring forth some interest-
ing developments identified with things we do not hear about from
many of the people who are critical of the domestic industry ; namely,
in the areas of market research, in the development of new products
and a whole new field, as this magazine has stated, of applications o
steel that were not even dreamed of 10 years ago.

What some people have viewed as a problem has become a crisis not
only for the steel industry but for the Nation as well. For example,
the adverse balance of payments in steelmill products, taking into
account cost of freight and the effect of AID financing, as I said
bggore, was over $900 million in 1965, and shows no improvement in
1966.
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‘We not only welcome a careful study and analysis of the steel import
problem, but we urge that such study and analysis be conducted by
an apprcpriate subcommittee of Congress and that it be designed to
be completed by October of this year in order that prompt remedial
legislative or administrative action may be taken. ‘

Our experience leads us to conclude that the following are areas
whicl: should be explored and analyzed by such a congressional sub-
committes:

(1) The extent to which dumping is a factor in steel imports into
the United States. Dumping here is used not only in its technical
sonse, but also in the sense that foreign steel producers dispose of their
surglus steel in world markets in ways that can be considered unfair
trade practices. As an aid to such a study the U.S. Government could
and should by administrative action immediately require certification
on all steel imports of the fair market value; i.e., concurrent domestic
mill net return, of the particular commodities in the home market of

the country of exgort.

Senator)iIAmk‘eF? Letmes

Mr. RocHE. Yes.

Senator HARTKE. that two argu-
ments will probab, it. One of themNjs that there
is no reason, if j g industry,
why you should 0 come in héxe at the
lowest possiblg fere i inflatjon or if/there is a fighbagainst
inflation, boph of thes A arg for chedp steel
imports. ! ! i 4 price
of items dofvn in the Unite ‘TRjtting/ impbrtation of) steel

this is tha{, after al, whay di
domestic indsutry ?} Whethel :
y)§] e content to put up fwith

(3 id of-their surplus gteel?

effore that meither offthese
arguments imple extenglon of

that is, let us'¢lose all steel mills-down \here, Rring evérything in from
overseas, and X will take gare of both\of thase pfoblems. Aou will
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on their in of no

- have a nice depiession. You-wan’t have much-purchasin
very long, and yow will have a ruined economy. ‘

I am not one who\thinks that God gave us any gpfecial right to
live in a prosperous econgmy without giving somethought and some
idea to it. To that extent Tatend to push fodwhrd in this committee
to see whether or not we can have some action this year, -

I am not one of those who is dis?osed, I should say predisposed, to
failure at the administrative level or at committee level. I might
have a little bit of help. The chairman of this committee has indi-
cated to me that he was rather surf)rised at the real impact that was
involved in steel. I think I might have a strong ally in the chairman,

1£ T do have, I am looking forward to some good days in committee.

Mr. Rocue. Well, Senator, I think your points are very well taken.
The reason we have included this recommendation is, number one, -
that it is such a simple administrative act to have this certification
made, and there has been such great difficulty, particularly in terms
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of the Japanese, in really determining what the home market price
is, that if this certification were required, then for at least the period
of time that the study is underway, the record would be there, and
easily available, to see whether or not dumping is actually taking

lace. And I am not talking about dumping in the technical sense.

t seems such a simple thing to ask for, because if there is no dumping
then certainly the people, the producers, in Japan have nothing to
worry about, and i? there is, it is about time we learned it.

Senator Harrke. That is right.

Mr. Rocue. Well, our second recommended study area concerns the
types of special assistance given their steel-producing companies by
governments of the major steel-producing countries with respect to-
tariff and nontariff barriers; loans or loan guarantees; special tax
assistance by way of rebate and other assistance; techniques used by
other steel-producing countries to protect their home industries on all

urchases financed by public funds; and other national preference
aws and practices.

(8) The desirability of applying countervailing duties to offset for-
eign government assistance.

(4) The extent to which the operation of steel facilities in the
United States has been discontinued as as result of foreign imports.

(5) The degree to which the industry’s employment and revenues
and government revenues have been affected by steel imports, and the
likelihood of further injury in the years ahead if present import trends
are allowed to continue.

(8) The problems created particularly for the specialty steel in-
dustry by excessive imports.

(7) The extent to which foreign producers selling in the United
States should be required to comply with U.S. antitrust laws and:
regulations—and this touches on a point we were discussing earlier,.
Senator.

(8) The need for development of effective international laws of
fair competition in international trade.

(9) The extent to which other steel-producing countries apply
quantitative restrictions to steel imports.

The long-range dangers posed by massive steel imports are real. It
is imperative that a study be made. The steel industry will assist in
any way it can in a congressional study of this problem so that the
facts may be made evident and appropriate corrective action can be
taken promptly.

(The prepared statement of Mr. Roche follows:)

STATEMENT OF JOHN P, ROCHE, PRESIDENT, AMERICAN JRON AND STEEL INSTITUTE
INTRODUCTION

My name is John P. Roche, and T am President of American Iron and Steel
Institute, a nonprofit trade association consisting of 70 domestic steel companies
representing about 95 percent of total domestic steel production, for whom I
speak today. Its activities on behalf of its members include the fields of re-
gearch, technology and engineering, promotion of the uses of steel, industry-wide
statistics, air and water pollution abatement, public relations, public affairs, and
industrial relations, including health and safety. The steel industry in the
United States employs more than 850.000 persons in about 300 plant communities:
in 36 states. Total revenue of the industry approximated $18 billion in 1965.
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As President of American Iron and Steel Institute, I would like to commend
Senator Hartke for the initiative he has taken in introducing Senate Resolution
149. Further, I would like to readirm the need for such a study and urge its
competion at an early date. It goes without saying that the steel industry would
be happy to work actively with the agency that will undertake studles evaluating
the impact of huge imports of steel mill products and what can be done about
them.

As Senator Hartke clearly stated in introducing Senate Resolution 149 on
Stepember 28—a note which he repeated in an interview published in American
Metal Market on May 27 this year: “A strong probability exists that increasing
quantities of foreign steel will be dumped in the United States at depressed prices
which can only pose & serlous problem to the continued level of domestic
production.”

Let me make clear at the outset that I do not view the massive importation of
steel mill products now flooding this country as a reflection of productive inter-
national trade, namely that which is mutually advantageous to both exporting
and importing countries, although many infer that it is, Steel mill products are.
not being imported into the United States primarily because there is a great need
for them here, but rather because foreign production is in excess of home mar-
ket needs, It is being shipped into the United States with destructive effect.

Large tonnages are being imported here from the prineipal steel-producing:
countries of the world at whatever price is necessary to get an order. In other
words, such countries are using the great United States market as a means to.
further their own social, political and economic aspirations at our expense. 1
submit, therefore, that a continuation of unrestrained and massive imports of
%teel mill products into our market is not in the national interest of the United
States,

Before discussing the steel import problem in depth, I would like to urge that
the proposed study be made by a Congressional committee or subcommittee in:
order that it may be put in motion immediately and concluded promptly with
whatever assistance may be desired from other government agencies. Study by a
Congressional committee would seem to be particularly appropriate since the.
solution obviously lies within the jurisdiction of Congress, S8ince it has heen
suggested that the study be made by a group in which the industry itself would
be involved, I would like to point out that such an arrangement would in effect
constitute an inquiry of the industry by itself, and would not carry the weight
nor have the objectivity of a Congressional study.

I wish to summarize briefly for you, first, the most important aspects of the
fmport problem now facing the steel indurtry of the United States; second, the
major reasons for the growth of this prcblem; third, some of the background de-
velopments in the world steel industry which are essential to an understanding
of the problem; and, finally, list sore of the factors that might be usefully ex-
plored in the proposed study.

THE PROBLEM
A. Import volume

Imports of steel mill products into the United States in 1965 totaled approxi-
mately 10,883,000 tons, representing 10.8 percent of total market. Just four
vears before, in 1961, imports were 3,163,000 tons. This compares with the
1956-1987 period when such imports averaged only 1,200,000 tons annually, or
about 1.5 percent of market. The significance of the 1965 import volume can
be gauged from the fact that it was equivalent to the combined output in 1965
of Jones & Laughlin Steel Corporation and of Armco Steel Corporation, the
fifth and sixth largest American steel producers which directly employ 79,000:
workers.

In spite of the closing of the St. Lawrence-Great Lakes seaports in January,
February and March, imports of steel mill products in the first four months
of this year were at an annual rate of over 8 million tons. It can be anticipated
that, with the St. Lawrence Seaway now open, the rate of imports for the
remainder of the year will increase even beyond that substantial tonnage.

B. Bolance of payments

The deficit in steel trade is a major contributing factor to the balance of
payments deficit. In 1965, the value of steel imports exceeded the value of steel
exports by $670 million,

To this net import figure must be added an aditional dollar outflow for freight,
since much of the imported steel arrives in foreign flag ships; and, in addition,.

64-887-~60—18
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the value of the exports should he reduced by the value of steel sold under AID
financing, which does not result in the seller acquiring dollars from foreign
sources, When these factors are taken into consideration, the deflcit in the
steel balance of trade last year approached $1 billion—as compared with the total
1965 balance of payments deflcit which is estimated at $1.8 billlon. (Sce
Appendix A.)

The Chairman of the President’s Council of Economic Advisers, Gardner
Ackley, put the problem in historical context on January 3, 19668 by saying, and
I quote him:

“Over-all steel imports In the first 11 months of 1965 were up to 9.7 million
tons, worth $1,006 million, The value of steel exports was down to $460 million,
producing an 11-month steel deficit of $636 million, perhaps $700 million for the
full year. In 1955-57 we had an average steel coport surplus of $645 million.
Thus the deterioration of our balance of payments due to steel over the last
decade is $1.8 billion, probably as large as our entire balance of payments
deflcit in 1965.”

C. Import penctration by product and arca

The steel import penetration of the United States market, which reached an
average level of 10.3 percent in 1905, varies widely as between different areas
of our country. Ifor that reason, it is misleading to talk of such penetration
in terms of the natlonal average, as serlous as that is.

For wire rods, imports in 1905 accounted for 49 percent of the national market ;
for wire and products made from wire, immports ranged from 13 percent to 0 per-
cent of the U.8, market. Japan shipped half the wire rod tonnages and nearly
half of the wire in 1965, to a value of more than $120 million,

In the care of two major market arcas—the Southwest and the Pacific Conast—
imports already are supplying one-fifth of their total steel requirements despite
the existence in cach area of modern well-equipped steel plants, Obviously, im-
ports are now having a significant impact on the economies of the communities in
which such plants are located,

When geographical markets for particular steel products are examined, the
critical nature of the import invasions becomes quite evident. In Nouthern
Californin, the largest industrial aren of the West, nearly half of the hot and
cold rolled sheet requirements are supplied by foreign steel producers, principally
the Japanese. On a national basis, thelr rate of increase ig greater than that of
any other steel product. Also, on the West and Gulf Coasts, more than half the
welded steel pipe sold to domestic customers is imported. Such high levels of
market penetration have obvious implications for the future in other parts of
the country where foreign marketing efforts are as yet in less advanced stages.
Tor example, in 1965, an alarming rise in imports occurred in the major steel-
using area comprising the states bordering the Great Lakes, including Indiana.
They now threaten to flood this area through the easlly accessible Great Lakes
ports just as they have already flooded coastal areas of the country,

D, Effcct on domestio industry

Imports on the scale experienced in 1965 and the continuing trend toward
still higher imports in the future can only result in weakening the capability
of domestie producers to meet normal domestic demand, to say nothing of
the requirernents of emergency periods.

The 10.4 miltion tons of steel imported in 1965 was a three-fold increase over
1060, and jepresented one of every 10 tons used in this country last year.
They approximated the combined shipments of Inland Steel Company plus
Youngstown Sheet and Tube Co., or of Jones & Laughlin Steel plus Armco.

Should this growth continue unchecked at the same rate, imports by 1970 would
skyrocket to nearly 30,000,000 tons, about 134 times the 1965 shipments of the
biggest American steel producer, United States Steel Corporation.

In the event of interruption of international trade, for whatever reason, there
would be no assurance of a supply of steel adequate to meet the needs of our
economy. Already we have witnessed the liquidation of a substantial portion of
nail and barbed wire manufacturing facilities. In a time of national emergency,
such inadequacy would be of critical importance.

As ominous as the implications of this projection are in terms of lost market
opportunity, they are at least as disturbing in terms of the potential impact on
steel employment. Such an increase in imports would result in a potential loss
of future direct employment in the domestic steel industry by very substantlal
proportion. Xven allowing for a rising trend of industry efficiency, the 1970 em-
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ployment loss related to 30 million tons of imports would be on the order of
180,000 jobs,
THE REASONS FOR THE HIGI VOLUME OF IMPORIS

Does this rising trend of steel fmmports represent a true economic advantage
of forelgn producers in terms of costs of production and distribution? The
technology of steel manufacture is a complex and changing applied science which
i8 becoming increasingly internationalized, The economic and social charges
that go into the price of goods nre obviously at different levels in different coun-
tries; for example, wage rates, raw materfals prices, taxes and interest rates.
As a result of differences in taxation policies us between the principal foreign
steel-producing countries and the United States, imported steel which has been
cxempted from a substantlal share of taxes in the producing country enters our
market to compete with fully-taxed domestic products manufactured under the
unijon contracts and progressive labor laws of the United States.

The foreign steel producer, under normal circumstances, can enter the U.S,
market only by offering steel products at prices substantially below our current
domestic Ievel, Ife functions under an economic system in which he feels obli-
gated to maintain the highest practical operating level regardless of his home
market conditions, Then he must dispose of excess tons in the export market
at whatever prices he can obtain regardless of costs. Pressures from his own
government for dollar exchange or other reasons may also influence his entry
into our market at prices frequently below his home market prices, in violation
of the spirit and intent of United States anti-dumping laws,

One need only be famillar with foreign trade publications to know that the
typical situation is one of sharply fluctuating export price quotations, in many
cases well below reported prices for domestic delivery, ‘This situation, in the
case of Burope, is regularly discussed, for example, in the officlal reports of
the Economic Commission for Europe, a United National body in Geneva.
There can be little doubt under the circumstances that the home market cus-
tomers of many foreign steel companies are, in effect, subsidizing their export
cales in this and other ways. As the Chairman of a major British steel com-
pany * recently stated, referring to market conditions last year:

“Unfortunately prices in the export markets are very weak, and fell away
all through the financial year, more particularly in the last two or three months,
with an adverse effeet un the whole steel trade. They have now reached a
point where they are very much below domestie prices, and here I would remind
yl(l)u tha}dBrltlsh home steel prices are highly competitive with others throughout
the world.”

It also seems clear that the sale of steel exports to the United States market
is being achieved in many cases by commercial practices which are contrary to
our anti-trust aad fair trade statutes. I would like to quote on this subject
from two recent articles which appeared in foreign publications,

Spenl(:ling of Japanese tactics in exporting steel, the Japan Economio Journal
reported :

“For creating better order in exports of steel products, 27 major steel manu-
facturers engaged in steel sales in the U.S, market last week decided to establish
export cartels controlling prices and quantities of steel exports to the United
States,” —Japan Economic Journal 3-16-00.

Within the past two months, the British magazine, Metal Bulletin, in report-
ing that Australian and West German tube companies were shipping galvanized
tubes to our West Coast, commented :

«“» » * Thig is in spite of a still existing tacit agreement that European steel
companies are solely to export to the U.S. Fast Coast and that the Japanese
firms are to sell their products to the West Coast.”—Afetal Bulletin, England
4-10-60.

In short, I believe that American producers are thus faced with a one-sided
competitive struggle with the rising tide of imports because of these unfair
advantages held by the foreign suppliers.

The ease of entry into the U.8, market 18 expressed in the following quotation
from the Stainless Steel Industry of Japan (1963 edition), a publication of the
Japanese Stainless Steel Association:

“The United States, the principal importer of Japan's stainless steel on the
North American continent will continue to be the bigest tmporter of Japan's

1 8ir Richard Summers of John Summers and Sons, Limited, February 8, 1966,
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stainless steel as well as ordinary steels * * * this market 18 worth extensive
efforts in export promotion dy the Japanesc stainless stecl exporters, because
the United States has mneither {mport resiriotions nor oontrol on foreign
exchange.”

BACKGROUND OF PROBLEM

I have outlined the import problem in the United States market for steel
products, and also what I believe is a major part of the explanation of its causes.
However, the picture would not be complete if I were to omit reference to de-
velopments in recent years in the steel industries of Western Furope and Japan,
as well as in the less developed countries which historically have been the major
export markets for steel products.

It should first be emphasized that this background of world steel industry
development {8 fundamental to an understanding of the development of the steel
import erisis in the United States markets and its long-term significance.

A. World Capacity and Production

In the past ten years, world steel output has increased by over two-thirds—
from nearly 800 million ingot tons in 1955 to a record of 500 million tons last
year. Over the same perlod, world capacity to produce steel increased even more
rapidly—from approximately 300 million tons to nearly 600 million tons—leav-
ing an excess of about 100 million tons of capacity to hover over the world steel
import and export markets. What Is more, planned expansion for the future
will not diminish and may, in fact, aggravate the problem. Much of this new
capacity was installed in Western Europe and Japan after World War 1I, and
some of 1t admittedly has been installed for the express purpose of exploiting ex-
port markets, particularly the United States.

The ever-growing excessive foreign steel capacity and production, the results
of which plague the Amerlican steel industry, is augmented by the race in many
less-developed countries to attain self-sufficiency in steel production. The less-
developed countries have also bullt steel capacity at a rapld rate for the pur-
pose of improving their own balance of payments situation and also as a status
sgymbol irrespective of domestic demaud. In the last decade, the emerging coun-
tries in Africa, Asla and Latin America nearly tripled their steel production
and almost doubled their share of world output. Some 20 countries have joined
the ranks of the steel producers and, as a result, the less-developed countries
have stabilized their fmport volume and sharply reduced the import share of
their steel supply. Somc of them have even begun to export steel,

B. International trade in stecel

Parallel to the increase in world steel use, total world exports of steel have
doubled—from 29 million tons of steel mill produets in 1955 to over 60 million
tons in 1065. (If intra-ECSC trade were excluded, the figures would he 23 mil-
lton tons and 50 million tons, respectively.) However, the pattern of this trade
has shifted drasticnlly away from one of shipments from the industrialized steel-
producing countries to the less-developed countries, to an increasing exchange
between the industriallzed nations, with the United States by far the major
recipient. In the past ten years, the share of totul world imports (exclusive of
intra-Common Market trade) accounted for by the less-developed countries de-
clined from 50 percent to a little over 30 percent in 1065, while imports into the
United States rose from 4 percent to 20 percent of total world trade during the
same period.

Last year alone, increased shipments into our market accounted for almost
the entire increase in world steel trade. Stated another way, the world's largest
steel producer is now the world’s largest steel Importer.

. Protection of home markets

In looking for the reasons for this drastic shift in the world trade pattern in
steel, one must ask why imports into other countries did not increase as fast as in
the case of the United States. In the less-developed countries, new loeal produc-
tion tended to displace imports, and this tendency was reinforced by lack of hard
currencies and by various government devices to restrict imports.

However, in the case of the steel-producing countries of Europe, there was no
lack of hard currency, and in theory, their international trade restrictions were
being reduced under the successive rounds of GATT. The European steel mar-
kets have always been less open than the U. 8. market because of higher costs
of entry due principally to the so-called “border taxes,” higher tariffs and other
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‘restrictions that reflect the cloge cooperation between the industries and gov-
.ernments of these countries,

The European Coal and Steel Community and the United Kingdom have been
-dealing with thelr steel import problem by imposing duty increases or import
:surcharges within the past two years. These Increases leave the U, 8. without
.challenge as the wmost open and easlly accessible market. Neither the KCBC
‘nor the UK have shown any intention of entering into any real tarlff bargnining
on steel, In this regard, it s most important that our GATT negotintors, in
thelr eagerness to make a success of the Kennedy Round, do not sacrifice our
.steel industry by bargaining awny our already low costs of entry on steel mill
products.

The massive importation of steel Into the home market of the world's largest
steel-producing natlon—the United States—is a development of the past five
years, During this perlod, steel imports into the other major producing areas—
the Kuropean Coal and Steel Community, the United Kingdom and Japan—
have shown varylug trends, but in none of the three areas has there been the
massive volume and rising trend which imports have exhibited in the U.8. In
1905, hmports into their countries accounted for about 4 percent of the RCSC
market for steel (excluding Intra-Common Market trade), 4.5 percent of that
of the UK, and less than 1 percent of Japan's; whereas in the United States, as
I have indieated, imports have risen to 10.3 percent of the domestic market.
For the Amceriean steel industry, such a continuing erosion of its domestic mar-
ket can only mean utimate deterforation of fts capability to supply the national
requirements of steel, especinlly in cases of national emergency.

Wae belleve that the distortion which has developed in the pattern of world
steel trade 18 clear evidence of the fnequitable competitive circumstances and
gm’ulr practices which surround these massive imports of steel into the United
-States,

The best avatlable forecasts suggest world steel production and capacity in
the range of about 600 milljon ingot tons output and 700 million tons capacity
in 1070, substantinlly the same surplus in capacity as prevails today. Major
capacity additions are projected for Western Kurope and Japan, while there
s no evidence that homo market demand or steel consumption in the less-devel-
oped countries will increase sufticlently to absorb the additional capacity.

The future, therefore, seems to promise an intensification of the efforts of
Buropean and Japanese mills to dispose of their steel in the United States,
utilizing the practices I have described and impelled by an incrensing production
capability at home. Their home markets, of course, will continue to be pro-
tected as may be necessary by various governmental and quasi-governmental
measures,  Consequently, we should expect that fmports will continue to be
sold In inereasing volume at whatever prices they will bring in the world’s
largest and freest market—the United States.

RUMMARY

Since 1000, the steel Industry of the United States has struggled with the
‘rising tide of steel imports, Despite huge investments in new and improved
facilitles, success In this struggle is not easily attainable.

While we have dealt in some detail with the experience of the past five years,
it is the long term that deserves the most careful consideration. Projection
-of the present import trend for another five years would constitute a problem
of major proportions for the nation as a whole. Conditions of temporary ab-
‘normal demand for steel have no relevance to this long-term trend.

Further erosion of the position of the steel industry of the United States in
its home markets can only lead to impuirment of its ability to compete and to
‘gerve the nation’s needs in time of peace and war.

It is extremely Important that the steel industry retain the strength to con-
tinue to modernize, create new technological breakthroughs and take advantage
of such breakthroughs as rapidly as possible,

The massive volume of imports may discourage further major capital projects.
‘This would be dangerous to the nation’s welfare, even though it is recognized that
-current investment decisions are not likely to result in productive capacity for
‘gseveral years, Such losses cannot be made up over night.

The iron and steel industry is expected to spend more than two billion dollars
-on facility improvements this year. Obviously, outlays of this magnitude can-
mot be justified for long if the upward trend of imports continues,
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What some people have viewed as a problem has become a crisls, not only for
the steel industry, but for the nation as well. For example, the adverse balance
of pnyments in steel mill produets, taking into account cost of freight and the
effect of AID filnancing, was over 900 million dollars in 1060, and shows no
improvement in 1066,

We not only welconme a careful study and analysis of the steel import problem,
but we urge that such study and anulysis be conducted by an appropriate sub-
committee of Congress and that it be designed to be completed by October of this
iv;ontr km order that prompt remedial legislative or administrative action may

e tnken.

Our experience leads us to conctuae that the following are areas which should
be explored and analyzed by such a Congressionnl subcommittee

(1) The extent to which dumping is a factor in steel fmports into the
United States. Dumping here {8 used not only in its technieal sense, but
nlso in the sense that foreign steel producers dispose of thelr surplus steel
in world markets in ways that can be consldered unfair trade practices,
As an ald to such a study, the United States government could by adminis-
teative action immediately requirve certification on all steel imports of the
fair market value, f.¢., concurrvent domestic mill net return, of the particular
commodities In the home market of the country of export.

(2) The types of speclal assigtance given thelir steel-producing companies
by governments of the major steel-producing countries with respect to tarift
and non-tariff barrlers: loans or lonn gunrantees: speelal tax assistance by
way of rebate or otherwlse; techniques used by other steel-producing coun-
tries to protect their home industries on all purchases financed by public
funds ; and other national preference laws and practices,

(3) The applicability of contervailing dQuties to offset such government
assistance,

(4) The oxtent to which the operation of steel facllities In the United
States has been discontinued as a result of foreign imports,

(6) The degree to which the industry’'s employment and revenues and
government revenues have heen affected by steel imports, and the lkelihood
of further injury in the yecars ahead if present import trends are allowed
to continue,

(6) The problems created particularly for the specialty steel industry
by excessive imports. ’

(7) The extent to which foreign producers selling in the United States
should be required to comply with United States anti-trust laws and
regulations.

(8) The need for development of effective international laws of fair
competition in international trade.

(9) The extent to which other steel-producing countries apply quantita-
tivo restrictions to steel imports.

Tho long-range dangers posed by massive imports are real, 1t is Imperative
that n study be made. The steel Industry will assist in any way it ean in a
Congressional study of this problem so that the facts may be mnde evident and
appropriate correctlve action can be taken promptly,

APPENDIX A

STATEMENT ON BALANCE oF PAYMENTN, Revisen May 31, 1906

The progressive erosion of the International steel trade position of the United
States over the past several years has been a matter of deepening concern to
Ameriean steel producers,

As iawell known, the United States, as the largest world producer of this
basic metal, had been a congistent and substantial net. exporter of steel over an
extended period of time, stretehing back to the beginning of the century, This
traditionnl position suffered a dramatic reversal in 19539 when imports for the
first time exceeded exports, partly due to speelal elecumstances flowing from the
steel strike.  However, since that year, steel limports into the United Stales have
been vising—at an incereasing rate since 1961—-and the negative trade balance
has been widening, both in terms of physical volume and dollars,

This unsatisfactory situation, it ix feared, is not a temporary phenomenon,
attributable to unusual market conditions  According to past experience, the
tendeney has been for forelgn producers to take full advantage of avallable
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opportunities and then to consolidate thelr new-won position by whatever expedi-
ents suggest themselves,

These disturbing trends nnd prospects hold serlous implications for the Ameri-
can steel Industry and for our national ecconomy as o whole,  Already, grievous
losses have been sustained in terms of production, industry employment, and the
balance of payments, and all signs point (o further deterioration unless measures
nre tuken to corrveet. the situation,

In view of our negntlve halunce of payments cerisis, it s the purpose of this
paper to diveet renewed attention to the trend of export-import {rade in steel
and to the problem the growing magnitude of the steel trade imbalance poses in
its effeet on the dollar gap.

Tho progressive detertoration of the U.S.A, trade balance in steel mill products
is shown in the table below,  The dollnr values are based on oftielal U8, Depart-
ment. of Commmeree statisties, but the import values have heen adjusted to refleet
the cost of bringing the fmported material to the United States.  Import values
s glven in the oflicinl statisties represent. f.o.b, values at the foreign port. of
shipment nnd, as sueh, do not take into acconnt freight. and insurance charges
paid by the American importer,  Lxperience shows that. steel fmports from
OVOrseas sourees, s i general rule, arve eaveted to our shores in foreign flag ships,
Accordingly, such costs constitute nn additional deain on our bnlance of pay-
menty,  Our findings ave that these eharges average 109 or more of the declared
f.o.h, vatlue of imports,

Making due allowance for the freight and fnsurance factor, the figures in the
table show that, in terms of dollars, the deterioration in our steel trade bnlance
amounted to $760 million, comparing 149464 to 1957,

The drastie change in our forelgn trado position In steel was given full recog-
nition in the Report of the Councll of Keonomice Advisers on Steel Prices (Ackley
Report), released by the White House, May 4, 1005, This report placed the
adverse impact on the balanee of payments of the reversal in the U.SA. steel
trade position ay hetween 1955-07 and 1064 at. $791 milllon.  Allowance for
t'r;-lllyizhl: and fnsurance on imports would raise their figure to an estimated $873
million,

Steel imports tirst. exceeded exports in value in the year 1959, In both 1063
and 1964, the coxt of steel imports exceeded the dollar return from exports by
between $200-225 million,  In 1065, further adverse shifts in both exports and
fmports raised the annual dollar deficlt. to 788 million. I developments over the
past several years are Indieative of the trend, as we fear they are, the annual
balnnce of payments defleit on steel teade account alone could rench even more
alnrming magnitudes in the years to come,

Imports and crports of steel mill products

Imports Exports Balance
Thousands | Milllons tof | "Thousands | Millflons of | Thousands | Milllons of
of tons dollars of tons dollwrs of tons dollnrs
1,158 100 8,348 780 4,103 560
1,707 213 2,823 864 1,146 361
4, 396 i 1,077 308 -2,710 =204
4,350 401 3,077 001 - 382 10?7
3,103 420 1,080 423 -1,173 4
4,10 532 2, 01 4 -2, -108
b, 440 (L) 2,824 470 -3, 222 —-220
0, 440 824 3, 436 022 -3, 000 =202
10, 383 1,203 2,489 807 ~7,804 - 788

tImport values inereased by 10 pereent to udjust them trom an fo.b. to a C. LK, basls,

It will be noted that both declining exports and rising imports have con-
tributed to the growing defieit, but the upsurge in imports has been by tar the
principal factor accounting for the change.

Actually, in terms of the negative effect on the balance of payments, the e'port
position s even more unfavorable than indicated. This I8 becausy, in fact, a
large volume of steel exports is being financed by commodity loans xranted by
the Ageney for International Development-——AID,  In such eases, foreign buyers
ave supplied with dollars by the United States Government on liberat long-term
terms of repayment, In the circumstancey, AID-financed exports muke no net
contribution to the balance of payments on current account.



276 STEEL IMPORTS

If the value of steel exported under AID loans is subtracted from the export
total, the true effect of the steel balance 18 shown, as indicated in the table below:

{In milifons of dollars)

Net offect
Balance of |AID-financed| of steel trade
steol trado | stoel exports { on balance

of payinents

560 33 827
381 20

~204 13 -7

107 16 08

44 —-41

-108 122 -230

-226 170 —403

—202 107 -390

—188 160 -938

On this realistic basis, the ndverse swing in the balance of payments on sicel
account between 1057 and 1965 amounted to almost $134 billion,

Indirect trade in steel

In addition to direct steel exports and imports, trade in manufactured goods
glves rise to indirect receipts and shipments of steel in contained form. Virtu-
ally all of such indirect trade in steel results from exports and imports of metal
manufactures, machinery and vehicles. ‘Cne balance of payments figures pre-
sented above make no allowance for the value of contained steel in our forelgn
trade picture, The value of the steel contained in these products varies greatly
from item to ftem and it is difMcult to arrive at any meaningful figures. On a
value-added basis, the dollar volume attributable to the steel used, generally
accounts for only a small portion of the total value of the finished product. We
conclude further that the value of contained steel in Amerlcan manufactures
shipped abroad would be of a relatively lower proportion than is the case with
imported manufactures where materials tend to make up a much greater part of
the total cost,

Studies made by American Iron and Steel Institute indicate that the United
States balance in indirect steel trade has ylelded a net export surplus of an csti-
mated 2.5 million tons annually during recent years. The estimated contribu-
tion of this export surplus to the balance of payments is placed at between $300
and $400 million, annually, This is not nearly cnough to offset the current
deficit on direct steel trade.

APPENDIX B

NON-TARIFF TRADE BARRIERS

A non-Tarlff trade barrier is generally defined as any law, regulation, policy
or practice of a government, other than the import duty proper, which has a
restrictive impact on imports, as well as impediments to trade resulting from
the operation of forelgn cartels, private monopolies, and other non-governmental
business practicer. An 1llustrative list of restrictlve trade regulations and
practices 18 included in Exhibit 1.

Principal non-tarift trade barriers in forelgn steel-producing countries which
tend to limit imports into those countries include: border taxes, surcharges in
addition to tariff rates, import licensing and quotas, foreign exchange controls,
customs and other administrative formalities, exclusive supplier agreements, na-
tional preference laws and practices, and the fact that some market practices
prohl!;'l!ted by law in the United States are often condoned in some foreign
countries.

The incidence of such barriers varles widely from country to country with
respect to steel mill products. In general, the industrialized natlons are freer
from such barriers than are the developing countrics. Nevertheless, many in-
dustrialized countrles have effective devices for limiting imports. For example,
Japan still has stand-by import licenses and foreign exchange controls which
have been invoked from time to time to curb imports. In Western Furope, the
widespread use of transactions or equalization taxes drastically affects the com.
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petitive position of countries, like the United States, which depend less on such
indirect taxes on sales and more on direct taxes on personal and corporate net
income. Present Buropean practice is to levy such taxes on lnports and to
rebate them on exports,

IMPACT OF DIFFERENCES IN NATIONAL TAX SYBTEMS ON INTERNATIONAI TRADE

United States revenue comes primarily from direct taxation of income and
property (approximately 80%), which are basically levies on production, and
secondurily from Indirect federal excise and state sales taxes (approximately
20%), which are basically levies on consumption. Conversely, Kuropean coun-
tries and Japan depend primarily on indirect taxes (ranging from approximately
70% in the Netherlands to about 80% in France) and secondarily on direct forms
of taxation (3094,-0%).

Ourrent doctrine of the General Agreement on Tarviff and 1rade (GATT)
pertiits the rebating of indirect taxes by an exporting country, but prohibits
either the remission of direct taxes or the imposition by an importing country
of equanlization taxes to compensate for direct tux burdens assumed by domestic
producers,

It may be argued that asscssment of border taxes abroad does not place
American exporters at a competitive disadvantage xince foreign producers must
also pay transaction taxes on thelr domestic sales as part. of their internal tax
Hability, It should be noted, however, that the price of American exports in-
cludes the full United States business tax liability, On the other hand, imports
into the United States from such European counitries are exempted from part of
thelr domestic liability and additionally assume no United States tax liability
beyond customs dutles, except perhaps excise taxes in rare cases. ‘Thus our
exports are taxed twice, while imports into the United States from many
Kuropean countries do not even bear their share of their national tax llability.

It should be recognized that even if our exports to FEurope were to be re-
bated domestic taxes the equivalent of Kuropean turnover taxes, an inequity
would still exist since the tax base abroad would be the C.I.F. cost, plus tariff,
rather than the invoice or market vnlue. The European practice of levying
tariffs on C.I.F, valuations, and then levying domestic border taxes on top of the
duty-added C.IF, valuation, results in a pyramiding tariff-tax system which
places U.8, exports at a substantial cost disadvantage when competing in
Europcan markets.

Finally, differences in national tax systems adversely affect United Stantes
costs In “third-country” markets such us Latin America, It I8 realized that a
subsidy or an incentive by an exporting country does not constitute a trade
barrier on the part of the third-country importer. Nevertheless, the exemption
of French, West German, Belgian and Canadinn exports from their own na-
tional transactions or sales taxes compared to the fully-taxed status of United
States exports is an obviously tnequitable situation.

The following two iInllustrations are typlcal of the impact of Kuropean
border taxes on the cost of entry of American steel into French and West
German markets,

Cold rolled sheets coming from France to the United States pay ocean
freight, tariff and wharfage charges amounting to $42.00 per ton. But
a ton of cold rolled sheets shipped from the United States to France incurs
costs of freight, import duty and transactions tax totalling $82.20 a ton,
or $40.00 more despite the fact that the U.8, import duty is about 8 per
cent higher on this product. The French transactions tax alone amounts to
$45.40, or more than the combined tariff, ocean freight and other charges
the French steel pays to enter the United States market.

In the case of wire rod shipped from West Germany to the United States,
ocean freighit and fmport duty combined comes to $21.50 per ton (with no
indirect tax at entry to the United States) ; but in exporting a ton of wire
rod from the U.8, to West Germany, ocean freight, import duty and indirect
tax at entry amount to $52.28—a difference of over $30 per ton.

Another non-tarift trade barrier is national preference purchasing. Although
in the United States the so-called Buy American Act was created to gulde Fed-
eral purchasing policy, it is a fact that foreign governments, without the bene-
fit of such national legislation, generally do not purchase from foreign sources
their own requirements for steel and other commodities which are available
domestically.



278 STEEL IMPORTS

A two-volume report on the national preference purchasing policles of foreign
governments, prepared by Joseph W, Marlow, assoclated with Cravath, Swaine
and Moore of New York Clty, was introduced into the Congressional Record
beglnning April 27, 1005, The report substantintes the fact that major world
teading countries, such as Japan, France, Belgium and Italy, favor thely do-
mestic concerns to the exclusion of U8, produets. Ixcerpts from the Marlow
report are included in Exhibit 3,

In summary. with respect to non-tariff trade barriers, United States pro-
ducers are significantly affected by the impaet of barriers erected by other na-
tlons, in the case of United States sules to these countries, in competition with
their products in “third country” markets and in competition wtih finports
from those countries in the United States domestic market,

Although border taxes of industrinlized nations have occupied a prominent
position In this statement. other (ypes of non-tariff trade barriers Hkewise
operate effectively to lesken the competitive ability of United States mills in
world markets, In thix connection, prineipal trade deterrents conslst of import
licensing and foreign exchange controls in Japan, and the exisience of those
same barrlers, in addition to surchanges on tariffs, in an large number of the
developing countries,

Exmmir 1

ILLUSTRATIVE LisT OF NoON-I'Anvirr TrADE DBArriers, As Cosmrnrn ny tue 0.8,
DEPARTMENT OF COMMERCE

The following is an illustrative list of trade regulations and practices which
may be so drawn or administered as to have a restrictive etfect on the sale of
U.S. goods abroad, and should be considered as non-tarift trade barriers.

A. Customs Law:
(1) Regulations governing the right to Import.
(2) Valuation and appraisement of imported goods.
(3) Classification of goods for customms purposes,
(4) Marking, labeling, and packaging requirements.
(5) Documentary requirements (including consular invoices),
(6) Measures to counteract disruptive marketing practices; e.g., anti-
dumping and countervailing dutles,
(7) Penaltles (for example, fees charged for mistakes on documents),
(8) Irees assessed at customs to cover cost of processing (handling)

goods,
(9) Administrative exemptions (for example, administrative authority
to permit duty-free entry of goods for certain purposes).
(10) Treatment of samples and advertising material.
(11) Prohibited and restricted hmports,
(12) Administration of customs law provisions (delay in processing goods,
inadequate or delayed publication of customs information).
B. Other legislation specifically applicable to imports, under which restrictions
are applied prior to entry of goods

(1) Taxes.

(2) Balance of payments restrictions (including quantitative import
restrictions, licensing fees, prior deposit requirements, import sur-
ch‘arg)es, credit controls on import transactions, multiple exchange
rates).

(3) Restrictions imposed to protect individual Industries (including
measures to protect infant industrles).

(4) Taxes applled to imports to compensate for indirect taxes borne by
comparable domestic goods (Iuropean turnover taxes).

(5) Restrictions applied for national security reasons (other than under
Customs Law).

(6) State trading (or the operation of enterprises granted exclusive or
special import privileges).

(7)) Sanitary regulations (other than under Customs Law),

(8) Iood, drug, cosmetic, and pharmaceutical regulations,

(9) Patent, trademark and copyright regulations,

(10) Shipping and insurance regulations.

C. Other legislative and administrative trade barriers
(1) Government purchasing regulations and practices.
(2) Domestic price control regulations.
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(3) Restrictions on the internal sale, distribution and use of products:

(a) Screen quotas and other restrictions affecting motion picture
film and television program material,

(V) Specifications, standards, and safety requirements affecting
such products as eleetrical equipment, machinery and auto-
mobliles,

(¢) Internal taxes that bear more heavily on U8, goods than
on domestic products (for example, automobile taxes in Ku-
rope hased on horgepower rating).

(4) Restrictions on advertising of goods,
(5) Restrictions on display of goods at trade falrs and exhibitions.

Exumr 2
Bornkr TAXES IN IUROPEAN FcoNoMIc COMMUNITY COUNTRIES

Belglum: Transmission tax of 7 to 19 percent of the duty-paid value of all
imports from whatever source. Almost all items take the 7 percent rate; few
tnke n 13 percent rate (mainly certaln categortes of tubes, railway and construc-
tion material and some special purpose items).

France: Sales tax of 25 percent ad valorem on CII* duty-paid value and a cus-
toms stamp tax of 0.2 percent ad valorem based on total customs carges.

}Vost Germany : ‘Turnover equalization tax of ¢ to 8 percent on the duty-paid
value.

Italy : General sales tax of 4.0 percent on all {temns. There {8 also a compen-
satory import tax of 4.8 percent on all items except on tubes and pipe (SITC
Nos, 4782 and 678.3) for which the rate is 6.5 percent, based on the CIF duty-
paid value, plus on 0.5 percent administrative tax on the value after the fore-
going taxes have been applied.

Luxembourg: Import tax of 3 percent of the duty-paid value of all fmports
from whatever source. Algo, there is a turnover tax of 3.00 percent of the duty-
paid value of all imports from whatever source,

Netherlands: Turnover tax up to 11 percent of the duty-paid value of imports
from whatever source., Most items fall in the § to 9 percent range, with only a
few sub-items (mainly certain categorles of tubes and rallway construction ma-
terial) taking the higher rate.

Note.—RBorder taxes are also imposed by many countries outside of the Euro-
pean Economic Community, in Kurope, Afriea, Latin Amerlen, and Asia, includ-
ing: Austria, Ilgypt, Greece, Iran, Philippines, and Sweden.

Exnmir 3

NATIONAL DPREFERENCE PPURCHASING Por1ciig OF FOREIGN GOVERNMENTS IN THR
AWARDING OF PUBLIC CONTRACTS

The following excerpts are taken from a two-volome report by Joseph W, Mar-
low which was introduced in the Congressional Record, beginning April 27, 19635,
by Congressman Joh» P, Saylor of Pennsylvania.

JAPAN

The fundumental principle of Japanese Government procurement is competitive
tendering with publie advertisement, but many exceptions have been provided
for in laws and orders pursuant to Article 29 of the Account Law. In many cases
it is customary to adopt limited competition by selected supplies.

The most important exceptions, which provide for an outright preference for
Japanese producers, are set forth in the Cabinet Order No. 336 of Scptember 25,
1963 (published in the Oflicin]l Gazette of the same date), which amended the
special exceptions to the Cabinet order concerning budget, settlement of accounts
and accounts (Imperial Order No. 558 of 1946) to provide additionally as follows
(unofficial translation from Japanese):

1 Printed in Congressional Records of April 27, 28, 29, May 3, 4, 6, 10, and 11, 1965.
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“Article 4-(15) : In purchasing any of the goods included in the goods desig-
nated by the Minister of Finance (hereinafter referred to as the ‘Designated
goods'), the chief of any Ministry or Agency may, for the time being for the pur-
pose of encouraging the use of domestic products, make such purchase through
limited competition, in addition as provided for in laws and orders in accordance
with the provisions of Article 29-(3), paragraphs 5 of the Account Law.

“Before inviting the limited competition in accordance with the provisions of
the preceding paragrapl.,, the Chief of any Ministry or Agency shall confer with
the Minister of Finance,

“Article 4-(16) : If the Chief of any Ministry or Agency finds that in a com-
petitive bidding invited with respect to the purchase of any of the Designated
goods, there are two or more persons who have offered the same price that would
make their bids successful, he may, for the time being, designate as the success-
ful bidder, the person who will supply such Designated goods in domestic prod-
ucts. If, in that case, there are two or more persons who would be the successful
bidder, the successful bidder shall be determined in accordance with the pro-
visions of article 83 of the Cabinet Order.”

According to Japanese counsel, the “Buy Japan” policy reflected by the above-
quoted provisions will be carried on in such a way as to give preference to Jap-
anse goods, regardless of cost, notwithstanding the provisions of article 4-(16).

BELGIUM

All government contraocts are governed (effective January 1, 1965) by the law
relating to contracts entered into on behalf of the state of March 4, 1963 (Mon-
iteur Belge, April 3, 1963), as implemented and regular by the royal decree of
October 14, 1964, and by a ministerial decree of the same date which prescribes
the general comtract conditicns (Moniteur Belge, Oct. 17, 1964).

Tthe 1:)63 law provides for the following methods of the award of government
contracts :

1. General public tendering (adjudication publique)-—publication of an invi-
tation for competitive bidding in the bulletin published for that purpose and the
opening of bids in public.

2. Restricted public tendering (adjudication restreint)—invitation for com-
petitive bidding (without publication) limited to those entrepreneurs or suppliers
whom the Minister concerned decided to consult. Those entrepreneurs and sup-
Ftlliers fare the only ones permitted to submit bids and to attend the opening

ereof.

3. General invitation for offers (appel d’offres general)-—publication of an
invitation for competitive bidding in the bulletin published for that purpose.

4. Restricted invitation for offers (appel d’offres, restreint)-—invitation for
competitive bidding (without publication) limited to only those enterepreneurs
or suppliers with whom the Minister concerned decides to consult.

5. Negotiated contract (marche de gre a gre)—negotiation of a contract by
the Minister concerned with, and assignment of the contract to, the entre-
preneur or supplier whom the Minister selects.

The Minister concerned has complete discretion to designate the method
to be used in any case, except that the negotiated contract method may be uses?
only in the 12 cases specified in the law, which include contracts that must he
concluded abroad by reason of their nature or their special conditions.

In the case of general or restricted public tendering the Minister concerncd
is bound to accept the lowest bid (if he accepts any). In the case, however,
of general or restricted invitations for offers the Minister concerned has com-
pleéte discretion to accept the bid which he deems the most advanti.geous (la
plus interessante) according to objectiv> criteria set out in the law. Moreover,
in either case the Minister concerned may decide not te conclude a contract and
may order that the procedure be repeated, even in a different manner, if nec-
essary.

The law thus affords ample basis for the exercise of administrative discretion
in favor of Belgian nationals and Belgian firms.

FRANCE

French Government contracts are generally governed by the Public Contracts
Code establishied by the Public Contradts Code established by Decree No, 64-729
of July 17, 1964 (Journal Officiel, July 21, 1964, p. 6438), whic’ is for the most
partial codification of a large number of earlier decrees and other regulatory
provisions.
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The Code provides for the following principal methods of leet contracts:

1. Open public tendering (adjudication cuverte): bidding is open to all
interested persons.

2. Restricted public tendering (adjudication restreinte): Only persons ap-
proved by the contracting authority may submit bids.

3. Open invitation for “ids (appel d'offres ouvert): Bidding is open to all
interested persons.

4. Restricted invitation for bids (appel d’offres restreint) : Only persons ap-
proved by the contracting authority may submit bids.

5. Private contract (marche de gre & gre) : The contract may be negotiated
with a supplier or contractor selected by the contracting authority.

The Code also provides for a special type of competitive invitation for bids
(appel d’offres avec concours), which is authorized when technical, aesthetic
or flnancial considerations justify special research, such as a proposal for a
new public building of modern design. The competition takes place on the
basis of a program drawn up by the contracting authority. .

In the case of public tendering the contracting authority must award the con-
tract to the lowest bidder, provided the price does not exceed the stipulated
maximum and subject, in the case of open public tendering to the right of the
cortracting authority to exclude bidders whom it regards as presenting insuffi-
cient moral, financial or technical gualifications.

In the case of invitations for offers the contracting authority need not accept
the lowest bid and may accept the bid which it deems the most advantageous
(1a plus interessante) according to objective criteria set forth in the Code.

Except for the private contract method, the contracting authority has com-
plete discretion to select the method by which the contract is to be let. Theo-
retically, the use of the private contract method is limited te the special cases
specified in the Code.

In any case the contracting authority always retains the right to reject every
bid and to order the bidding procedure repeated. In the case of invitations for
bids, the contracting authority may elect to negotiate a private contract.

As the result of the broad interpretation given by the administrative authori-
ties to the special cases permiting the use of the private contract method, which
the code and previous statutory and other provisions on which it is based regard
as the exceptional method, it is in fact the one most frequently used.

In practice, therefore, there iz ample opportunity for discrimination against
foreign bidders.

ITALY

The public works and public supply contracts of the State are governed by the
provisions of Royal Decree No. 2440 of November 18, 1923, making new provisions
regarding the administration of Government funds and the general accounting
for Government services, as implemented and regulated by Royal Decree No.
827 of May 23, 1924, approving the rules for administration of Government funds
and the general accounting for Government services.

Articles 3, 4, and 6 of the 1923 decree provide for the following four methods
for the letting of contracts:

(1) Public tender (asta pubblica)—public invitations for tenders are issued
to an unlimited number of bidders by notices in the press, and, in the case of
larger contracts, in the Gazetta Ufiiciale (Official Gazette) of the Republic.

(2) Selective tender (1iticazione privata)-—private invitations to tender ave
issx;led ii:o a limited number of suppliers or contractors selected by the contracting
authority.

(3) Competitive tender (appalto-concorso)—this method is essentially the
same as selective tender but is used in special cases.

(4) Private contract (trattativa privata)-—the contract is let after private
negotiation with one or more selected suppliers or contractors.

Under the public tendering and selective tendering procedures, the contract
is awarded to the bidder who offers the best terms (i.e., the lowest tender in
price). The contracting authority does not have discretion to select the bid
which appears to it to be the best or the most advantageous. Nevertheless, the
contracting authority has the power to exclude any bidder, despite the regularity
of the documents which he presents. The exclusion may not be appealed and
no reason need be given thereof.

In the case of public works, bids by foreign firms are effectively precluded by
the fact that all contractors perform works pertaining to the State or to public
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entities in general in an amount exceeding 10,000,000 lire (about $16,600) shall
be registered in the national list of contractors established by Law No. 57 of
February 10, 1962 (Gazzetta Ufliciale, March 2, 1962). Articles 13-15 of such
Law contain detailed prerequisites for inscription on the list. Most important,
Article 13, read in conjunction with Article 15, requires, with respect to private
firms, partnerships and corporations that the technical manager and all legally
responsible directors be Italian nationals, or if they are foreigners, residents
of Italy and nationals of countries which grant the same privilege to Italian citi-
zens on a reciprocal basis.

Nevetheless, the basic form of discrimination against foreign bidders is admin-
istrative in nature. Despite the fact that the basic laws and regulations
prescribed public tendering as the standard and normal method of letting con-
tracts, the contracting authorities have so interpreted the law and regulations
as to relegate public tendering to second place in favor of selective tendering,
with the result that that method is used in an estimated 70 to 80 percent of the
cases,

ABILITY OF THE DoMESTIC STEEL INDUSTRY T0 SUPPLY THE REQUIREMENTS OF THE
SteEEL. CONSUMING INDUSTRIES IN THE UNITED STATES

At the hearings before Senator Hartke last week a statement was made that
imports “helped to stave off a crisis in our domestic economy by averting a
serious shortage of steel.” This is not the first time an effort has been made to
gorltlrzllgf ixlnports as some kind of windfall. A look at the true situation might

e helpful.

There are no official published figures on the use of steel in the United States,
but most estimates of the total steel consumption in this country in 1965 place
this usage in the range of 93-95 million tons and most forecasts of steel consump-
tion this year show about a 3 million ton increase over last year’s record. In
the period beginning January 1, 1965 and ending June 30, 1965 the American
steel industry, at annual rates, shipped nearly 103 million tons of product and
produced over 141 million tons of ingots. Thus, the domestic steel industry
has already demonstrated that it can produce and ship inore steel than was
used last year and more than is forecast to be consumed in 1966.

Admittedly, the steel industry may be unable to avoid extended deliveries when
consumption is at peak and consumers are determined to build heavy inventories.

Few industries can afford to build sufficient capacity to handle both peak
consumption and a doubling in the level of inventories such as occurred recently
within a realtively short period of time, without some effect upon delivery.

The impact of large scale low-priced foreign steel has discouraged investment
in domestic facilities to produce a few finished products, such as nails, How-
ever, there can be no doubt that, with the capacity that has been installed
since mid-1965, and continues to be added daily, the industry is capable of
producing all of the steel that is being used today with some to spare.

Senator Harrke. Thank you, Mr. Roche, for a mighty fine state-
ment.

Let me ask you a question. Are you willing to compete if all the
ground rules are equal in international trade ?

Mr. Rocue. We certainly are, Senator, and we are looking forward
to the opportunity.

Senator Harrke. In other words, you are not asking for any special
advantages.

Mr. Rocue. No.

Senator HarTtke. All you want to do is to have free trade really
mean what it says; that 1s, free trade, and not free trade on one side
and restrictions on the other.

Mr. Rocug. Precisely.

Senator IHartke. Now, one item has been called to my attention by
a staff member. On your recommendation in No. 2, you ask that in
the study we should explore and analyze the types of special assistance
available to foreign producers with respect to tariffs, and the question
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then arises, and nontariff barriers. Can you explain what you mean
by nontariff barriers,

Mr. Rocue. Well, these are a great variety of things, Senator;
border taxes, such as transaction or import equalization taxes; sur-
charges in addition to tariffs; import limitations identified with
licensels that must be granted ; and import quotas and foreign exchange
controls.

Here is one example: One of our producers just learned within
the past 3 months that the company had lost an order to a Mexican
steelpproducer, and the material was shipped into this country. The
manufacturer was determined to try to get some steel into Mexico,
but he learned from our Commerce Department that that particular
commodity would not be accepted in Mexico because they will not
accept any material if similar material is manufactured by a Mexican
company.

These are the types of things that are not immediately related
to tariffs. It is any area of activity by a country which discourages
or prohibits foreign goods from getting within its own borders.

ere’s another example: One of our companies shipped some mate-
rial to Japan, and it lay on the dock for many, many months before it
could get an inspection sticker, and finally never was utilized for the
purpose intended.
ere are a great number of practices that are going on all over
the world, particularly in steel-producing countries, to see to it that
even though the tariff may be pointed to as being lower than the U.S.
tariff or equal to a tariﬁy in the United States, they find ways and
means, with the assistance of the government, to see to it that mate-
rial does not get in. These practices should be reviewed, and reviewed
vexéy carefulg\.
enator HARTKE. Well, let me say that the question of tariffs is
accessible, very readily available, to us as far as we are concerned.
But any help that you can provide, even in this field now, even before
the study begins in obtaining information on these practices, because
these practices are very difficult to ferret out and come up with, we
would appreciate.

I migﬁt point out that two items which are of special interest to
me in my home State of Indiana. " ‘o> demonstrate again that we are
interested in international trade, { ie great St. Lawerence Seaway
opened up the Great Lakes area, including northern Indiana, which is
the industrial part of Indiana, to the foreign markets, both ways, in
other words, to help us both ways.

But, as you have indicated on page 4, even though the St. Lawrence
was closeg in January and February they still had imports of steel
in the first 4 months of this year at an annual rate of over 8 million
tons,

Mr. Rocug. Precisely. o

Senator Harrke. On page 6 again I note you point out, this is
page 6 of your printed statement rather than your summary state-
ment——

Mr. Rocue. Yes.

Senator HARTKE. You say:

For example, in 1965 an alarming rise in imports occurred in thes major steel-
using areas comprising the States bordering the Great Lakes, including Indiana,

and they now threaten to flood this area through the easily accessible Great
Lakes ports just as they have flooded the coasts of the country.
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This is probably right on the doorsteF of what I consider to be prob-
ably the greatest steel-producing ares of the world.

Mr. Rocue. Right.

Senator HARTRE. Are they still able to produce keeping their prices
below you and still be competitive there?

Mr. Rocue. The importer, they certainly are, and they are doing it.

Senator Harrke. They are doing it.

Mr. RocHe. Yes.

Senator Harrke, They are taking away your markets right at our
doorstep.

Mr. Igocme. Right at your doorstep. This is the point that we make,
that the early stages of this took place where you would naturally ex-
pect it, at the seaports, and the internal markets have not been touched
too greatly on a aroportionnte basis; but, with the opening of the
Seaway, it makes Gary just as accessible as New York or New Orleans
or Los Angeles or San Francisco. So there is no reason to feel that
the problem is limited to the west coast, the east coast and the gulf
ports. It has begun to affect the steel producers in the Detroit ares
and the Chicago area and Indiana and the whole Middle West belt of
the country.

Senator HarTrE. On page 8, I think, this is the first time we have
had a real relationship pointed out beween tonnage as related to jobs.
This is at the top of page 8, really at the bottom of page 7, it begins
at the bottom of page 7, and the last line there and the top of page 8,
in which you point out there that this could amount to 180,000 jobs

ost.

I might point out this, it is something that bothers me in this talk
about—which I think is unfortunate, this talk about—full employment
todaﬁ. What we have is full employment of skilled gersonnel. We
still have a vast reservoir of unskilled and potentially developing per-
sonnel which could be utilized. If those people were trained, and that
30 million tons were produced here, it would provide an oYportunity
for 180,000 jobs, and thereb, proviée for an increase not alone in tax
revenues, but a reduction of many of our so-called welfare programs
throughout the United States.

I might point out that one of the points here that concerns me about
some of our training srograms, and some people say, “Well, you are
way out into left field with the training programs and also talking
abcut steel import.” The difficulty with too manf of our approaches to
the problems of the day is that people fail to relate their general the-
ory back to specific solutions. This steel import problem 1s a problem
ooncernin% the balance of payments, and it is a problem about find-
ing jobs for people. You do not just put people to work in the
United States. You put people to work with employers, unless you
hire them as a governmental employee.

Mr. Rocue. Right. :

Senator HArTKE. But the point of it is you do not put them to work
in the United States in the broad context.

Now, we have in the United States today over half of our adult
population over the age of 25 who do not have a high school education
or its equivalent. Now, in this group there is a tremendous potential
where if there is an opportunity to put them to work, the industry
itself will ultimately come to on-the-job training programs. This is
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a lot less expensive than all these programs which I voted for, like
MDTA. and all these other programs. I am for them, but I would
rather have industry do it. Let them do it, and if they have an oppor-
tunity to sell their products and to increase their employment, then
they will train this untrained reservoir of people, and they will start
paying taxes and live better,

ow, this is exactly why I am concerned about getting into this im-
port problem now,

Mr. Rocnie. Yes.

Senator HarrgEe. Because if you have this continued deterioration
there can be no encouragement for industry to go on into this field
except on a very limited basis.

Mr. Rocug. Yes. Your point is very well taken, Senator.

Senator HarTke. I am glad to see that you relate the employment
loss to the imports themselves.

I might point out here that 31 percent of the steel mill products
which are imported into the United States, 32 percent really, come
across the Canadian border. Ynu can see readily that we are moving
into a field in which we are having a sharp penetration in the Mid-
west as well as the coastal areas, as you previously indicated.

Mr. RocHe. Precisely.

Senator HartrE. I have no further questions, Mr. Roche,

I notice Iron Age gave you a nice little quote in here and said that
there was a mixed reaction in the steel industry about this hearing,
which is not surpr’isinig, they said, after years of agitation by the in-
dustry on foreign steel imports, I did not really know you had agi-
tated too much on that. I got into this more on my own, but the in-
c}lilstrﬁ abruptly pulled out of, they say, Senator Hartke’s hearings in

arch.

‘Well, just to put the record straight, I postponed them at that time
not at the request of the industry or the union or anyone else. As I
indicated to you when you were talking to me about it, I was involved
in a matter concerning Vietnam at that moment. I did not have the
time to get the necessary work done. But that isall right.

It says here that you will participate in this week’s session, but won’t
make any positive recommendations. I do not know who——

Mr. Rocue. Well, all I can say is, Senator, that sometimes people
talk about us unfairly and without fla,ving all the facts, just as they
do about you.

Senator Harrge. Well, let us not be too critical of Mr. McManus.
I think he probably wrote what he had been informed was the truth
and like some, at least he did not try to put them in front of a senatorial
committee, just as another witness did, so that is all right.

Mr. Roouz. Thank you, sir.

Senator Hartge. The next witness is Mr. J. A. Mogle.

I am informed that Mr. Mogle and Mr. Peace and Mr. Macdonald
have submitted their testimony for the record, and at this point in the
record their testimony will be included.

(The statements referred to follow :)

STATEMENT OF FINE AND SPECIALTY WIRE MANUFACTURERS' ASSOCIATION, BY J. A.
. MoGLE, CHAIRMAN, TARIFF COMMITTEE

Gentlemen, first, on behalf of the group I represent, X should like to thank you
for the opportunity to testify at this hearing. Secondly, I should like to compli-
ment you for your foresight and, especially Senator Hartke for his perserverance,

64--887~—66-——19
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in arranging this hearing on a subject so important to one of Amerlea’s vital
Industries. .

Now I should like to briefly introduce to you the Fine & Specialty Wire Manu-
facturers’ Association. Thig organization is what is commonly knewn as a
trade associntion with its membership composed of many, but not all, of the
manufacturers of fine steel wire.  Howover, our 18 momber companies account
for approximately 78% of the fine and speelalty wive produced in the United
States. In thls membership are both large integrated steel companies and
relatively small specinlty companies, Attached to the written version of this
presentation {8 a Hst of our member companies, but unless you request it, I shall
not take the time to read it now,

The manufacturlng facilities of these 18 member companies are located in
16 states: Alabama, Caltfornin, Colorado, Connecticut, Worlda, Hlinols, Indinna,
Kentucky, Muassachusetts, Michigan, Missonrl, New Jersey, New York, Ohfo,
Pennsgylvania, and ‘Lexas,

Wire is produced from hot rolled wire rods by a geries of cold reduction
processes on so-ealled wiredvawing machines,  The purpose s to reduce the
size of thix steel llament to a speeitied dinmeter, improve its surfuce condition,
and using combinntions of chemibeal annlyxes of the steel with various wire-
drawing practices, to cereate mechanieal aud physieal properties which are
unique in flne wire as a steel form. Most of our wembers buy the hot rolled
rods from the steel mills,

“The term “fine wire” refers to the diameter or slze of steel wire and is generally

aceepted to include wires smller than Y (0625 in dlameter.  The term
“specialty wire” applies more to the end use of the wire and is meant to include
wires manufacturer for specitic and limited applientions,  ¥pecialty wires are
nornnily, but not necessarily, fine wires asx well, Just a few of these very
speeil steel produets are:

Bobhy Pine Wire Rivet Wire

Box Binding Wire Rope Wire

Cotter Pin Wire Spring Wire

Hose Reinforceing Wire Tire Bead Wire

Mattress Wire Prestressed Conerete Wire
l',refummd Staple Wire Welding Wire

'ractically every applinunee or machine containing movable parts uses specialty
wire, round or flat, for springs, fasteners, or some other important component,
Such steel wire ts also vital for military uses such ng communications equipment,
vehicles, vifles, atveraft and missiles,

Although the domestic market for fine and speclalty wires has incrensed very
subatantinlly since 1906, the largest shave of thig growth has been supplied by
imported wire and actunl domestie production of ull drawn steel wire has de-
olined during this period, Imports have increased nearly 4009% in the same
pertod,  Several clrcumstances explain this paradox. Wage rates in forelgn
countries are lower than in the United States.  Tariff duties on wire (2’4 % gen-
erally) coming into the United States are the lowest we know of anywhere in
the world. Foreign production factlities were greatly modernized followlng
World War II largely with nssistance from the Unlted States. Continued mod-
ernization of these facilities 1s possible beeause of more favorable tax schedules
in many foreign countries than in the United States. Again, in several other
fndustrial nations, premiums or rebates in one form or another are paid by the
government to manufacturers who cxport their products, This is, of courae,
a great help to the balance of payments of these nations.

In other words, many factors have contributed to the tremendous growth
of imported fine and specialty wires, but basically they arc all related to the
inherent characteristic of these wires which require an extremely high labor
content in contrast with other steel products,  Naturally, products with high
Inbhor content sell at relatively higher prices than low labor content products.
The combination of the opportunity for forelgn producers to employ more man-
hours of their low priced labor and at the same time to help thelr nation to &
greater share of United States dollars in forelgn trade, certainly makes fine
and apecinity wires a favorite target for shipment to the American market., You
might be Interested to know that the production of hot rolled steel wire. rods,
the raw material from which fine wires are made, requires according to one
source 10 to 12 man-hours per ton. In contrast, a survey by our Association
disclosed that the average was 24 man-hours for fine and speclalty wires. A
very special item such as 0.008’’ conted rope wire, which is used in aircraft
control cables, has a labor content of 181 man-hours per ton,
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Thuy, the very nature of fine and spechnlty wire makes It especlally suseeptible
1o the threat of Imports,  Wire mills have been closed in this country beeause
of the loss of business to Imports,  Nearly every one of our members has had
to drop specitie produets from his sales st beeause he cnnnot compete with
forelgn wire which s obviously “dumped” right In his backyard,  Most of our
members have data in thelr files Indleating that wire is belng “dumped”—that
is, xold at o lower price in the United Statex than in the home country of the
producer.  IHowever, present antl-dumpling regulntions are so complex that we
are unuble (o take any action and must Just try to lve with this admittedly
unfair competition, Fhe increaxingly naitonnlistic feeling in other countries
has eroded our once active export business in fine wires and ndded to the seem-
Ing lnek of concern here in Washington about the import problem hax dealt us
a hard hand of self preservaton.  Today's hearing is one of the most enconraging
things we have seen in a long while and our Associntion and each of its indl-
vidun! members 18 most apprectative of (he interest you gentlemen are showing
in our predicament,

It Is my understamding that ft I« not your Intent to generate any bl)(,‘(.lﬂ(‘
lc-glulutlnn from this hearing but rather to fuvestigate the ecconomie well bheing
of the steel industry as related to tmports,  Farther, T believe the results of
this Investigation are to be avallable when Congress conslders the Urade Ex-
pansion Act in 1867, 1 would assume also that information from this hearing
will be available when consideration s given to such pending bitls as 1LR, 9131,
8, 2022, 1L.R, 8001, and others,

So, T now would like to present the prineipal point our assoctation feels should
be stressed in il future legistation. which Is almed at correcting the unfair
advantage lmports have over many domestienlly produced products.  Items
such as our fine and specialty wire being high in lnbor content and thus relatively
high value items, are much more subject to forelgn competition.  Therefore,
and here is my main point, any restrictive tegistation on tmports should be bascd
on value limitations rather than the commonly used tonnage basts, A limitation
on the tonnage of wire which could he shipped into the United States
would Just naturally force the foreign producer to concentrate on the higher
priced ftemy, which are the fine and specialty wires, By doing this he couid
inerense his sales and his employment hut. still stay within a limitation based on
tonnage, 'his would then result in less wman-hours for Amerfcan labor and a
groater outflow of dollars,  An even more unfortunate situation wounld certainly
follow {f, for instance, the tonnage limitations were made on a very broad basis
by grouping all wire together with hot rolled wire rods—or even worse, just
0 common term “all steel”. I am sure you can easltly visuallze the approach
a forelgn producer would quickly take., Rather than ship the hot rolled wire
rods which he had been shipping in large tonnages at prices of $100 to $130 per
ton, he would gladly coneentrate his efforts on fine wire items he could sell at

280 to $1,800 per ton. He would, I am sure, be guite willing to Install new
equipment to produce itemsa he was not already making,

1t coulit well be a erippling blow to America’s fine and specinlty wire industry
which is a vital part of this nation's industrial and defensive might,
~ 8o, once again, gentlemen, I fmplore you to keep this distinetion in mind.
TAmitations on the imports of high labor content items such as fine and apecmlty
stoel wire MUST be based on dollar value rather than tonnage,

Thank you for your attentlon. 1 should be happy to attempt to answer
questions you might have,

FINE AND S8PEOIALTY WIRE MANUFACTURFRS' ASSOCIATION’S MEMBERSHIP LIST

Armeo 8teel Corp,, Steol Dlvlslon,
7000 Roberts,
Kansas City, Mo., 64120,
Atlantie Wire Co,,
Branford, Conn,, 06404,
Chicago Steel & Wire Co,,
10257 Torrence Avenue, :
Chlcago, 111, 60817, Ce
The Colorado Fuel & Iron Corp,
40 South Broad Street,
Trenton, N.J., 08611,
Continental Steel Corp,,
Post Office Box 744, s
Kokomo, Ind., 46901, '



288 STEEL IMPORTS

Huterprise Wire Co.,
2842 Vermont Street,
Blue Island, 111, 60400.
Indiana Steel & Wire Co., Inc.,
Muncie, Ingd., 47308,
Johnson Steel & Wire Co., Ine.
853 Wiser Avenue,
Worcester, Mass., 01601.
Keystoue Steel & Wire Co.,
Peoria, 11, 61607.
Mid-States Steel & Wire Co.,
Crawfordsville, Ind., 47933.
National-Standard Co.
Niles, Mich., 49120.
New England High Carbon Wire Corp.,
Millbury, Mass., 01527.
Pittsburgh Steel Co.,
Grant Building,
Post Office Box 118,
Pittsburgh, Pa., 16230.
Seneca Wire & Manufacturing Co.,
Fostria, Ohio, 44830.
Thompson Wire Co.,
115 Stafford Street,
Worcester, Mass,, 01603,
Washburn Wire Co,,
New York Division,
118th Street & Harlem River,
New York, N.Y., 10035. Phillipsdale Division,
Phillipsdale (Rumford 16) R.I,
Wickwire Bros., Inc,
Cortland, N.Y., 13046.
Wilson Steel & Wire Co.,
4840 South Western Avenue,
Chi .ago, I11., 60809,
General Counsel’s Office,
Lee, Toomey & Kent, Ring Building,
1200 18th Street, NW,,
‘Washington, D.C., 20036.
Secretary’s Office,
Room 210,
839 Seventeenth Street, NW.,
‘Washington, D.C., 20008.

STATEMENT OF W. D. PEACE, VIOE PRESIDENT, NATIONAL STANDARD CoO.,
Nes, MICcH.

The National-Standard Company is a producer of special metal products and
machinery with approximately 40% of its production in carbon steel fine and
specialty wires. We are somewhat unique from the other wire producers in that
we have factories at fifteen different locations here, eight of which produce fine
and speclalty wires, as well as nine plants outside the United States. Several
of these foreign plants have been in operation for over forty years, Our pur-
pose in locating plants abroad has been two-fold. First, and most obvious, is to
supply those markets in which we have located, with products we are proficient
in and capable of manufacturing, Secondly, by participating throughout the
world in our product lines, our research and development is greatly enhanced, not
only because of the larger volume of business, but also due to the variation and
peculiar requirements arising in different markets.

For the past six years, the National-Standard Company has increased the rate
of its modernization program throughout the United States, which includes the
construction of several brand new plants. In fact, the investment in this
modernization program in the past six years exceeds what the total net worth
of the company was just six years ago. We are all familiar with the strides
the steel industry has taken in recent years to modernize, for which they are to
be commended. A large part of this modernization has been accomplished in
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the basle steel processes, with some indications of late showing this work being
carried into the semi-finished areas.

National-Standard, and I believe the rest of the industry, is perfectly willing
and even eager to compete on an equal basis with foreign fine wire producers-~
with particular emphasis placed upon the word equal. I am referring, among
other things, to such practices as having several prices on the same product,
depending on where it is to be delivered, and als¢ what we term ‘reverse
tariffs”, or outright foreign government subsidies to their industries concern-
ing exports. In the appendix to this brief, I have included an explanation of
my term “reverse tariffs”. If we have time at the end of my testimony, and the
committee so desires, I shall be happy to go into more detai). By operating plants
in various countries we are familiar with these practices which, incidentally,
cannot be touched by our present inadequate anti-dumping laws.

We are most anxious to serve American markets which are being eroded for
the U.S. wire producers due to the many inequities which now exist. We do, and
have, supported the American steel industry by purchasing most of our raw mate-
rials here, one exception being a quality of steel that is not produced domesti-
cally, making it necessary to import. This latter, by the way, is at a substantially
higher price. We definitely want to supply our American market as a re-
spected, reliable close-by source. We think this is vital to the American economy
as well as the defense of our country in times of stress. If it proves necessary
to place quotas on various steel products, National-Standard Company strongly
feels that this must be done on the dollar value, not tonnage basis. In fact, steel
wire itself should have a number of categories, using as one criterion the labor
content. Hot rolled rod should be in a separate category from that of wire.

If steel rods receive protection from quotas or tariffs or both, wire must also
receive that protection, or else companies such as ours who are not integrated
steel manufacturers, would be even more at the mercy of foreign imports of
wire, By the same token, those products which are primarily composed of wire,
such as springs, wire mesh and wire rope, must also receive a similar protection.

There is one possible danger we can see, should rods come under the protec-
tion of a quota or tariff, and that is the possibility of an increase in the price
of our raw material. To date we have had complete access to importing foreign
rods, yet we have chosen to remain, for the most part, with our traditional Atwer-
ican suppliers, However, under a quota, the possibility would exist of a rod
price increase.

At National-Standard we have been striving to reduce our conversion costs,
the goal being to increase our business and markets, thereby protecting American
Jobs. Our employees have been kept fully imformed of this and have contributed
toward its success, so that, to date, through our modernization, we have suc-
ceeded in this goal of cost and price reduction, primarily using American pro-
duced steel. Therefore, we cannot afford an increase in costs of our raw mate-
rials, as this could abort all we have done. If domestic steel rod prices are pro-
tected and should increase, without a similar protection for wire, we would be
placed in a most uncompetitive situation, because then we would be unable to
purchase foreign rod due to these quotas. In other words, we also would need
quotas or tariffs on wire and finished wire products in order to compete with
foreign wire.

We are very concerned about inflation. However, we believe that if we have
more volume, we can increase our capacity and our costs will go down. We
also believe that by the continuation of our policy of helping our customers re-
duce their costs, by giving them superior material, this too should offset the
danger of inflation.

May I state, in closing, we definitely believe there should be quotas or sufficient
tariffs, but they must be applied properly on an equitable basis to all segments
of the steel industry, including wire.

APPENDIX TO STATEMENT oF W. D, PEACE

REVERSE TARIFFS8

The term “reverse tariffs” which we bave developed, refers to tax pracdces
by various governments in the form of turnover or sales tax, or refunds, both
of which, in effect, support, subsidize, and encourage exports toward the goal
of favorable balance of payments.
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Turnover tax

The Common Market countries are following a policy of reducing their
corporate taxes and replacing them, to get the nceded amount of tax dollars
from industry, with a sales or turnover tax. The net effect of this is that
‘when a firm in the Common Market exports to another country in the world,
it doesn't have to pay a sales or turnover tax in the country of munufacture.
If the receiving or importing country has the same basic laws for taxation, they
impose this turnover tax on both importers and domestic producers, forcing
the foreigners, along with the local people, to pay this sales or turnover tax.
This seemg reasonably fair.

However, if the Common Market country manufacturing the goods is shipping
to a country having a different tax system, such as the United States, the net
effect is that the exporter has a reduction in his taxes in the amount of the
turnover or sales tax in his home country. This means that we in the United
States are receiving goods on which the exporter has not paid his fair share
of taxes in any country, unless, of course, we have a high tariff,

The following are several examplcs:

1. England gives 8% of the selling price to any exporter of wire, The
coporate taxes in England have been reduced to 40%. To make up this loss in
total taxes, however, they have imposed a withholding tax on dividends paid.
Actually, exporters in England have, in effect, a 3% reduction in selling price
when exporting only.

2. Belgium operates with a low corporate tax of any 35%, the rest of the
tax being 6% on turnover or sales. If they export to another country, they do
not pay the 6% turnover tax. However, if a firm ships into Belgium, they
pay this 6% Belgium tax on top of whatever duty is applicable.

3. France has a 25% Total Value Added tax and again the same policy applies.
On exports by a French concern, one can actually reduce the price of the goods
20% and end up by making the same profit as it does on domestic business, If
any country ships into France, the 25% T.V.A. tax is applied on top ¢ the duty
which is applicable. :

Summary on turnover tax

In shipping foreign materials into any of these countries, one has to not only
pay the import duty, which, in the case of steel wire, is higher than the American
import duty, but one has also to pay on top of this, the saume taxes as the local
or domestic producer pays as far as turnover is concerned. On the other hand,
any of these countries shipping into the United States, has ouly to pay our 8% %
duty, and does not pay any sales or turnover tax, that he normally would pay
if he shipped domestically.

Employee tax

England has just come up with a new stunt, which would deféat all anti-
dumping laws. Employers in the manufacturing industry are to pay the British
.Government $3.50 per employce per week. However, the government refunds to
each employer $4.20 per employee per week which, in effect, gives the manu-
facturer a $.70 per employee per week subsidy. This appears to be a very
clever method of getting around anti-dumping laws.

‘Additional taw refunds

Going to India, our local domestic price on wire is exceptionally high due to
the Indian taxes. However, by refunds of these various taxes, it is possible
to export wire from India and be competitive with other nations.

v—

STATEMENT OF THE HANNA FURNACE CoRP. BEFORE THE SENATE FINANCE
SUBCOMMITTEE

I am A. J. Macdonald from Buffalo, New York, and I am president of The
Hanna Furnace Corporation, for which I speak today.

The merchant pig iron industry is the oldest organized heavy manufacturing
Andustry ih’ the country. It 'goes back - to:colonial days when small' stone
-furnaces produced iron for the pets and -pans of the early households. -The
industry grew - along with the countty as was required .by the very- basic
character of its product. Many blast furnaces were built and operated over
the Eastern half of the country. As an example, at one time there were eleven
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-furnaces operating in the Northern' PPeninsula of Michigan; today there are
.none. As technology improved, as better raw materials were discovered, and
better means of transportation devised, the industry became located in relatively
-few locations which were dictated by the economics of assembly of raw mate-
rials and access to markets.

The merchant iron industry supplies pig iron to the foundries and non-integrated
steel plants of the country; that is, those steel plants that have no iron ore
-reserves or iron-making furnaces. The use of pig iron in these operations
‘varies from nothing in some cases where they melt all scrap to all pig iron
in others, depending on-melting technique and equipment and product they
make. The amount of pig iron used in any given plant will also vary according
to product mix and the price of scrap, but pig iron is the fundamental ingredient
in the manufacturing processes of the vast majority of foundries and steel works,
and will be the fundamental ingredient as far down the years as we can see
now.

Domestic production and shipment of merchant iron has dropped in the past
five years, due to imports.

Following are listed domestic shipments and imports, and percent imports
are of domestic shipments:

Domestlc TImports Percent
Year shipments (net tons) imports
(net tons)
7,803, 3356 326, 701 4.1
6, 567, 673 25, 386 3.4
4, 079, 256 200, 708 6.1
b, 398, 006 701,775 13.0
4, 005, 074 330, 846 8,2
3,887, 081 377,180 9.7
3, 206, 493 498, 020 15.5
3,182,117 645, 338 20.3
3, 708, 729 736, 480 19.9
3,892,815 882, 090 23.0

For the first two months of 1966, imports were 91,608 N. T., a gain of 62%
over the first two months of last year.

Following is a8 comparison of imports to pig iron cxports to show the trend in
the balance of trade in this commodity :

Year Exports Porcent of
imports

- . 267,175 81.8
................................................................ 879, 6564 390.0
............ 103,115 49.2
- 10, 437 L5
.......... 111,770 33.6
- .- 426, 683 113.1
- ——— 154, 31.0
- 70, 154 10.9
...... . 176, 056 23.9
. 28,180 3.2

3

. Translating these tonnage figures into dollars, we have had a trade deficit in
pig iron in the last six years of $123,419,000, and in 1965, alone, it was $36,802,000,
and the trend is sharply upward.

More significant still is the origin of much of the iron coming into the country
lately. Previous to 1964, very little iron came in from Communist countriey,
but in 1964, 57,182 N. T. were shipped in from Russia and East Germany; in
1965, it was 116,477 tons; and in the first three months of 1966, it has been 65,326
tons, against none in the first three months of 1965.

Fifteen different countries have exported iron to the United States in the past
few years, but none with such a dramatic and constant gain as shown by the
Communist bloc,
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‘We have endeavored to find out domestic prices of iron in the countries export-
ing, and in most cages it is impossible, because there are no published prices.
‘We do have documentary evidence, however, of the price of iron in the European
Common Market, and it is essentially the same as the domestic price in the
United States from domestic furnaces. In isolated cases where I have been
able to find out the price of iron in the exporting country, it has been substantially
higher than United States’ domestic prices. The iron imported from the free
countries into the United States usually sells for from $7.00 to $15.00 below our
domestic price, while the tonnage coming in from the Communist bloe countries
comes in at about $25.00 per ton under our domestic price. Furthermore, the
domestic price of our merchant pig iron is today lower than it was in 1957.

The tarift on imported iron from the free world is 20 cents per ton, or about
8% of value, and from Communist countries, is $1.125, or about 1,8% of value.
The tariff on iron going into the Common Market is $7.00 per ton, or about 119,
of value. The Common Market producers also have a discount clause in their
sales contracts that very effectively precludes any importing of pig {ron.

The 882,000 tons of iron imported into this country in 1965 would represent
about 9% million manhours if manufactured in the United States, with wages
of about $43,000,000. This is the equivalent of steady jobs for 4,435 men. This
includes the mining of the raw materials, the making of coke, and the manufac-
ture of the iron at the furnaces, but does not include any transportation, which
would also be a significant figure.

In 1956, merchant furnaces in this country had a capacity of over 8,000,000
tons annually; today the capacity is barely 5,000,000 tons. This capacity has
been lost, due to nine merchant blast furnaces being scrapped, and I am afraid
it will continue to go down if steps are not taken to halt the flow of pig iron
imports. United States Bureau of Commerce forecasts predict that, in 1970,
ferrous casting production will be 20,000,000 tons, and estimate that will require
5,000,000 of pig iron. In 1975, ferrous castings production will be 22,700,000
tons and should require 5,500,000 tons of pig iron. Under present circumstances
of imports, there is no incentive for the merchant iron industry to increase capac-
ity to meet the growth in the ferrous casting industry. On the contrary, we
believe there will be further mortalities amongst merchant iron producers.

The following statement was issued by the Buffalo Area Chamber of Commerce ¢

“The Buffalo Area Chamber of Commerce has a membership of more than
4,000 industrial, business and professional leaders in Western New York. We
definitely are opposed to foreign countries’ practice of dumping and/or delivering
goods. specifically pig iron, to American docks at prices far below those which
Am(;airiic-an companies, under the free enterprise system, can produce these com-
modities.

“We believe that the import of pig iron from the foreign countries at prices
from $7 to $25 a ton less than it is sold in the countries of origin, are endangering
continuance of these basic industries in the Buffalo area. It also will seriously
imperil production facilities which might be a vital factor in face of a national
emergency.

“In the Niagara Frontier’s huge industrial complex, there are about 1,200 men
employed in the production of merchant pig iron; under no circumstances can
this area afford to have these men made jobless.

“We suggest that a thorough investigation and study be made to remedy this
serious and detrimental situation.”

I submit that it is not in the national interest to let this vital, basic industry
deteriorate any further, from the standpoint of the national welfare in times of
emergency, from the standpoint of the balance of payments, and from the stand-
point of job security for our employees.
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Merohant pig éron shipments 1965
{Net tons)

New Middle | East North] Allothers | Export Total
England | Atlantio Central

Total shl ments. ............. 135,900 703,100 | 1,104,900 924, 600 24,300 3,802,800
Less hot mam to mold plants. 0 210,000 731 000 0 0 941, 000
Total merchant iron.... 135, 900 493,100 | 1,373,900 924, 600 24,300 2,951,800

Import custom, districts:
Rhode Island

Total imports........... 170,322

Total shipments pig
iron (excluding hot

metal) . 145,493 663,422 | 1,845,000 | 1,155,660 24,300 | 8,833,800
Percent o( imports.. - 6.6 25.7 26.5 20.0 0 2.0

Source: A.L.8.1. Imports, A.L.S.I. 14-1.
Pig iron imports

{Net tons]
From 1965 1964 1963 1962
485, 085 395, 205 387,453 384, 240
73, 637 67,900 oo b
800 352 22,908 4,218
12,868 68, 620 76, 607 , 00
11,203 9, 969 10, 147 1,416
West Germany , 220 51,411 77,176
Belgium- Luxembourg PN RRRIPRII IR SN
l 8| {ﬁi" 68
gz moe';‘;';tiiiili ............................
and Portugal R
UBB R oI ”
Neth landa_.
Unltod Kingdom.... T 1TTIIIIIIIIIIIITTIINNT
TOtal. e cenecaaecrenamcmenccmmmnaaram——a-n
Totcl Total
nes tons net tons
1961 877, 180 | 1957. 225, 386
1960. 830, 847 1956 826, 701
1959 701, 775 | 1955 288, 568
1958 209, 708

Source: A.I.8.I imports.
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‘Merchant pig iron shipments 1964

: {Net tons]
oo ' New .| Middle |East :North All Export Total
; England Atlantic {, Central. others
+Total shipments. ............. 131,000 | 867, 800 | 1,888,000 831,200 169, 600 38,687, 800.
«Less hot metal to mold plants. 0 160, 000 756, 000 0 : 0 916, 000
. Total merchant fron.... 131,000 { . 507,900 | 1,132,000 831,200 169,600 | .2,771,800
Import custom, districts: C
hode Island. ... 7,225
Philadelphia.. ..o oo }eammaaaaan -
Buffalo. - eoceiecicaeeaeracanaas -
Wisconsin. . .... - a——
Michigan - 240,656 |- coocemcmnen]ococmieeaan
Chieago. .. - 40,511 |oveeeccee)enn
Ohfo - . 56,791 | .
(027:7:3 SRR S NI A, 241,183
Total imports..-.cca..-. 7,255 138, 351 349, 691 241,183 0 736, 480:
’I‘otal ‘shipments pi fron (ex~ '
- cluding hot met: § 138, 365 646,251 | 1,481,601 | 1,072,383 169, 600 3, 508, 280-
Peroent of lmporta-. 5.2 1.4 23.6 22,5 [1] 21.0

© Source: Atsrimpor'ts,AISI 14-1.

US. zron and steel casting production, sthmenta of merchant pig iron and
imported pig iron

[Thousands of short tops]

Total Total Total iron Percent of
Year -1 - merchant imported Total- -|- and steel pig iron to -
: pig iron pig iron pig iron castings iron and
. steel castings
7,837 17,473 44.8
8, 221 16, 744 49.1
6,793 15, 204 4.4
4,289 12,139 35.3
6,100 14, 637 41.7
4,338 - 13,807 3L 4
, 264 12,764 33.4
3,704 13,844 26.8
3,827 15, 20 25.2
4,443 | - 17,152 25.9
4,774 119, 25.1
15,000 220, 125.0
15,500 322,700 125.0-

. 1 Estimated.
' 3 Estimated U. 8. Department of Commetce BDSA

" Souree‘ AISI imports; AISI 108; U.S. Bureau of Mines; U. S Bureau of Census.
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Comparative prices of domestio pig iron and foretgn (imported) irons being
sold in the U.8. easternarea - .

Domestio Forelgn Price Country
price price differential |- of source

Paterson, N.J._... - —e- $70.03 $63. 00 $7.03 | Spain,
East Omn e, NJ.... - ©70.63 57.00 13.53 Do.
Crans %l I.. .- 74.38 62.38 12.00 Do.
Battle Crwk Mich_Z - 72.58 63. 55 9.00 | SBcandinavia.
Detroit, Mich. . 67,81 61. 00 6.81 Do.
Charlotte, Mich... ——- 72.56 63. 55 9. 00 Do.
Camden, N.J.. .. 70,37 55. 00 16.37 smm.
Bridgeton, N.J.... - 69. 06 55. 00 14. 06

uakertown, Pa. .. .covoveiiiiceiainenns 65. 61 55. 00 10.61 Do.

ester, Pa._.... 65. 18 47.00 18.18 Do.

Homestead, Pa. - 68,18 56. 00 12.18 | Scandinavia. .
Hyde Park, Pa...cuee oo cacmcanccaean 67, 54 56. 00 11,54 Do.
Elmira, N.Y.... 72.50 65. 50 7.00 | Australia,
Hallstead, Pa._.. 77.26 64.78 12.52 | Scandinavia,
8yracuse, N.Y_. 71.66 64.90 6.76 | Australia, .
Byracuse, N. Y. .comciincananenn 74,65 66. 60 7.75 | Scandinavia.

tica, N.Y__..... 08,78 64,28 4,50 | Spain.
Watertown, N.Y._ ... 78.59 67.76 10.84 | Scaudinavia,
Tallmadge, Oho. .o cciaaeees 67.15 80.75 6. 40 Do.
Barberton, Obio. . oo 67.03 60.75 6.28 Do.

Senator HarTke. The next witness will be Mr. Eugene L. Stewart
of the Trade Relations Council.

STATEMENT OF EUGENE L. STEWART, GENERAL COUNSEL, TRADE
. RELATIONS COUNCIL OF THE UNITED STATES

Mr. Stewart. Good afternoon, Mr. Chairman. '

Mr. Chairman, I am Eugene Stewart, general counsel of the Trade
Relations Council of the United States. This is an mdustrywxde a8so-
ciation undertaking to serve the public interest by making available to
the Congress, the executive department and to industry useful compila-
tions of data concerning the growth and foreign trade of U.S. manu:
facturing industries. :

I aii'not going to read by entire statement, Mr. ‘Chairman.” I will
summarize and present simply the hlghllghts

'Seénator Hartke. That is fine. However, your entire statement w111
appezg)‘ as though 1t wére read You summarlze such portlons as you
care ,

Mr) b’mWAR'r Thank you, Mr Chalrman

" May I'say that the responsxb;lhty for the data. presenbed by the coun-
cxl of ‘course, is solely that of the council. ~

We have ‘created a dath resource with the aid of members of tohe
Economics Department of Georgetown University, in which, for most
of America’s manufacturing industries for’ the period 1958 through
1964. and 1965 for 1mports we were able to correlate émployinent, out-

ut wages, and forei fn d'so ‘that the trends in each can be compamd

The particular va e of our analysm is that we can rate or rank
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each industry in relation to the position which it holds in comparison
with all other industry.

Therefore, today, for example, we are able to inform this committee
of the relative position of the basic steel industry in the foreign trade
of the United States in comparison with other industries.

The testimony heretofore in this hearing has been solely concerned
with the situation of steel considered alone.

Now, we would like to place this into context for you and tell you
how steel rates in comparison with other industries.

As you know, Senator Hartke, the Governinent properly has de-
voted a great deal of attention to atteng;ting to control or regulate
imports in other manufacturing areas. tton textiles is an example.
It 1s must useful, therefore, to compare the steel industry and its key
economic variables and ranking with the cotton textile industry and
other similarly affected industries in order to form a judgment as to
whether the steel industry is receiving the same kind and quality of
effort by the executive department of the Government as ogher basic
American industries.

If I may ask you to turn, first, to page 3 of our statement at the bot-
tom of the %a,ge the data and analysis of the Trade Relations Council
show that the U.S. basic steel industry is highly sensitive to foreign
competition, and that the absence of import regulations under the ex-
tremely low level of duties applicable to steel imports, has produced
a deficit of major proportions in the Nation’s balance of trade.

Now you, Senator, had occasion to refer to this drain on our balance
of payments in your resolution, and I think our data corroborate most
strongly your figure.

If you will look at gage 5, the first column of the data entitled
“331£---Rlast, Furnace, Steel Mill and Electrometallurgical Products,”
this is the besic steel industry at the four digit level of detail. If you
will look at column 10, “Import c.i.f.,” you will notice, and these figures
are in millions of dollars, that in 1958 lm&)orts on a c.if. basis were
$232.9 million. Exports that year were $494.4 million for a favorable
balance of trade of about $261.5 million. . S

Now, look at 1965. Imports were $1,430 million on a c.i.f. basis.
Exports show not available. That is the meaning of our symbol 0.0
for exports, because the particular correlation required to put exports
on an industrial classification basis has not been worked out for 1965.
But we know that exports dropped 18 percent. So that exports in
1965 were about $473 million for a deficit in 1965 of $957.7 million.

So the net change that occurred between 1958 from a surplus of
$262 million to a deficit in 1965 of $958 million, the net change affect-
ing our balance of trade, was $1.2 billion, which is precisely the figure
which you used in your resolution.

If I may ask you to look at 7, here we take from our data bank
the table 2, a calculation of the rate of growth in the domestic ship-
ments, imports, and exports and in the domestic market of the basic
steel industry. L.

You will notice that from 1958 to 1963 under domestic shipments,
shipments grew 41.8 percent.

ow, move over to the change, 1958 to 1963 for imports, and you will
find that they rose, imports rose, 228 percent, 227.6. Then look for im-
ports under 1964-65. Well, they rose another 107 percent.
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Now, exports from 1958 to 1963, as you can see, declined by 18.5

rcent. '

The tables which follow on the remaining pages up until page num-
ber 12 yresent various measures of growth in domestic and foreign
trade. I will not detain you with them now.

But if you will look at page 12 of my statement, here we are com-
paring the characteristic economic variables or indicators of economic
activity for basic steel, the first line there, item 83812, which is the
code number for basic steel, with America’s basic manufacturing in-
dustries which are the numbers 20 through 39. At the bottom of the
table we have a few five-digit catgories of steel products,

Now, let me direct your attention most importantly to the column
headed—it is the third one from the left—“Gross Earnings-Ship-
ments Ratio.” Through our method of analysis, we are able to cal-
culate for each industry the gross earnings, and then we compare that
to the value of shipments in order to learn how many cents out of every
dollar of sales before taxes are available to pay depreciation, capital
investment, taxes, and the like.

- The value of our analysis is that we can compare the performance
earningswise of any industry with all other industries.

Now, note the ratio for steel in 1964 was 18.8 percent. That means
18 cents out of the dollar before taxes were available to pay all of
these indirect expenses and taxes. '

Now, if you will run your eye down that column below the 18.3
percent, you will find that only in one case, industry 22, which is
textile mill products, was there a lower gross esrnings to shipment
rutio. '

The earnings rate of the basic steel industry is lower than that of
all olther basic manufacturing industries in America, except cotton
textiles. ’

Now, if you would go over to the column on the right, the final
column, you will notice for industry 8312 the average ad valorem
equivalent of import duties for the latest year, this turns out to be
usually 1963, for steel was 6.4 percent. L .'

Now, go down to industry 22, cotton, and this is textile mill products,
that had a comparable earnings ratio to steel, and you find that they
enjoy an average equivalent 16.7 percent rate of duty. :

Immediately below it is apparel. Apparel items are also subject
to regulation through the long-term cotton textile arrangement, and
properly so regulated, but ap;ia.rel apart from that quota system, has
an average ad valorem equivalent Jevel of duties of 80.6 percent.

Here we have a situation where basic steel, with an earnihgs per-
formance below that of apparel and equal to that of textiles, has a
level of duties far below those two industries, yet they are the recipients
of a proper amount of considerable attention to regulate the raté of
increase in imports, and no attention is being devoted to that in the
case of steel.

Now, if you will turn finally to pdge 15, Senator, in our data bank,
we have the oomé)lete data for 183 of America’s manufacturing indus-
tries at the four digit leve] of detail. o

Now, we are able to take the important economic characteristics and
to rank ea¢h industry’s position in the deck of 183, »

Senator HARTKE. at page are you ont
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.. Mr. Stewary. I am not on any page. I am going to refer in a
moment to the table on page 15. ‘

. Senator Harrrr, I thought you said 18, :

. Mr. Stewarr. I am giving you some background.

Senator Harres. I was going tosay I stopped at 17.

. Mr. Stewart. I am sorry if I misspoke myself,

Senator Harres. Go ahead.

Mr. Stewart, Consider this, consider the level of duties. If you
take 183 industries and you rank them from 1 to 183, with the num-
bur one industry, that one with the highest level of duties and the
183d, the one with the lowest level, that is the manner in which we
rank all of these industries, including steel.

Now, look at this table for a moment, because it. is very significant.
The first economic characteristic, production worker to total payroll
i8 the ratio of blue-collar workers. The higher an industry’s ranking
in this characteristic, the greater the number of factory workers in
relation to its total employment, and these are the labor-intensive
industries.

- Now, basic steel, out of 183 industries, ranked 30th. These other
industries that I have selected for comparison are each industries with
very serious import problems.

ou personally are familinr with what is being done for cotton
fabrics and appavel. Senator Muskie is leading a very considerable
offort, assisted by many Senators, on footwear, and we know from our
own experience with transistor radios that the Japanese have virtually
taken over that market.

Now, basic steel has a higher blue-collar ratio than apparel, industry
2311 in the conter, or than radio and TV receiving sets. Tt is more
labor-intensive than those industries, and is in the general zone of
ranking with cotton and footwear.
~ Now, look at. the percent of import change. Basic steel stood fifth,
fifth highest of all of the Nation’s industries in the rate of increase
of imports from 1964 to 1965, far above the ranking of those other
industries. The size of tha trade balance, an industry that ranks down
toward the end, 183, is an industry that has a very large deficit. Steel
at 177 had a larger deficit and, therefore, a lower ranking than any
of these other industries except apparel, which was immedintely be-
low, and radio which was immediately ahove it.

.- Let us go down to gross earnings, Steel’s ranking so far as the
ratio of gross earnings to shipments was lower than that of all of the
other industries except cotton and broad woven fabrics.

Now, let us look at the capital expenditures per worker. Much was
said here yesterday raising a question as to whether steel is pro-
ductive. The basic steel industry among all of the Nation’s industries
ranks 22d or very high in the capital expenditures per worker each

ar to supply their workers with machines and automated devices

or efficient production. It ranks far above the other industries
which were not nearly so capital-intensive. )

- Now, with this situation of a high labor-intensive factor as meas-
ured by blue collar, very low earnings as mehsured by gross earnings’
to value of shipments, we find that the basic steel industry’s level
of duties ranks it in the 135th position, far below all of these other
import-sensitive industries. C ' SR
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.“ Now, the Japanese have voluntarily imposed export controls on
radios. :The Government has imposed import controls on cotton
and ‘apparel. ‘A: very considernble effort is being devoted to’the sub-
ject of footwear, Nothing, with the excelption of your effort, Sena-!
tor, is being applied in behalf of basic steel. A
1 summarize here, and I would appreciate it if you would follow.
me through the paragraphs of this summary, the extremely vulnerable
position of basic steel to import injury is shown by the above table:

1. Only cotton broand-woven fabrics and leather footwear rank
higher in the blue collar ratio than basic steel; significantly, steel has
a iigher‘ labor-intensiveness ranking than apparel or radio and TV
receiving set manufacture. ‘ .

2. Steel ranks highest of any of these exceptionally import-sensitive
industries in the percent change of imports, 196465, :

3. Steel ranks much below cotton broad-woven fabrics and leather:
footwear by the magnitude of its trade deficit for the benchmark
period, the average of 1961-63, and for 1964; its trade deficit ranks
1t alongside of apparel and radio and TV sets where imports from the
low-l:vnge countries of Asia have seriously disrupted the American.
market, ‘ :

4. Steel ranks lowest of all the industries in the negative percent
changoe in its trade balance, meaning that it has slipped the worst of
gm(f of these classic examples of import-disrupted, labor-intensive
mdustries. : , P

5. Steel ranks lower in its gross earnings ratio than any of the labor-
intensive, import-sensitive industries except cotton broad woven fab-:
rics, and its ranking is very close to that industry’s. - ‘

6. Basic steel ranks very high by the level of capital expenditures
per worker, so it cannot be classed as backward or inefficient. -

7. Basic steel ranks lowest of all of these industries when judged
by f.ihe level of ad valorem equivalent import duties applicable to its
products. : - o

These data strongly indicate that action on behalf of the steel in-
dustry in relation to import re%ulntion is urgent and long. overdue.
By this table the situation of the steel industry is clearly revealed:
earnings are held at a depressed lovel, as serious or more serious than.
that of thé other American’s most seriously affected import-sentitive
industries; it is a labor intensive and thus as vulnerable to imports
from low-wage countries as any of these industries; the rate of in-
crease of imports is more rapid in.the case of steel than the other in-
dustries; and it has the lowest level of duties. : o :

CONOLUSION

Under a Government committed to the equal protection of the laws,
the quality of effort which has properly been devoted on behalf of the.
cotton textile industry because of the rate of increase in imports of
cotton textiles and apparel, should likewise be applied to a solution,
of the steel import problem, o ‘ . »
. May I say, Senator, that when imports of cotton textiles reached 6.
percent of the domestic market, the Government, under the leadership
©f President Kennedy, adopted a seven-point program for the achieve-
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ment of control over textile imports in which the State Department,
without waiting for any further facts, entered into negotiations with
foreign countries for an agreement under which imports could be held
to a predetermined rate of increasé. There was no shutting off of im-
ports. They took a base period and allowed an increase of 5 percent
per year, and this restored the health of the cotton textile industry.

In the case of steel, as you know—and as you heard many witnesses
say yesterday-—the penetration of the domestic market by imports is
now above a level of 10 percent, far beyond the level of penetration
which triggered action in the case of cotton textiles.

If I may say so, sir, your commendable efforts, as witnessed by your
resolution and these hearings in calling for a study, are praiseworthy.
But if steel is to be given treatment equal to that of textiles, no further
study is needed. e facts are in. You have made the record that
established the facts.

What is needed now is action, and prompt action, before the en-
croachments upon the domestic market by imports become so solidified
that there will be no nbility to achieve control without the considera-
tion of a rollback that would be disruptive.

Such action—that is, the achievement of control, and the type of
regulation that was used in the case of textiles—is also of obvious im-

ortance in the area of the Nation’s continuing balance-of-payments

eficit. The current trends in exports and imports reemphasize the
importance of governmental action to achieve some control over
rapidly increasing imports in order to protect our trade balance 2s an
an important element in the total balance-of-payments picture.

Mr. Chairman, we trust that our data will help illuminate and define
the gravity of the steel import problern., Indeed, we hope that our
testimony will prove to be of assistance to the committee in forming
a resolve to report Senate Resolution 149 or to take other equally
appro;l)riate action leading to prompt measures to exert reasonable
control over the massive and rapid increases which are taking place
in the importation of basic steel products.

Thank you, Senator, very much.

(The prepared statement of Mr. Stewart follows:)

STATEMENT oF EUGENE L. STEWART, ¥8Q.,, GENERAL COUNSEL, TRADE RELATIONS
CoUNoOIL oF THE UNITED STATES, INO.

INTRODUCTION

" 'Mr. Chairman and members of the Committee, I am Hugene L. Stewart, General
Counsel of the Trade Relations Council of the United States. This is an industry-
wide trade association undertaking to serve the public interest by making
available to the Congress, the Executive Department of the Government, and to
industry useful compilations of data concerning the growth and foreign trade of
U.8. manufacturing industries.

" To carry out this mission the Trade Relations Council in conjunction with
members of the Economic Department of Georgtown University, has created a
computerized data resource containing U.S. Government statistics on employ-
ment, output, wages, cost of materlals, capital expenditures, and the foreign
trade of U.S. manufacturing industries for the period 19568 through 1984, and
imports for the year 1965. These data have been organized in a partciular way,
which makes them particularly useful for analysis in the consideration of the
impact of foreign trade on domestic employment and output.

The foreign trade data have been correlated in the product categories defining
employment and output by U.S. industries. Through this correlation it is possible
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to compare the trends in domestic employment and output with those of imports
and exports, and the balance of trade in the products of each of the manuface
turing industries in the data bank.

Because the U.8. Government statistical classification systems for the em-
ployment and output of manufacturing industries differ from the systems used
for imports and for exports, it is not possible to achieve a correlation of the type
described for all U.S. manufacturing industries. Nevertheless, it has been
possible to achieve a workable correlation for the majority of U.S. manufactur-
ing industries.

In the TRC data resource, industry data are presented in accordance with the
Standard Industrial Classification, at the 2-digit level, the 4-digit level, and the
G-digit level of detall, The principal industry classifications used are those
at the 4-digit Standard Industrial Classification level.

Of the total of 425 4-digit industries, complete data for 274 industries are in-
cluded in the Trade Relation Council’s data bank, In 1964 these 274 4-digit
industries accounted for 67% of the totnl employment in U.8. manufacturing
establishment. The data for these industries are summed to the 2-digit level,
and 18 of the Nation’s 20 2-digit manufacturing industries are represented.

In addition, 219 5-digit Standard Industrial Classification product codes are
included in the Council’s data program,

In order to achieve the correlation of domestic employment «.nd output data
with import and export data, it has been necessary in the case of some industries
to combine two or more 4-digit and 5-digit classifications. Thus, the Council's
data bank contalns information for 1838 4-digit industries or groups of industries
and 183 separate 8-digit product groups.

PURPOSE OF THIS TESTIMONY

Through the type of analysis mede possible by its computerized data program,
the Trade Relations Council is able to compare the domestic employment, out-
put, gross earnings, and foreign trade trends of each industry in its data bank
with the trends of every other industry. Thus it is possible to make relative
judgments of the impact of foreign trade on a particular industry in contrast
with the experlence of all other industries.

Accordingly, the Trade Relations Council is in & position to offer this Com-
mittee rather comprehensive information concerning the position of the basic
steel Industry in regard to trends of domestic employment, output, gross earn-
ings, and foreign trade. The Council is also able to supply information indica-
tive of the relative standing of the basic steel industry in the generation of
growth within the domestic economy and in its foreign trade performance and
the impact of that performance on the Nation’s balance of payments problems.

These data are directly relevant to the considerations set forth in Senate
Resolution 149 and the type of information which the study which the resolution
would authorize is designated to elicit.

THE IMPACT OF FOREIGN TRADE DEVELOPMENTS ON THE U.8. 8TEEL INDUSTRY, AND THE
NATION'S BALANCE OF PAYMENTS

The data and analysis of the Trade Relations Council show that the U.S. basic
steel industry is highly sensitive to foreign competition, and that the absence
of import regulation under the extremely low level of duties applicable to steel
imp&)rta has produced a deficit of major proportions in the Nation’s balance of
trade.

Under the pressure of these rapidly increasing imports the industry’s gross
earnings have been held far below a representative relationship to the value
of shipments in comparison with other U.8. industries. More than any other
major U.8. manufacturing industry, the foreign trade position of the basic steel
industry has deteriorated so rapidly and to such an extent that corrective action
on the part of the Congress has become a matter of urgent necessity., These
conclusions are drawn from the following data.

BASIC DATA
The basic data from the U.8. steel industry are as follows :

64-887-68——20
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ic data for U.S. steel industry: Employment, oulput, and foreign trade, 1958-84, 1965
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Particular attention is called to the very large increase in imports which
occurred in 1985 in comparison with 1964 in each of the industry categories
shown in the above table,

DOMESTIC AND FOREIGN TRADE TRENDS

From these basic data the following table compares the growth rates of im-
ports and exports with the growth in domestic shipments and the growth in
the size of the total domestic market. Notice that the rate of growth in imports
from 1958 to 1963 is many times the growth in domestic shipments or in the
size of the domestic market, while exports actually declined. The growth in
imports from 1964 to 1965 of 1089 is astounding.

TasLe 2.—Rate of growth in domestic and foreign trade, by industry

[Percent change)
Domestic shipments Imports
Industry Average, Ave y
1058-63 | 10| 1963-64 | 1064-65 | 1958-63 | 10| 1063-64 | 1064-65
and and
1063-64 1061-63
) 2) 3) 4) ) (O} (6] (8)
b ) b, 41.8 10.9 13.6 0 227.6 28.8 -9.7 107.7
Exports Domestio market
Industry Average, ' Average,
1958-63 | 19 1963-64 | 1064-65 | 1958-63 | 19 1963-64 | 1064-65
and and
1961-63 1961-63
) (10) (11) (12) (13) (14) (18) (16)
. b -12.8 -8.5 33.4 0 46.3 1.9 12.5 0

NoO?TE.~0 means not avallable.

Source: Trade Relations Councll ‘“Employment, Output, and Foreign Trade of U.8. Manufacturing
Industries, 1958-64, 1965" (June 1 )

For comparison with the above data, there is set forth below the data for
each of the manufacturing industries at the 2-digit level?

3The 2-dlgityindustde| are:

20 Food. and kin ;ed products,
21 Tobacco man ure-.

22 Texttle mill p
28 Apparel and related products.

24 Jumber and wood products.

26 1] r and allied rroducu.

27 1 ating and publishing.

28 Chemlcals an n,llled products,

80 Rubber and plastics products, N.BE.C.
81 Leather and leather products.

82 Stone, clay, and glass products.

83 Primary metal industries.

84 TFabricated metal product-

35 Machinery except el rical,

86 Hlectrical machine:

87 Transportation equip:

88 Instruments and related produch
39 Miscellaneous manufacturing.
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TABLE 3.~~Rate of growth in domestic and foreign trade, by industry

{Percent change) o
Domestio shipments . Importa
’ Y
Industry Average, Average, | -
1958-63 mmd 1063-64 | 1064-68 | 1058-63 | 10 - 1003-04 | 1904-00
1061-68 108463 1
@ (2) (€] (O] & ) () (8)

7.1 6.8 5.1 0 30.8 12,6 -0, -1.9
16.7 9.1 2.5 3 -21. Z ~27.2 82, —-4.4
35.7 14.0 7.0 78, 21.6 1. 10.8
1.7 8.0 5.6 0 1159 379 21, 1.2
14.6 1.9 6.7 Q 4B 181 kY 3.4
22.6 11,3 6.3 0 14,7 6.1 2 9.7
45. 4 26.6 16.1 0 185.7 8.7 2. 11,0
26,0 1.9 8.7 0 33.7 13,3 3 xg.a

-1.3 -1.3 5.3 1} 204.0 15. 4 o € 13.0

1.8 -4 5.3 0 108.1 47,1 1. 88.0
14.4 4.8 6.7 0 54.1 13.4 13.€ 8.6
39.5 11.3 14.2 [} 75.8 18.2 -2,3 56.8
10.4 7.7 9.0 0 61.8 8.4 18, 8.7
16.9 8.8 11,8 0 114,0 2,7 18. 10.6
40.4 23.9 5.0 0 451.7 156.7 .7 27.0
82.3 28.9 3.1 0 12,1 -21.8 33.7 23.2
34.4 18.0 16.0 0 165. 4 72.8 15.4 0.8
16.2 11.4 7.0 0 74.8 20.6 6.8 13.3

Exports Domestic market
Indust, . | Average, Avel
i 1958-63 195;?0 1063-64 | 1064-65 | 1058-63 mand "1 1063-64 | 1964-05
an
1061-63 1061-63

) (10) 1n (12) (13) (19 (18) (16)
32.8 16.2 16.2 0 . 7.2 6.8 44 0
40.8 24.4 10.0 [} 15.9 8.6 2.3 0

-10.0 -6.8 22,6 0 38.3 14.9 6.4 1}

3.6 -2.8 19.9 0 18,1 8.5 5.9 0
69.2 26.2 15.0 0 18.9 2.4 6.3 0
67.0 32.6 17.3 0 21.1 10.5 8.7 0
99.2 48.1 140 0 45.2 26.7 15.4 0
32.8 15.1 9.0 0 25.8 11.8 8.7 0

-~19.8 ~15.2 1.8 0 1.2 -8 5.8 0
24.2 17.6 2.0 0 4.0 .8 5.2 g
20.1 . 8.8 18.2 0 18.2 5.0 8.7

.5 ~. 9 28.4 [1] 42.4 11.8 1.0 0
12,7 11.0 2.8 0 20.1 7.6 0.2 0
45. 4 28.5 18.2 0 14.6 6.3 10.7 s
31.8 24.0 0.1 0 80.0 25.4 8.1
10.0 1.2 18.9 0 84.8 25.6 3.2 0
67.0 34.8 17. 4 0 37.3% 9.6 - 189 0
85.0 85.0 8.3 0 18.0 12,1 6.9 0

Norz.—0 means not available, .

Source: Trade Relations Councll, “Employment, Output, and Forelgn Trads of U.8. Manu :
Industries, 1058-64, 1065 (June 1968). ployment, Output, ign tacturing

Only electrical and electronic products (Industry 36) had a more rapid rate of
growth of imports, 1058 to 1963, and that industry’s increased imports, though
substantial, 1964 to 1965, are not nearly so large as those experienced by basic
steel, In the light of the proper and commendable attention that has been de-
voted by the Government to the problem of textile and apparel imports (Indus-
tries 22 and 23), tkhe growth in imports and the decline of exports affecting basic
steel are especially noteworthy.
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In the following table the growth rates in domestic and foreign tradé are given
for sections of the basic steel industry at the 6-digit product level, as follows:

Indastry:
83122 Steel ingot and semifinished shapes.
83128 Hot rolled sheet and strip tinmill products, including Commodity
Code 83124,
83125 Steel wire made in blast furnaces and steel mills, including Com-
modity Code 33155.
88126 Steel pipe and tube from furnaces and other industries, including
Commodity Code 83176.
88127 Cold rolled and cold finished steel bars, including Commodity Codes
33128, 33167, 83168.
383162 Steel nails and spikes.
TABLE 4.—Rate of growth in domestic and foreign trade, by industry
[Percent change}
Domestioc shipments Imports
Industry Average, Average,
1958-63 1958;160 1063-84 | 1064-65 | 1058-63 wgsaso 1063-64 | 1964-65
}
19%?—63 1961-63
(O] 2) [¢)] (4) (5) 6) (U] 8)
7.4 —0.5 28.1 0 403.9 83.3 22.2 27.0
24.4 9.6 15.8 0 233.9 29,0 19.7 81.8
7.8 -2.2 10.9 [ 188.7 44.5 41.5 16.0
8.4 -1.4 13.5 0 256. 4 4.2 5.0 15.8
37.3 6.9 10,2 0 [0 105.4 35.4 143.0
~b5.6 -5.5 3.0 0 38.6 .8 6.0 14.6
Exports Domestic market
Industry Acverage, Average,
1058-63 l%s—dﬂ() 1063-64 | 1064-65 | 1058-63 19:3660 1063-64 | 1964-65
1001-63 1961-63
© (10) (11) (12) (13) (14) (15) (18)
83.0 14.7 144.3 0 11.9 1.0 2.3 o
—~12.2| =12.0 34.8 0 20.1 1.0 16.3 0
58.1 36 35.4 0 13.6 0 13.3 0
~47.5| -26.8 4.4 0 18.8 1.8 13.3 0
21| =258 15.5 0 40.7 5.6 10.6 0
24.4 6.0 2.0 0 20 —4.2 3.8 0

1 Percont change exceeds 9,999.9.
Nore.—0 means not evailable,

Industrlos, IOM, 1965 (June 1966).

Sourco: Trade Relations Council, “Employment, Output, and Foreign Trade of U.8, Manufacturing'
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The above table shows that this: extraordinary rise in imports of basic steel
products in comparison with exports and the domestic market was experienced
in all product categories. .

FOREIGN TRADE BALANCE

The disturbing import-export trends disclosed in the above tables produced a
steady worsening in the balance of trade in basic steel products. This is shown
by the following table presenting data at the 5-digit product code level.

TABLE §5.—Foreign trade balance, by industry

Trade balance (millions) Net percent Export-import Ratlo to domestic
change ratio , market of—
. ' Imports Exports
In- Average, | Average, 1958-60 | 1061-63 | 1958 | 1061~

‘dustry | 1058-60 | 1961-63 1064 t0 1064 [to1064| 60 63 | 1004
. 1%508— 1064 1%508- 1004

an (18) a9) 0) |- () | (22) | (23) | (24) | (28) | (26) | (2D) | (2D)

83122... -—40.7 -71. 4 -83.4| —104.7 | —16.9 | 0.20 | 0.24 | 0.43 [0.025 {0,058 |0.005 | 0,024
33123... 5.0 —82.6 —04.6 |—-1,976.6 | —14.5 | 1.02 ] 70| .74 1.033 {.041|.034 | .031
83125....1 =-27.8 —41.1 —67.8 ] —142.11 —63.6} .21 | .10 .21 |.056|.116].012 | .024
33126... 14,1 —~44.4 -58.5| —~513.8 —31.9 (1.18 .60 | .57 |.042|.062 |.040 | .035
33127... 77.1 34.3 -7.3 1 -100.5 |-121.4 6.02 | 2,09 | .01 {.005{.023 |.033 | .021
33152....] —42.9| .-43.0 —~47.8 -11.5 | —11.1 08 .00 .242 | .269(.018 | .028

Source: Trade Relations Council, ““Employment, Output, and Foreign Trade of U.8. Manufacturing
Industries, 1958-84, 1965 (June 1966).

In the above table note especially the last four columns on the right. The
data in those columns disclose that the ratio of imports to the domestic market
increased substantially between the benchmark period, the average of 1958-1960,
on the one hand, and 1964, on the other. At the same time, the relationship of
exports to the domestic market decreased between the two periods with the
exception of steel wire.

Compare the rate of deterioration in the trade balance, and the increased.
penetration of the domestic market by imports, disclosed in the above table,
with the similar data for the basic manutacturlng industries as shown in the
following table.
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. TavLr 6.~-Foreign.irgde Salance, by industry .+ . - S
Trade balance (miliions) Net percent Export-import Ratio to domestic -
: * 1 ghangs <7 raetlo market of—
AR P L B vy Y 1 : L ) !
. o . : Imports .. xports
©oIn. Am, Avorage, | . ' mg-eo 1001-63 1'1058-{ 19611 m f_w
dustry | 1 1961-63 | - 1064 101064 [to1064| 60..|: 63 {1964} . '
1958~ | 1964 | 1038} 1064
. IR 60 60
Qan (18) 19) (20) 2N ]2 1@ || ey en| s
20..ceens ~326.6 | —324.8 9.6 102.9 | .102.9 ] 0.79 ] 0.81 | 1.01 {0.026 J0.027 0.% 0.028
21 veer] 7.7 9.5 112.8 44.9 | 13.1 [14.02 [25,49 |20.32 | .002 | .002 | . 0.038
22... ~30.6 ] —122.5| —111.6| —203.4 8.9} .88 .74 1.034 ] .035].080 | .026
+~255.1 | ~—374.6| —130.4] —48.0| .38 . .23 | .016 | .028 | .008 | .007
—481.5 | ~B17.4 ~10,.81 -7.84 .28) .27 | .31 .08¥].077 ] .017 | .024
-676.0 —604.8 15.6 10,54 31| .. 47 1.071 1 .085] .02 .0380
27. 31.3 43.6] 1622171 1,65 .016].029 | . ggg 047
787 869.5 28.1| 10.4|2.84|2.88 281 .021].021]. . 059
-10.3 -19.9 | ~246.5| —93.6 | 1.19| .87 ] .80 ) .023 | .033 | .028 | .027
—~121.7| -188.1| —88.2) ~13.8| .39 | .81 | .29( .028] .045'| .011 [ .013
—68.31 ~66.0] —23.4 3.4 .76 73! .7v8].027].033}.021| .026
~727.6 | -676.3| -28.8 7.2 .60] .51 .59 .051].046].081]| .027
48.6 32.7 -9.5} ~25.111.39]1.44]1.25(.016].018 .02 ,028
2,148,7 | 2,649.0 58.2 23.3 ] 6,863 ] 5,88 5.511.023 ) .037 | .140 | .204
400.6 898.1 -26.9| ~2.6{3.72]1.80]1.67{.011}.025].043| ,042
595.8 592.3 41.3 —-.5]1.85}200{163].030],026] .047 | .042
—~2.9 13.3 -47.0| 666.8{1.26| .08} 1.061 .047 ) .071 | .059 | .076
~218.4 | -283.6 ~34.8] ~7.0] .39] .41 | .46] .072) .002}.028 ] .041

urce: Trade Relations Gounoﬂ.“E loyment, Qutput, and F Trade of U.B. Manufack
Industﬁes, 1058-64, 1965 (June 1968). mployment, Qutput, and Forelgn aring

The degree of domestic market penetration by imports shown for steel ingot
and semifinished shapes, steel wire, steel pipe and tube, and steel nails is higher
than that shown for the great majority of the basic industries in the above table,

KEY ECONOMIO CHARBACTERISTICS OF BASIO STEEL IN COMPARISON WITH OTHEBR
MANUFACTURING INDUSTRIES

In the following table are set forth the key ecoromic variables of basic steel,
at both the 4-digit and b-digit industrial classification levels, and for the basic
manufacturing industries of the U. 8. at the 2-digit level.
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ksy sconomic data required for the calculation of the above economic variables are not stated in the official Gov.

Soaros: Trade Ralstions Counctl, “Employmaent, Output, and Forsign Trade of U.8. Manufscturing Industries, 1058-64, 1965™ (June 1086).

1 Cols. 37 and 38 sre ratio of number of employses per $100,000 of shipments or valus added.
Norz.—Industries 33126 and 33127 are not inciuded becsuse the

ernment
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From the above table 1t s important to note the following:

1. 'The capital expenditures per prodaction worker in basle steel (Industry
.,312) was higher than that in any of the 2-digit manufacturing industries with
the exception of chemicals and allied products (Industry 28), Thus, basie steel
is clenrly capital intenslve,

2. The so-called “Dlue collar ratio” (production worker payroll to total pay-
voll), n measure of labor intensiveness, is higher for basle steel than for any
of the basice 2-digit industries except textiles (Industry 22), apparel (Industry
2%), lumber products (Industry 24), and leather products (Industry 8t). Thus,
basle steel is highly labor intensive,

8. The gross earnings to value of shipments ratio (the number of cents per
dollar of sales, hefore taxes, available for taxes, depreciation, Interest charges,
rent, and dividends) is lower for basic steel than for all of the basle nmnumc
turing industries at the 2-digit level except textile min products (Industry 22).
Thuy, steel Is nmong the least protitable of all industries.

4. The average ad valorem equivalent of the import duties applicable to bhasle
steol produets is signitieantly lower, and by a major degree, than the level of
dutles applicable to the products of such labor-intensive industries as textiles
(Industry 22), apparel (Industry 23), and leather products (Industry 31).
Thug, basie steol, while providing for one of the Nation's highest levels of
capital expeirditures per worker among manufacturing industries out of its gross
carnings, 18 as Inbor intensive as the least capital-intensive industries, has among
the Nation’s lowest gross earnings performance ratios, and with these indicla of
sensitivity to foreign competition, must face that competition in the domestie
market with one of the lowest levels of dutles applicable to labor-iutensive
manufacturing products,

THE RANKING OF BASIO STEEL IN COMPARISON WITH ALL OTIIKR 4-DIGIT MANUKAC
TURING INDUSTRIES IN KEY ECONOMIC AND FORKION TRADE PERFORMANCE PFAC-
'TORS

To show the comparative standing of the basie steei tudestry {n comparison
with each of the other 182 4-digit industry grouns in the Trade Relations Couneil’s
data hank, enchoof the Industries was ranked under cach of the koy enocomice varl-
ables shown in the above tables from (e highest to the lowest. The rankings
of basie steel compared with selecced industries of acknowledged extreme import
sensitivity ave shown in the foliowing table.

Papre K—Ranking by key cconomio variables of dbasio steel and other xelected
industrics amongp 183 industrics

Cotton Footwenr, Radio
Basle steol hrond llpnh\ oxeopt and "'V
(4312) woven | (aletal)|  mbber roeeiving
fabries [RIT)] sols (3051)
(2211)
Production worker total payroll, 1084, . 30 (i} H 13 0
Import, percent change, 1064 68 ... .. 8 & 28 83 2
Trade l\nlmu-o uvernge, WL-063.. .. ... 177 02 178 100 170
‘'rade hulml(\‘, 1112 DO 172 41 184 160 176
Trade balunee, percent uhuuw. uvnnw
1058 G0 to 1064.. - 180 128 158 101 177
(iross enrnings to \hlpnlonn Tt 1o, 1004 158 1082 1”1 114 120
Capital expenditures por worker, 1004 P W 170 172 ur
Ad valotem import duty oo 135 EX] 9 71 1

! Latest available ad valorem fmport duty.

Souree: Trade Relations Couneil, “Employment, Output, and Forelgn Trade of U.8, Mamufucturing
Industries, 1058-04, 10658 (Junoe 1066).

The extremely vulnerable position of basle steel to import Injury is shown
by the above table:

1. Only cotton broad woven fabries and leather footwear rank higher in the
blue collar ratio than basle steel; significantly, steel has a higher labor-inten-
siveness rankiug than apparel or radio and TV receiving set manufacture.

2, Steel ranks highest of any of these exceptionally import-gensitive industries
dn the per cent change of imports, 1964-1065. .
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3, Steel ranks much below cotton broad woven fabrics and leather footwear
by the magnitude of its trade defieit for the benchiark pertod, the average of
106 1-1008, and for 1 its teade defleit ranks it atongside of apparel and radlo
and 'V sety where lmports from the low-wago countries of Asin have serlously
disrupted the American market.

4, Steel ranks lowest of all the industries In the negative per cont change in its
trade balanee, meaning that #t has slipped the worst of any of these classle
examples of import-disrupted, lobor-Intensive industries,

5. Steel ranks lower in {8 gross earnings ratio than any of the Inbor-intensive,
fmport-sensitive industries except cotton broad woven fabrics, and its ranking
Ia very close to that industry’s,

G, Basie steel ranks very high by the level of eaplinl expenditures per worker,

7. Bagio steel ranks lowest of all of these industries when Judged by the level
of ad valorem equivalent import dutics applicable to its products.

Theso data strongly indicate that action on behalf of the steel industry in
relation to fmport regulation Is urgent and long overdue, By this table the sit-
untion of the steel industey is clearly revealed ; earnings arvo held at a depressed
level, as xerlous or more serfous than that of the other of America’s most
seriously affected Import-sensitive industries; it g as labor intensive and thus
as vulnerable to imports from low-wage countrles ns any of these industries;
the rate of tnerease of imports iy more rapid in the case of steel than the other
industries; and it has the lowest level of duties,

Conelusion

Under a Government committed to the equal protection of the laws, the quality
of effort which has properly been devoted on behalf of the cotton textile in-
dustry because of the rate of inerease in imports of cotton textiles and apparel,
should likewise be applied to a solution of the steel import problem, Such
action Is also of obvious importance in the area of the Nation's continuing
balance of payments detlelt,  The current trends in exports and imports re-
émphasize the timportance of Governmental actlon to uchieve some control over
rapldly incveasing fmports fn order to protect. our trade balance as an important
eclement in the total balance of payments pleture,

Mr, Chalrman, we trast that our data will help illuminate and deflne the
gravity of the stecel fmport problem, Indeed, we hope that our testimony will
prove to be of assistance to the Committee in forming a vesolve to report Senatoe
Resolution 149 or to take other equally appropriate action leading to prompt
meaxures to exert rveasonable control over the massive and rapid increases
which are taking place in the importation of basle steel products.

Senator Hawrse, Thank you for a very informative and statistical
report,  With such enthusiasm maybe the resolution will be adopted.
Thank you anyway.

Mr. O, R, Steackbein, Nation-Wide Committea on Import-Export
Policy.

Wa are glad to have yon, and you may proceed in any way you seo
fit.

STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, THE NATIONWIDE
COMMITTEE ON IMPORT-EXPORT POLICY

My, SrrackuriN, Thank you. 1 have o statement hore which is not
very long.

My name is O, R, Strackbein. T am chaivman of the Nationwide
Committeo on Import-Export Policy.

My testimony will ho limited to certain aspeets of the steel import
})x-()b1m11 without making a rounded presentation, as I am sure the
industry vepresentatives will do, including those who man the steel-
works.

It is the purpose horo to estimate the price to the iron and steel in-
dustry of becoming competitive with imports, with special emphasis
-on employment.
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Before analyzing the steel industry .~me revealing light may be
thrown on the subject of the cost of becc.ning competitive by examin-
mgthe same %roblem in another basic industry.

enator, I have here made an analysis of the experience of the coal
industry, and I think it is very important that some mention be paid
to that experience.

Senator Harrxe. I might say, Mr. Strackbein, that not alone are
we good, as I indicated, in Indiana, in steel and in soybeans and in
hog, we are also good in coal, too.

r. STRACKBEIN. Yes.

The coal industry offers what may be a very useful example. The
ex{)erien'ce of the coal industry during the past 10 to 15 years may
hold a clue to what price has to be paid to remain competitive. While
the coal industry’s problem was not the same as that of iron and steel,
it bears a close enough resemblance to be of great value.

_Coal suffered from competition,, not only with imports but fuel and
diesel oil and natural gas. Steel’s competitive problem arises largelK
from imports but is not confined to that sector. It also competes wit.
other products such as aluminum, plastic, wood, glass, ete.

The cost of becoming competitive in the coal industry fell with
shattering effect on the labor force, especially the miners. 'This would
be expected because in coal production the direct labor cost is high;
and the burden of cost reduction must be borne by the cost fuctor that
outweighs all other combined ; namely, labor. Increased efficiency is
achievable in any significant éegree only by laborsaving devices and
operations,

The story can be told quickly.

In 1950 employment in coal mines was an average of 483,000. The
produced 560 million tons of coal in 1 year, or 1,159 tons per man. In
1965 only 142,000 workers produced 525 million tons of coal, or 3,697
tons per man. This was more than a threefold increase in produc-
tivity. This productivity miracle was accomplished by abolishing
341,000 jdbsi):r 2 out of every 3. As a result the wholesale price of
coal lagged behind many products, moving from 86.1 in 1950 to only
95.5 in 1965 where 1957-59 equals 100. Wholesale steel prices by
contrast moved from 66.9 to 101.4 in the same period. Coal moved
ug 9.4 points; steel, 34.5 points. Nonferrous metals rose 36.0 points,
which was higher than the rise in steel, and I may add here that the
rise in steel was not out of line to any perceptible degree with the
increase in wholesale prices in general. Coal, the price of coal, did
lag because of the great increase in productivity that was achieved
é atistical Abstract of the United States. 1965, table 1027, p. 716;

urvey of Current Business, U.S. Department of Commerce, Apri
1966, p. S-19 and p. S-35; Statistical Abstract, 1965, table 1029, p. 78;
also table 490, PP 357-358). _

Yes, the coal industry became competitive. One byproduct was an
increase in exports. These rose from 25 million tons in 1950 to 50
million tons in 1965, a doubling of foreign sales. They would go still
higher but for Euro;)ean import restrictions (Statistical Abstract,
1965, table 1029, p. 718; Survey of Current Business, April 1966, p.
S-35). Moreover, coal production has recovered from a low of 420,000
tons in 1961 to 525,000 in 1965.
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The industry became co:)ndpetitive by the only route that is open,
namely, more efficient production, or ruthless mechanization, In
terms of gmplo%ment the price in the coal industry was indeed ex-
tremely high. The Appalachian destitution was a direct result.

Here was a development, Senator, that was going on during the last
10 or 15 years, and no one paid much attention to it until the destitu-
tion of the Appalachian area became a national problem.

The mechanization that took place in the coal industry proceeded
very silently, you might say, with very little publicattention.

he steel indnstry now faces a similar problem ; but it does not fol-
low that it can repeat®he experience of the coal industry, or necessarily
that it has to, may I add. In roint of employment the number on the
payroll is still over 500,000. 'Che number o employees has declined
only from 587,000 production workers in 1950 to 512,000 in 1964, a
drop of only 75,000 or a mere 18 percent, and when 1 say a mere, I
mean, of course, in comparison with the experience in the coal indus-
try. (Statistical Abstract 1965, table 806, p. 221.) This comﬁzres
with a decimation of employment in the coal industry, as related above,
that is, & displacement of 341,000 workers. Obviousiy, judged by the
example of coal, the steel industry has been remiss.

Because of its “backwardness” the steel industry has suffered a
reversal in foreign markets. Mind you, when I say backwardness, I
mean that in no sense of condemnation but rather as an indication that
the steel industry had not dealt as ruthlessly in terms of mechanization
as the coal industry had done under the stress of the need to survive.
Ilnste;xl;i of gaining foreign markets, as did coal, the exports of steel have
shrunk.

There is no point in repeating the statistics on steel exports, which
have declined and the rise in steel imports which have been tenfold
since 1957. These statistics have been presented repeatedly.

It cannot be determined precisely what the price would be for the
steel industry should it seek to become as competitive as coal. Never-
theless certain measures can be applied. Apparently it would not be
necessary, as in the case of coal, to sacrifice over 300,000 workers.
Perha{)s a sacrifice of only 200,000 would do the job. Let us make a
few calculations.

Ssnator, I realize that this sounds extreme, but we have the example
of coal before us, and incontrovertible fact.

Productivity in the steel industry increased from 165 tons per pro-
duction worker in 1950 to 248 tons in 1964. (Stat. Abs., 1965, table 306,
p. 221; Iron and Steel Institute Foreign Trade Trends, 1965, table 7,
B. 38.) This represents an increase of 50 percent, and really not a very

d record as measured by productivity in other industries. Asshown
above, coal’s productivity per production worker in the same period
increased over 200 percent, or E)ur times as sharply as in steel. Had
steel done as well, its employment of production workers would have
fallen to near 150,000 level. As it was, steel in 1964 produced 32.4
percent more basic steel than in 1950 with 13 percent fewer workers.

Steel’s foreign competitors are much more formidable than U.S.
coal’s foreign competitors. Steel production has risen rapidly in a
number of industrial countries. West German production has doubled
since 1952, rising to 36.8 million tons in 1965. Japanese production
has experienced a much sharper rise, surpassing both West Germany
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and the United Kingdom in the last few years, and reaching 41.1
million tons in 1965, French and Ttalian production has also risen
sharply. The United Kingdom rise has been more moderate.

These statistics, may T say, are backed by references to their sources.
(European Coal and Steel Community, general report, March 1964
also publieation of Office Statistique de Communauntes Europeenes,
1966, No. 2, p. 7.)

Tn 1952 this country prodnced 48 percent. of the world’s steel.  (Stat.
Abs. 1954, table 1129, p. 960.) In 1964 this share had dropped to 26
percent. or to 127 million tons of a world total of 478 million.

Steel wages in the United States for production workers were $3.41
per hour in 1964, rising to $3.54 in February 1966, This is the average
wage per hour for production workers. By contrast European aver-
age annual net earnings in 1963 (withont. free accommodations) with
n family of two, were $1,970 in West. Germany, $2,264 in France,
$2.516 in Belgium, $2,146 in Holland, and $1,834 in Italy. In the
samo year (1963) steel wages averaged $141.86 per week in this coun-
try. A 50-week year would have brought $6,650 per worker, or well
over three times the pay in West Germany. Italy, and Holland.
There ngain the source 1s given, if anyone wants to check these figures.
(U.S. Wages: Current. Survey of Business, supra; Kuropean; Statis-
tical Office of the Kuropean Communities, f!asiu Statistics of the
Community 1965, table 92, p. 138,)

Output per production worker in the Enropean iron and steel indus-
try was in 1964: West Germany, 181 tons; France, 151 tons; Ttaly,
174 tons (Furope Conl and Steel Community, general report, Mareh
1964 ; Basie Statistics of the Community, 1965, table 10, p. 28).

These levels compare with 248 tons per worker in this country in
the same year. With wages of about a third of those prevailing here
the Furopean producers should be able to compete with an annual
output. per worker as low as 100 tons, .

Japanese output. in 1964 was 156 tons per production worker. (Sur-
vey of Jupanese Finance and ]ndustry.]) This was up from 112 tons
in 1960. Thus, while Japanese wages continue to lag far behind the
TFuropean, their productivity is fast appronching the European level.
In 1965 average annual wages of Japanese steel production workers,
with honus, was $1,380,

I should point out here that the fringe benefits in Japan are quite
high in relation to their other pay. On an absolute basis their fringe
benefits are, perhaps, not as high as they are in this country.

(Monthly report of iron and steel statistics, Tron and Steel Federa-
tion, Japan.) TIn 1965 approximately 40 percent of total T.S. imports
of iron and steel came from Japan, compared with 17.9 percent in 1960.
(Tron and Steel Tustitute, supra.)

The steel industry in this country has accelerated its ex;lmnditm'e
for plant and equipment in recent years, moving from $1.1 billion in
1960 to $1.9 billion in 1965, while projecting over $2 billion for 1966,
(Stat. Abs. 1965, table 960, p. 501.) This represents a serious moderni-
zation program.

A comparison of prices, January 1, 1964, f.o.b., Em‘t of shipment, of
the European Coul and Steel Community and 10.S. prices for export,
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port of shipment, shows the wide margin separating ECSC and U.S.
prices (dollars per ton in each case) : :

kECsC lUultod fitates

Relnforcement bars.. . $76-0 $127
Morchaut bars. ... . 81-3 130-130
Wirerod. . ...... . 78-%0 146,18
PIMO. o oo ot ittt e cicieacaamae s asannanenaena - B4-8 124.10
HOL PONBA ShOet . .ot e invee et iaieieve i mne - 100-22 146,16
Cold rolled SHEBL. vt i ceaisccennevs i encvreseanrn e vraacma e 110-25 162,25

Sgg‘rcg 12th general report, the High Authority, Luropean Coal and Steel Community, March 1964
pp. 434.5,

THE DILEMMA

The road to competitiveness for the iron and steel industry is a rongh
one, with particular significance for the workers. Under similar, if
more aggravated, circumstances, the conl industry as an industry sur-
vived, The workers, however, figuratively speaking, were massacred
economically. Yet the industry had no alternative if it was to survive.

In the steel industry foreign competition looms larger and more
ominously than it did in the coal industry ; but steel has an epparent
eseape hateh, Lt can invest in foreign countries, although there appear
to be few attractive possibilities at present in that field in view of the
world’s current excess steel capacity and the nationalistic aspects of
the industry.

If steel would insist on following the footsteps of coal it would
have to go far beyond its present level of output per man per year;
but to do that would hold nothing but terror for the work force. I
have a calculation here which shows what in 1963 was the steel pay-
roll. Then that is related to the value added by manufacturing and
that, in turn, is related to the value of shipments. So you establish
your relationship between the total payroll and the value of shipments.

Now, this turns out to be $4.11 ‘biﬁion for wages, $8.35 for value
added, and $18.59 billion for the value of the shipments,

Therefore, this is a simple mathematical calculation and, of course,
to that extent it is subject to a degree of error, but nonetheless I think
quite adequate for our purposes.

If it were proposed to lower the cost of shipments by 10 percent, the
work force would have to be reduced 40 percent, unless all the workers
down the line, going back to the iron ore miners and the coal miners
and transportation workers were also reduced by 10 percent in number,
and so that the total burden would be distribute({

Another alternative would be to reduce the wages of the steel workers
by 40 percent and retaining all those who are employed on the pgyroll
or again unless you wanted to put the snme wage reduction into effect
all down the line to the supporting workers from the iron mines, the
conl mines on the transportation to the steelmills.

If that were done, this might or might not. be sufficient to bring the
steel industry into a competitive level. This is a diflicult point to
establish, but from the looks of the difference in prices ns previously
cited, it appears that, perhaps, a 10 percent reduction in costs would
be necessary. :
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To achieve this would cost about 200,000 jobs out of a total of some
500,000. This again is the result of the mathematical calculation.

Now, is this country prepared to pay such a price? If not, what is
the alternative? Evidently the only practical option lies in control of
import tonnage, preferably by quota. Even so, the industry must pur-
sue its modernization if it is not to fall behind foreign technical im-
provements, because these improvements are going on.

Now, there is the other possibility of the reduction in profits and
the question, of course, arises as to how far that could be carried, and
how much good it could do.

In 1965 the profits after taxes of the primary iron and steel industry
was 9.8 percent on stock gguity, or $1.4 billion. This rate was the
lowest in the durable goods group, the highest being 19.5 percent
realized by the automotive industr{. It (net Proﬁt) was equal to one-
third of the 1963 employee payroll ($4.11 billion in 1963), one-sixth
of the value added by manufacturing ($8.35 billion in 1963) and
7.5 percent of the value of shipments ($18.6 billion). The 9.8 per-
cent rate for 1965 was up from the low figure of 5.4 percent on stock
equity realized in 1962,

These statistics come from the Federal Trade Commission, Division
of Financial Statistics.

Now, if the profits were cut in half, that is to say, to $700 million
and the reductions were spread over the z:f)proximately $20 billion of
shipments of iron and steel in 1965, a reduction of onlf 314 percent
in the price could be made; and such a small margin would not achieve
a competitive standing. Moreover, the industry’s incentive would be
deeply eroded, and, no doubt, furthor investments in the steel industry
would not be made.

Exports of iron and steel products cannot be looked to as a source
of substantial relief. The outlook continues to be negative. Indirect
exports in the form of machinery, vehicles, and so forth, sometimes
cited as offering hope, are losing their lead over indirect imports.
Those are imports of steel.

When we demand of a domestic industry a degree of efficiency suffi-
cient to produce competitiveness with imports we necessarily assert
acceptance of the means of achieving this state. In many instances
this involves a massive displacement of labor to overcome the wage-
productivity differential. Our shiglping industry meets the differen-
tial (1) through governmental building and operating subsidies or 62)
seeking refuge under foreign ﬁa%s. As you know, the American-flag
ships are carrying only about 10 percent of our trade.

etween Pittsburgh and Ap;l)alac ia lie the quicksands of free trade.
Do we rush forwarg to be swallowed up to our knees or do we recog-
nize the harsh realities ¢

The problem, Senator, is not confined to the steel industry. The
proposed study would, however, be of inestimable value if it addresses
itself to the dilemma posed by efforts to become internationally com-
petitive at all costs. )

That is the end of the statement, and I thank you for your attention.

Senator Harrke. Thank you, Mr. Strackbein. I have no questions.
It was a very fine statement. ' .

The last witness we have today is John W. H;ght, the executive
director of the Committee for a National Trade Policy.
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STATEMENT OF JOHN W. HIGHT, EXECUTIVE DIRECTOR,
COMMITTEE FOR A NATIONAL TRADE POLICY

Mr. Hicur. Mr. Chairman, inevitably, as the last witness, much of
what I have to sny has been said already.

Senator Harrxe. Maybe vou can suy it so much better.

Mr. Hiaur. I doubt it. This is a coincidence rather than the result
of any coordination.

My name is John W, Hight. I am representing the Committee for
a National Trade Policy, and I appear before your committee today to
comment on Senate Resolution 149.

Our committee does not speak for any interest engaged in the pro-
duction, sale, purchase, transportation, or any other aspect of business
in steelmill products.

We are a business-supported and business-directed organization con-
cerned solely with the development of a trade expansion policy cal-
culated to advance the interest of the Nation as a whole.

We have always favored detailed examination of the strengths and
wenknesses of the various industries which make up our national econ-
omy and of their ability to adjust to increasingly less restricted inter-
national competition. We regard this adjustment as imperative and
inevitable in a world where economic relationships between countries
are increasingly close and where the avowed purpose of national gov-
ernments is greater liberalization of trade.

Yet, we have certain reservations regarding the study proposed in
this bill or this resolution, dealing ns it does solely with the import
competition faced by a particular industry.

A strong steel industry is essential and basic to our economy and
indeed to the economies of most industrialized countries. The U.S.
steel industry’s cost. and price structure affects immediately practically
the whole range of industrial production in the United States. Our
exports of industrial products exceed by several times our imports of
such products. Most of these exports include steel as a principal com-

onent. The strength and competitiveness of our steel industry, there-

ore, is critical to the maintenance of our exports of manufactured
goods, It would seem to us then highly important that, if there is fear
that the U.S. steel industry cannot compete in international markets,
a more fundamental examination and a more searching analysis of
the industry should be made instead of the limited one proposed in
this resolution.

Senator Hartke. Do you, Mr. Hight, later on in your statement here
go into what would be a more fundamental examination ¢

Mvr. Hienir. To some extent, sir. I would be glad to answer ques-
tions on it. .

Sonator Harrgr., Those are nice words. I am in favor of a more
fundamental examination of everything than a limited one. So you
and I would be on the same ground.

My, Higuar. It may be true.

Senator HarrkE. In theory.

Mr. Hieur. I would like to pick that up at a point in my state-
ment where it applied.

Senator Harrke. I justdonot want to get carried away by slogans.

Mr. Hignir. I know that.

64-887-—06—-21
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Senator Harrke. I listened to those slogans when we passed the
Trade Expansion Act, and I remember then we were assured that
Britain would become a member of the Common Market. Those
assurances were made so many times that even when we asked for
them, and it got to the place where if we asked the question, “Are
you sure?” \%’ell, they looked at you and expressed great consterna-
tion that you even had any thought in your mind that Britain would
not be in the Common Market.

Mr. Hierr. You were not alone, sir.  Many people had doubts as
to whether— : .

Senator Harree. But they did not express many doubts at the time
they were pushing for that bill. , S

- My, Hienr. I think you are speaking of the administration, Cer-
tain others did.

Senator HartrE. I am talking for everybody.

Mr. Hicur. Those who supported it. :

Senator Harrke. Some of the administration. I remember somo
of the statements, and some of them have come back to haunt us. I
imagine we will have new slogans when the Trade Expansion Act
comes up for renewal just like we have new slogans for Vietnam every
week, So it will be all right. We win it Tuesday, Wednesday, and
Thursday, and we lose it Friday, Saturday, and Sunday. Go ahead.

Mr. Higur. Obviously, those who su%)port, this resolution are .as
interested as we—that 1s gratuitous, of course—in preserving and
expanding the strength of one of this country’s basic industries. This
is certainly a subject deserving of serious attention. Yet, we feel
that this resolution has serious shortcomings and we question its
purpose.

Deficiencies of the resolution:

The proposed resolution has, at least, these serious deficiencies:

1. It asks the executive branch to conduct an investigation which
in certain respects falls more appropriately in the competence and
legislative responsibilit¥ of the Tariff Commission——

Senator Hartre., Will you explain to me what part of the law gives
that authority to the Tariff Commission ? ‘

- Mr. Hieur. I think it is very simply the escape clause.

Senator HarrkEe. The escape clause?

. Mr. Hionr. Yes,sir. Ifan industry is injured by increased imports
it may appg and a]ilieal to the Tariff Commission.

Senator Harrke. Mr. Hight, that makes a judgment first.

Mr. Hieat., Well, it seems to me clear—— -

Senator Hartke. Can you tell me what authority the Tariff Com-
mission has unless somebody files an action, what it has to make this
type of study, under what authority? I want to put your mind at
ease. I happen to have the law here now and I am ready to look at it.
Just as soon as you will tell me where to look, I will give it to you.
T will be glad to look at it.

Mr. Hieur. Ithink it is section 336. ‘

Senator HarTke. 336. I am on 332, so that is all right. T thought
%ou might be under 336. This is equalization of cost of production.

hat is change of classifications of duties. Is that what you want to
do, what you are talking about? That deal with duties..
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Mr. Hieur. Yes, sir. Isn’t that what we are dealing with essen-
tially? Isnot thethrust of the resolution

Senator Hartke. ‘I thought you read the resolution.

Mr. Higrr. 1 read the resolution carefully, sir.

Senator Harvke. It does not say anything about the duties. .

Mr. Hionr. It suggests that the industry needs protection, does it
not, or that we study the industry to see whether it needs increased
protection. BT o ,

Senator HArTKE. I said when we do all of these things earlier. The
resolution only asks for the possibility of unfair, below-cost pricing
of steel mill product imports to the United States. It has nothing
whatsoever to do with duties,. -~ = -

Mr. Hieut. That was the next point I had. -

Senator Harrke. No. 2, “The impact of rapidly increasing imports
of steel mill products upon the profitability of the domestic steel indus-
try and the employment, income, and the tax revenues generated by
that industry,” that is No.2. It doesnot deal with duties. ,

Mr. Hieur. It suggests injury, does it not, the question of injury ?

Senator HARTKE. gure. I do not think there is any question about
it. I am suggesting there is injury, not alone to the industry:

Mr. Higut. Then it seems to me the industry applies to the Tarift
Commission for an escape clause case. : .

Senator Harrke. That is sort of—I thought you were talking about
an investigation. Now 'i:ou are going into the balance of payments,
which is the next item. Then also how about the efforts of the Govern-
ment to restrict the outflow of private capital upon the demand for
steel products in foreign countries affected thereby?

Go ahead, Mr. Vail, ask the question.. ‘

He dis a very capable man, very fair, too. Sometimes he is not on
my side. : : :

}1’\11'. Hignr., I know he is.

Mr. Vamn. As I understand section 336, it is limited to those articles
with respect to which there is no tariff concession in effect.

Mr. Hieur. That is right; that is right, so it leads you directly into
the escape clause, does it not ? ; : , :

Mr. Vam. Well, it leads you into a blank wall in one respect.

Mr. Hicur. Well, the industry must take the initiative is all I am
saying, and I wonder why the Congress would: take the initiative in a
case where the industry does not take the initiative? \

Senator HarTkE. I happen to be interested in the United States,

Mr. Hienr. Yes, sir; I am quite sure we all are. But the industry
is certainly interested in its own interests.

Senator HArTRE. I grant you that they have testified—— -

Mr. Hionr, There is a route they can take, and that is the escape
clause route if they feel they are injured by imports.

Senator Harrke. Let me tell you something. No industry came in
here and asked me for medicare. Why didn’t the doctors come on in
and ask me to be for medicare ? o

Mr. Hienr. I do not think that is quite the same thing, sir. Tliere
was considerable sentiment in the country for medicare.

~ Senator Harrkk. There may be no sentiment for this whatsoever,
and if thére is not in this committee, we will find that out and we will
have the results afterward. - .
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What I am trying to find out, No. 2, is, let me point out that the
resolution is not very restrictive. I made a preliminary statement if
there is a suggestion, if you want the Tariff Commission, if the Presi-
dent wants them to participate, that is wonderful with me. I have
%'reat respect for the Tariff Commission. I know those members and

respect them as being honest and fair, and that they will be com-
petent and objective. And there is no reason why the study group
could not be utilizing other appropriate Federal agencies.

If you do not want the Commerce Department, if you do not trust
them, some people do not trust the Commerce Department, I am not
wedded to any particular organization here. I think that any one of
these groups can probably direct the study. I thought the Commerce
Department, which is charged with this basic responsibility concern-
ing itself with industry, would be the appropriate agency. But I am
not adverse to putting the Tariff Commission in.

Mr. Higat. I am quite sure they could do a competent job. I am
concerned about the precedent that is involved here.

Senator HarrkE. The precedent?

Mr. Hieur. Where you take a particular industry and ask——

Senator Harrke. We have plenty other precedent for what we have
done here.

Mr. Higar. I am sure they are very good. I worried about the cot-
ton textile one, too.

Senator Harrke. Mr. Vail points out to me here, this is from title
IX of customs duty, “that upon the investigation of articles imported
in such increased quantities as to cause or threaten to cause serious in-
jury to domestic industry, consideration shall be given to economic
factors. The findings of prior investigations,” and that section which
deals with the injury, as I pointed out previously, this is in the Trade
Expansion Act which the Secretary of Labor has admitted that prob-
ably, under the interpretation given by the Tariff Commission, that no
employee can meet that qualification. We have had 19 cases,

Mr. Hiecur, That is the adjustment assistance.

Senator HarTke. Adjustment assistant section. But you cannot
meet that. You cannot show that injury any more. But this raises
more problems. Let us go ahead.

Mr. Higur. I will make my four points very quickly, sir.

Senator Harrke. I just hope, and I want to give you the benefit of
the doubt, let me say I am sure that you are not interested in just
being against a resolution and finding excuses. You just want the
Tariff Commission to consider it, as either the directing agency or as
a participating agency. You want them directing it, right ‘

Mr. Hiour. I think that is the law, sir. I think that is the way
the law reads, and I think that is the proper avenue.

Senator HArTkE. Well, now, we will write the laws. We have still
ot that authority. Some people think they are going to do it for us,
ut we are still going to write them. We are going to write more of

them as we go afong and correct, maybe, some of the bad ones.

The point I want to make to you is simply, I am not opposed to the
Tariff Commission participating. I am not one who prejudges any
one of these people to be incompetent, unfair, or not objective. I think
they could all be fair. I think the Tariff Commission would be emi-
nently fair. Iamnot in favor of taking them out.
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But I do hope, and I am sure, that you would not just want to throw
such a cloud in herein order to be against such a resolution.

Mr. Hieur. No, sir.

Senator Harrke. All right. That is good.

Mr. Higrr, I mustconfess I am against the resolution.

Senator HarTke. Iknow. Iamtrying to find out why.

Mr. Higur. Let me give you four points, Senator, and I will do it
very rapidly.

I gave you the first point. We do feel that the proper avenue for
the industry is the Tariff Commission, through an escape clause
review.

It asks for, No. 2, for an investigation of matters appropriately be-
long to the Treasury Department in the area of antidumping proceed-
ings. .

Now, clearly, if steel is dumped in this country there is a proper
procedure for the industry, and it is through the Treasury Depart- ..
ment.

Thres, it calls for a study of matters which must already be known
to the executive agencies 1f these agencies are properly doing their
jobs, and we are sure they are, and on which these agencies are surely
equipped to advise the Congress without a special study and its in-
herent delays:

Commerce and Treasury with respect to the balance of payments.

Labor with respect to employment.

Commerce with respect to profitability.

Commerce with respect to the effect of restraints of U.S. capital out-
flow on foreign demand for steel. A

And broadly, the judgments sent to the President by the Tariff Com-
mission and the Trade Information Committee in preparation for the
Kennedy round.

Four, it takes an unrealistically narrow view of the impact of rising
imports of steelmill products on the balance of payments and on
U. S. efforts to achieve and maintain balance-of-payments equilibrium.

Five, it would set a precedent for similar requests by Congress deal-
ing with the many other industries which have complained about im-
port competition. I think it is an end run, Mr. Chairman, to coxe
to thedCongress when there are proper avenues within the law already
passed.

The tone of the resolution clearly indicates that those who support
it would like to have additional restrictions of some kind imposed on
imports of steelmill products. Our committee strongly opposes such
restrictions at this time or in the foreseeable future.

Senator HARTEE. Let me ask you a question. Do you strongly op-
pose any action against the United States by foreign countries?

Mr. Hieur. Yes, sir. I think restrictions abroad ave certainly as
bad as restrictions we have here,

Senator Harrke. That is what I say. You certainly are not—what
type of presentation has this group made to the increase in tariffs by
the Common Market countries on steel ¢

Mr. Hreur. That is not solved yet.

Senator HarTkEe. That is not solved. I mean, what type of protest
have youmace?
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Mr, Hionr, As you know, we are negotiating against a decision b
the Common Market to negotiate from a 14-percent average level,
which is not a correct one. :

Senator HArRTKE. I know. ‘What has this group,done to protest
that increase which is said to be temporary, but now they have in-
creased it

Mr. Hicur. This is a difficult thing, sir. This is in the Herter
office, and it is a matter of negotiation. We have said in every place
where we have appeared :

Senator HarrgE. The truth of it is, they increased the tariff didn’t
they? Don’t you know that ?

Mr. Higur. Oh,yes, I know that.

Senator Harrke. They increased the tariff.

Mr. HicHT. Yes, sir.

Senator HArTkE. Itisup 9 percent.

Mr. Hizuar. That is right. They had previously reduced it, you
see, without compensation.

Senator Hartke. They have increased it now.

Mr. Hieur. That is right.

Senator Harrge. What did you do? Did you protest loudly in
the name of the Committee for a National Trade Policy?

Mr. Hiear. Yes, sir, generally, though not specifically in this case.
We certainly did in the chicken war.

Senator I1ARTKE. You did what?

Mr. Higrr. Inthe chicken war,

Senator Harrke. Why didn’t you do it in the steel case? Why do
you protest about a contemplated action in which you have prejudged
what is going to be done in the United States as contrasted to not pro-
testing against action which has been taken overseas? How can you
be so much interested in seeing something not take place to develop
the facts in the United States, but at the same time, not protest when
action is taken overseas which is absolutely contrary to at least your
adopted philosophy ?

Mr. Hicar. We do it on every occasion that we can.

Senator HartkeE. Why couldn’t you do it there? You came here.

Mr. Hicur. Yes, sir.

Senator Harrke. What is the difference? This is action which
was taken.

Mr. Hicur. I do not recall why we did not. I know what our posi-
tion was, and I think we said it in our publications.

Senator Harrge. Let me say to you, I know quite a few of these
people on your board of directors.

Mr. Hiour. Yes, I am sure you deo.

Senator HArTrE. I think they are all sincere, dedicated people, and
I understand that propably the staff does this preparation for them
and makes a recommendation which way to go. But sometimes I
have the feeling that some of these staffs, or some of these other people
are not interested necessarily in free trade. I think they are interested
in opening an avenue for greater penetration of the American market
and, at the same time, not seeing to it that these equivalent negotiations
and concessions are made in the foreign market.

As I have said before, I am sure that our American steel industry
can be competitive worldwide.
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Mr. Hicur. I am, too.

Senator HArRTKE. If they have free trade.

Mr. Hiour. Mr. Chairman—- )

Senator HarTke. But they cannot be competitive if you are going to
permit cartelization. - And if you are going to permit special con-
cessions and subsidies, and if you are going to have import quotas,.
which we do not have. In other words, if you are not going to have
the same set, of rules on both sides of the fence, then you can see why
you cannot be—it is not entirely a question of being competitive, but
a question of why you cannot have fair dealing.

What I am interested in is at least fairness.

Mr. Higar. May I reply to that, Mr. Chairman?

Senator HARTEE. Yes, sir.

Mr. Higur. That is why we have the GATT. That is why the
GATT was negotiated. I isa forum for the resolution of differences.
We are in the middle of negotiations now on steel.

Senator HARTKE. Yes. .

Mr. Higur. The American steel industry has presented its case to
the Tariff Commission and the Trade Information Committee of Her-
ter’s office.

Senator HirTrE. But the facts are to the contrary, whether you
want to ad:nit it or not. The truth of it is you cannot say that they
have not increased their tariff in the middle of the negotiations.

Mr. Higar. That is right; and the United States is protesting about.
thai. It does not want to negotiate on that basis.

Senator HArRTKE. But your organization and your staff members did
not protest. They come here and protest against a resolution which
only asks for fair treatment when you have had unfair treatment
overseas. You pay no attention to it, or at least give it only cursory
attention.

I think that your board of directors would be interested in why you
did not do that, and if I were on the board of directors I would want
to know why you did not protest the foreign action and why you are
testifying here.

What was the purpose behind it? Was it negligence or was there
some other motive? Now, it had to be one or the other.

Mr. Higar. I will investigate that, but I know we did not overlook
the objectionable EEC position.

Senator Hartke. Unless there was another purpose, which I can-
not see.

Mr. Hieur. I will have to investigate it. I remember the occasion.

Senator HarrkE. I hope you will do that. I do not care what your
staff does, but this is up to you.

You may proceed. '

Mr. Hiear. As I said, we oppose restrictions at this time or in the
foreseeable future.

We would strongly oppose such restrictions at any other time unless
they were establis%xed by international negotiation for a temporary
period to meet a crisis situation, and were a last-resort measure as part
of a comprehensive program of economic adjustment (including re-
course to escape-clause adjustment assistance, and antidumping pro-
ceedings). We do not foresee such an unpleasant contingency because
we have confidence in the ability of the steel industry, with or with-
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-out Government help, to adjust successfully to the.changes always
-tuking place in international competition—changes which may be ex-
pected. to accelerate with the passing of time.

Those who seek ways and means of restricting imports of steel mill
products seem to overlook the consequences of such action, including
consequences certain to be injurious to the steel industry itself. Im-
port restrictions would intensify pressures abroad to restrict foreign
imports of American products, including steel mill products and
finished manufactures in which steel is used. :

Senator Harrke. Let me ask you a question. 'Would you be in favor
of permitting export subsidies such as these for the steel industry

Mr. Hicurt. No, sir. I do not like it abroad where it occurs—

Senator Harrke. Now, wait a minute. That would not be
restrictive.

Mr. Hionr., It isanother form, is it not, sir?

Senator Harrke. It isnota rvestriction.

llgld Hienir, You can have an import restriction or an export
subsidy.

Senator Harrke. This is a form of encouraging exports. You are
opposed to export subsidies.

r. Higur. Yes.

Senator Hartre. Would you be opposed to a two interest rate
policy, one for domestic am{ one whic]l\, as other countries use, for
the purpose of credit for exports?

Mr, Hienir. No,sir; I would not like that.

Senator IHArrke. You would not what ?

Mr, Hrenir, I would not like that.

Senator Harrxe. You would not like that.

Mr. Hienr. No.

Senator IIarrke. I want you to know there is a substantial group of
people who indicated they might be in favor of it.

Would you be in favor of a centralized banking system in the United
States which could provide for diffevent credit arrangements, such
as the Export-Import Bank, providing a positive function in this field
.of providing special discount. arrangements for exports ¢

Mr. Hieuir. This is a difficult field. I think the Export-Import
Bank itself feels that they do as much as most other countries do. Now,
maybe they do not.

Senator Harrke. I am not saying what they think. After all, they
are a creature——

Mr. Higur. They are the experts in the field.

Senator Harrke. That is right. In other words, we can tell them
what to do. We are still representing the people. I know a lot of
these administrative agencies think that they run the country, and
they pass regulations and new laws on their own and make determina-
tions on how far they are going. But what I am talking about is, are
you opposed to new approaches which would make it possible for our
American industry to have the same type of incentive for exports that
ave given to foreign nations? o

Mr. Hionr. Yes. I think there ought to be some coordination of
this. I would hate to see a race or a competition in foreign incentives,
in export incentives.
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My understanding is that the United States now, this was not true
some yeurs ago, but the United States now, provides as much incen-
tive for its exports as any other major industrial country.

Senator Harrke. You would like to go into that, would you?

I Mr. Hieur. Not in detail. Reflecting pretty much what the Export-
mport-——— .

Senator Harrxr, If you call your board of directors together some-
day, 1 will give them some information which will completely refute
that statement. I have been doing it with Brookings Institution peo-

le, and we have been having some very enlightened sessions. I mean
3rookings has some very good information on this, which, I think,
would be very informative to you. - :

My, Higur. Yes. Iknow what Brookings is doing.

Senator Harrie. Right.

Mr. Hianr, May I continue, sir?

Senator HARTKE. Yes, sir.

My, Higurr, They would increase doubts abroad regarding the eco-
nomic strength of the American economy and of the American dollar,
and the seriousness of this country’s purpose in the Kennedy round and
in future trade negotiations. The result would clearly damage our
balance-of-payments position and in doing so would probably prolon
T.S. restraints on the outflow of investment capital—restraints whicﬁ
the supporters of this resolution believe may be damaging foreign
demand for steel, :

Need for constructive answers to competition : All who are interested
in preserving and increasing the strength of this country’s steel in-
dustry should be concerning themselves with the steps the industry
should be taking to increase its competitive position at home and
abroad. These steps should be based on the premise that legitimate
international competition will not be restricted by Government action
and that trade barriers affecting this industry will be consistently and
substantially lowered both here and in the other economicnlly advanced
countries of the world. It sounds like a platitude, sir, but I think
that is the basis on which we have to operate. VWhere import competi-
tion expands to the point of causing serious injury to the steel industry
as o whole or to participating companies or groups of workers, Gov-
ernment instrumentalities have been established by Congress to cope
with such contingencies. You spoke on the trade adjustment clause
in the Trade Expansion Act——

Senator Harrge, Are you familiar with my bill, S. 1333 ¢

Mr. Higur. Not by that number.

Senator Harrke. That is the test for adjustment assistance.

Mr. ITianr. Yes, I have vead it, sir,

Senator HarTkE. Areyouin favor of that bill?

Mr, Higrrr. I think so.

Senntor Harrke, Should this test for the escape clause relief also
be ensed to give some meaning to the escape clause procedure in the
Tariff Commission which, in its estnblished role—— :

Mr. Mienr. T think it is probably necessary that the criteria be
changed somewhat on the trade adjustment act.

Senator Harrge. T am not too sure your board of directors is going
to be very happy with that answer, either, but that is all right.

Mr. Hianrr. We have discussed it, sir. We have discussed it.
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Senator HarTke. All right, fine,

Mr. Hienr. These should be used, not bypassed. The same applies
to protection against injurious dumping, and in this respect. the cri-
teria used by the Treasury Department should he economically.sound
and should treat fairly the interests of all parties concerned, including
the national interest itself. We take this opportunity to express once
again our committee’s support for negotiation of an antidumping
agreement which commits all participating countries to standard cri-
teria, after all. We do think this is extremely important.

In summary, we feel that the tone of the resolution before this com-
mittee is protectionist. 1t suggests that such problems as the steel
industry faces could be alleviated or solved by the imposition of im-
port restrictions. This, we believe, would be an apparent palliative
and not a real cure. For the greatest trading Nation in the world and
the most productive Nation in the world, a strong and competitive steel
industry is essential. The effort of the industry and the Government
should be directed toward building such strength and not toward in-
sulating the industry from the rigors of competition. In our view,
that course of increased protection 1s a dead end.

Senator HARTKE. Let me say to you, sir—

Mr. Hiont. Protectionist is a strong word

Senator HARTKE. Whut,l about. cnrt(;]? What ab(]mt. ftl\;)sefothog
countries, are you just a ing everything to our side of the fence?
Avre you not inyfavor of fgg*lblress on bov{h sides?

Mr. Hrerrr, Absolutely, sir; absolutely.

Senator Harrke. Why, then, are you saying that this is protec-
tionist when you do not protest cartels? You do not mention cartels
in your whole statemnent. You do not mention things which absolutely
would be against common decency, and against common practice
here, and certainly illegal. There is no mention about the fact that
these cartels are being established oversens. Why don’t you say some-
thing about them ?

r. Hiaur, Sir, we are operating within the United States. These
are matters——

Senator HArTKE. Noj these are international cartels,

Mr. Hieur. Those are matters for negotiation. Not my negotia-
tion but the executive department’s negotiation. I cannot negotiate
with the British or the French or the Italians.

Senator HarrrE. Are you afraid of the facts?

Mr. Hiouir. No, sir. - T made a trip there a year ago.

Senator Hartke. Why are you afraid of a study ¢

Mr. Hieut. I made a trip a year ago protesting European trade
barriers,

Senator Harrkr. Let me say this to you: I am certain you are an
effective and a very intellectual man, and T am sure if the facts come
out in this situation that you certainly would be able to take these facts
to the Finance Committee and, even though you might pre-judge me
in one way or the other, you would be able to persuade them to act
and operate on the facts, Why would you be so fearful-——-

Mr. Hricurr. I do not object to the facts.

Senator Harrke. Why would you be so fearful of having the
truth out heret

Mk. Hraur., I am not, sir.



STEEL IMPORTS 327

Senator Harrke. So that all the American people and the Con-
gress can understand what is going on. What is there wrong with
a resolution which sticks to established facts?

Mr. Hignir. Mr, Chairman, you have asked that quiestion of a num-
ber of witnesses. o

Senator Harrke, That is right,

Mr. Hianr. And I think we all have the same position. We wel-
come facts; we welcome facts,

Senator Harrke. Why do you put out these sologans like,
“protectionist” ¢

Mr. Higur. Sir, if one reads the resolution where does it lead?

Senator Harrke. I could take this statement and just say, which
I won’t——o '

Mr. Hiasr. Where does it lead ¥

Senator Hartkn. I won’t say this, but I could say that this is an
anti-free-trade statement, that it is a procartelization statement and a
proexport. subsidy— -

Mr. Hicur. No, sir. ’

Senator Hartre. And a pro-two-interest-rate policy for foreigners
statement, but I won’t sny these things about it. T do not put these
types of tags on this type of a situation. But you put “protectionist™
on this resolution because it asks for the facts.

Mr. Hiaur. No, sir; because I think it leads directly to restrictions.

Senator Harrkp. It won’t lead to restrictions unless the facts show
that restrictions are necessary. o '

Mr. Hionrr. I do not believe in restrictions. S

Senator Hartke. You do not believe in any restrictions?

Mr. Higur. I think there are other things to do.

Senator Hartke. For example?

Mr. Hienr. T think that the industry should make the necessary
adjustments—-—

Senator Harrke. For example?

Mr. Hiciir (continuing). To world competition.

Senator Hartke. For example?

Mr. Hienr. We should strive for fair world competition, and T
think the U.S. Government. ought to be sure that it is fair world
competition. ' ‘

Senator Harrkr. All right.

Mr, Hienr. And that is precisely what we hope is going on in the
Kennedy round. ‘

Senator Hartke. And the industry has just said that, as I under-
stand it, they would be willing to compete worldwide as long as they
were treated fairly. :

Mr, Hiaur, T have heard that from the industry ; yes, sir.

Senator Harrke. You do not believe them ¢ - :

Mr. Hignt. I donot know ;I donot know. I would like to see what
comes of this Kennedy round. As you know, there is n particular
sector on steel, and this is n matter of direct negotiation.

Senator Harrke. 1 understand. :

Mr, Hienr. And I think the U.S. Government, in its negotiators,
will get. fair and equitable treatment. I hope so.

Senator Harrke. I hope so, too. I voted for the law.

Mr, Hienr. We encouraged the law, too, of course.
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Senator Harrke. I hopeso. I did not vote for it and hope it would
be a failure,

My, Hicur., Well, I think, sir, that is about all I have to say. I
‘have nothing more. S , .

Senator Harrke. Well, I would hope, sir——-

Mr. Hicnirr., May I add one thing?

Senator Harrkse. Go ahead,

Mvr. Hhieur. My main objection to this is, where does it lead?

The Congress asks for a special study of the steel industry. Should
it not then ask for a special study of the shoe industry, of the glass-
ware industry, of the pottery industry, or a host of industries which,
over the years, have complained about import competition and increas-
ing imports? You can show it in a number of these industries.

Senator ITarrke. I have no objection to our finding out the facts
about any damaging, irresponsible action by foreign governments or
cartels, which injure any domestic industry and treat them unfairly.
If there is such evidence shown, I think the proper place to go, among
others, is to the Congress.

. Now, if you are going to deny that right to us, we certainly might as
well abolish Congress. What is the purpose——

Mr. Hiour. No,sir,

Senator Harrke. What is our whole purpose here?

Myr. Hieur. That is not what I suio*. i agree with what you are
saying, of course,

Senator HaArTKE. Let me point out something to you. I am not the
one who has pointed out that steel imports are one of the major factors
in our unfavorable balance-of-payments situation.

Mr. Higur. So are many other items.

Senator Harrke. No, f,do not know of any other industry which
has been picked out by the administration and identified, but. this one
has by the Secretary of the Treasury. Whether they intended to do
is or not, I am not sure, but they did ; by the Chairman of the Council of
Economic Advisers, and in the Commerce Department by speeches by
various people. They pointed out the treinendous increase, and one of
those statements was read here by Gardner Ackley. He is a competent
individual and a fair person, and I do not think that he did this be-
cause of the fact that he felt that this was only an example. He did
it becauss it represents a big segment of the problem, that is all.

My, Hienr. That is right, sir; but other industries do also. Tourism
certainly does. That has increased, as we all know, over the years,
and I suppose that, I know that, the deficit on tourism is larger than
the deficit on steel.

Senator Harrke. About $2 billion.

Mr. Hicar. You can take coffee, for instance. We could cut off
coffee and balance all the payments or we could cut off, perhaps, sugar.

Senator Harrke. I am not talking about cutting oft anything.

Mr. Hicurr. Cocon or any other thinge.

Senator Harrge. You do all of the prejudging. You do the pre-
judging in terms of and in light of your own satisfaction. That leads
me to a very, very difficult position because I would hate to think you
are not really interested in free trade after you make such fine pro-
nouncements for it, - '

Mv. Hieir. You can be assured I am, sir.
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Senator Harrke. I am interested in your fairness.

My, Higirr. You can be assured I am,sir,

Senator Ilarrie. I am going to give you some more time, and I am
going to recess these hearings. You make a reexamination and see if
you can come up with some suggestions of what can be done to keep
these other nations, like those 1n the Common Market, from acting
irresponsibility in the field of tariff barriers in the middle of negotin-
tions, if you want to make suggestions along that line.

Mr. Hignr. We studied this for the last year and 2 yerrs. There
areno good answers, 1 do not think,

Senator Harrxe. Welly I will say one thing.
| Mx% {‘Imu'r. We are in the middle of negotiations. We are quite

opeful.

Senator Harrke, In the recent testimony by people who want to do
nothing because they are prejudging any study of the situation to
failure, this is a most amazing philosophy. It 1s the most amazing 1
have ever seen. I do not understand how anybody can say, “Well,
I know we can’t find the answers so we are just going to let every-
thing go down the drain.”

Now, this is absolutely the most pessimistic attitude I can see. I
would like to s 3 the facts. Now, if the facts do not justify what
you have implied or thought or think that I might have in mind,

am willing to abide by the facts. Why aren’t you?

Mr, Hicur. I am quite willing to.

Senator Harrke. All right. Let us do that then and have the
study and abide by the facts.

Mr. Hignr. But what you are saying now is a little different from
what the study points to. You are asking what we can do about the

ractices which foreign governments pursue which are unfair, and
can say that the only way that we can do anything is through nego-
tiation; yet there are a number of institutions set up in the world for
this purpose, primarily the GATT, and this is the proper place to
ursue it. I do not know what we, as private citizens, can do to tie
rench Government, for instance.

Senator Hartke. 1 haveno further questions,

I am going to ask that the record include at this point that portion
of Public Law 87-794, the Trade Expansion Act, which we passed
dealing with section 252 (b), which reads:

Whenever a foreign country or instrumentality the products of which receive
benefits or trade agreement concessions made by the United States—

(2) engages in discriminatory or other acts (including tolerance of inter-
national cartels) or policies unjustifiably restricting United States commerce.
the President shall, to the extent that such action is consistent with the pur-
poses of Section 102—

(a) suspend, withdraw, or prevent the application of the benefits of trade
agreement concessions to products of such country or instrumentality, or (B)
refrain from proclaiming benefits of trade agreement concessions to carry out
a trade agreement with such country or instrumentality.

T just want to include that in the record. }

Now, as these hearings on Senate Resolution 149 are adjourned
by the Senate Finance Committee today, it is important to note that
the chairman will keep the record open until June 22, 1966, to accom-
modate the written testimony of those whose sral testimony could not
be scheduled June 2 and 3, 1966. -
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Chairman Long has indicated to me that extending the record will
perform the same service to small industry and union locals as would
have the field hearing contemplated for the Gary-Calumet complex.
In keeping the record open, the chairman has informed me:

“From the many requests which are coming from those who de-
sire to testify, it is clear that steel imports involve issues which should
be explored.

“I agree that we should give steelworkers and small employers alike
full opportunity to get their views into the record of tlhe hearings,
For this reason, I am directing the staft of the committee to keep the
record open long enough to enable them to submit written statements
of their positions.”

That 1s a quote from: chairman of the committee.

I want to thank all of those who have participated. I want you to
know that I have nothing but admiration and good love for all of you.
It is with an air of good ?oeling. It is now 4:30 and we will adjourn,

Whereupon, at 4:30 o’clock p.m., the above committee adjourned.)
By direction of the chairman, the following is made a part of the
record :)

SuBMITTED BY REPRESENTATIVE Riciiarp D). McCarruy, or NEw YORkK

My name is Richard D. McCarthy, and I am the Representative of the 39th
Congressional District of New York. I am testifying before this Committee in
favor of Senator Hartke’s Resolution calling for the President to direct that a
study of imports of steel mill products be undertaken.

1 want to stress at the outset that while I realize that the adverse effects of
imports of steel mill products varles widely in respect to the product and the area,
the fact still remains that the steel import penetration of the United States
market reached an average level of 10.8 percent in 1903. As an example, for wire
rods, imports in 1963 accounted for 49 percent of the national market; for wire
and products made from wire, imports ranged from 13 percent to 50 percent
of the U.S. mmarket.

‘My own district, which Includes most of Erie County and sections of Buffalo
in New York has been adversely affected. For example, in 1065, an alarming
rise in imports occurred in the major steel-using area comprising the states
bordering the Great Lakes. ' They now threaten to flood this area through the
easily accessible Great Lakes ports just as they bave flooded coastal areas of the
country. :

Many steel companies have millg located in my district including the nations’
largest producers. They employ thousands of workers and have contributed
heavily both to reducing unemployment and to increasing the general economic
well being of the Nisgara Frontier.

I believe that this import problem is very cowiplex and entails more than a
superficial compilation of statistics. Understanding of the development of the
steel import crisis in UJ.8. markets hinges, in part, upon the background of world
steel industry development.

Briefly, in the past ten years, world steel output has increased by over two-
thirds and world capacity to produce steel has increased even more rapidly.
This has left about 100 million tons of capacity to hover over the world steel
import and export markets with little chance of this excess diminishing. Much
of this new capacity has emanated from Western Furope and Japan since
World War II. This is augmented by the rapid development in many less-
developed countries of construction of steel mills to attain self-sufficfency in
steel production with a primary object of improving their balance of payments
situation. In addition, mass steel production is viewed as a status symbol and is
often planned irrespective of domestic demand.

In the last decade, the emerging countries in Africa, Asia, and Latin America
nearly tripled their steel production and almost doubled their share of world
output. Some 20 countries have become steel producers and, as a result, the
less developed countries have stabilized their import volume and sharply re-
duced the import share of thelr steel supply.
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Coeval to the Increase in world steel use, total world exports of steel have
doubled from 29 million tons of steel mill products in 1955 to over 60 million
tous in 1965, The pattern of this trade, however, has shifted drastically away
from one of shipments from the industrialized steel-produeing countries to the
lexs-developed countries, to an increasing exchange between industrialized na-
tions, with the United States by far the major recipient. In the past ten years,
the share of total world Imports accounted for by the less-developed countries
declined from 00 percent to a iittle over 20 percent in 1965, while imports into
the United States rose from -+ percent to 20 percent of total world trade during
the same period. In short, the world's largest steel producer is now the werld’s
lnrgest steel hnporter,

This sitnation has occurred for several reasons, Essentially. the new pro-
Auction of steel in the less-developed countries has displaced Imports. And it
has been reinforced by the lack of hard currencies and various government de-
vices to restrict imports, In Europe, however, there has been no lack of hard
currency, and in theory, their international trade restrictions have been reduced
under the suceessive round of GA'IMT.

While in the United States imports have increased to 10.3 percent of the
domestic market, they aceount for ahout 4 percent of the ECSC market for steel,
4.5 percent of that of the United Kingdom and and less than 1 percent of Japan’s.

The future is not any brighter. Intensification of the efforts of European and
Japanese mills to dispose of their steel in the United States seems inevitable
unless the U.S, takes action to curtail them. Their home markets, of course,
will continue to be protected as may be necessary by various governmental
and quasi-governmental measures,

Summarily from my remarks above, I believe that the mass steel imports
now tlooding this country do not reflect productive international trade, That is
to =ay, it is not mutually advantageous to both exporting and importing
countries,  Steel mill products are not being imported into the U.S. primarily
becnuse there is a great need for them here, but rather because foreign production
ix in excess of home market needs. The effeet on the U.S, is destruetive, In
other words, such countries are using the U.S. market as a means to further
their own social, politieal and economic aspirations at our expense,

The inecrease in the volume of lmports is staggering. Imports of steel mill
products into the United States in 1863 totaled approximately 10,383,000 tons,
representing 10.3 percent of the total market. The significance of the volume is
oxtremely revealing since it is equivalent to the combined output in 1965 of the
fifth and sixth largest American steel producers which dh'ectly employ 79,000
workers,

In spite of the closing of the St. Lawrence-Great Lakes senports in January,
February and March, Imports of steel mill products in the first four months of
this year were at an annual rate of over 8 million tons. With the St. Lawrence
Seaway now open, the rate of imports into the Great Lakes areas for the re-
mainder of the year will undoubtedly increase.

There has been a great deal of concern and controversy about our balance of
payinents and its causes. The defleit in steel trade can hardly be viewed as any-
thing but a major contributing factor to our balance of payments deficit. In
1963, the value of steel imports exceeded the value of steel exports by $670 mil-
Hon. To this net import figure must be added an additional dollar outtlow for
freight, since much of the imported steel arrives in foreign ships. And, in
addition, the value of the exports should be reduced by the value of the steel
sold under AIL financing, which does not result in the seller acquiring dollars
from foreign sources. When these factors are taken into consideration, the
deficit of the steel balance of trade last year approached $1 billion as. com-
p;lrf(l with the total 1965 balance of payments deﬂolt which is estlumted at $1.3
billlon,

The reasons for the high volume of imports are complex and numerons. The
economle and soclal changes that make up the prices of goods are at dif-
ferent levels in different countries.  Wage rates, the prices of raw materials,
tuxes and interest rates are the most important variables which determine
the price of steel. In many foreign steel producing countries the difference
in taxation policies in comparison to the United States Is a most significant factor,
Many of these countries:have been exempted from a substantial share of taxes
for steel which enters our market to compete with fully-taxed domestic products,

The foreign steel producer, under normal circumstances, can enter the U.S.
market only by offering steel products at prices substantially below our cur~



332 STEEL IMPORTS

rent domestic level. This brings up another point. The sale of steel exports
to the United States market is being achieved in many cases by commercial
practices which are contrary to our anti-trust and fair trade statutes. This is
not a supposition on my part. The Japan Economic Journal of March 15, 1966
quite fully substantiates my assertion,

“For creating better order in exports of steel products, 27 major steel manu-
facturers engaged in steel sales in the U.S. market last week decided to estab-
lish export cartels controlling prices and quantities of steel exports to the
United States.”

In sum, Mr, Chairman, I believe that the steel imports problem has reached a
critical stage. The present situation more than deserves study now. But even
more important is the future. Projection of the present import trend for the
next five years would constitute a problem of major proportions for the na-
tion as a whole. Conditions of temporary abnormal demand for steel have
no relevance to thislong-term trend.

In conclusion, I submit that a continuation of unrestained and mass importa-
tion of steel mill products into the United States domestic market is not in the
national interest of the United States. I wholeheartedly endorse the proposed
study of steel imports.

I would like to urge, however, that the proposed study be conducted by a Con-
gressional Committee or Subcommittee rather than conducted by the Commerce
Department with the assistance of other agencies and the steel industry, I
believe this approach would not only facilitate needed expediency but would also
eliminate any allegations of an industry influenced study. Congress, in the final
analysis, will decide whether or not action is needed to curtail steel imports.
Consequently I contend that the bulk of study and research should stem from
that body with, of course, the assistance of any government agencies of the steel
industry when necessary.

Thank you Mr, Chairman for this opportunity to testify before this Commit-
tee on what I consider a very important and critical international trade problem.

‘WEesT CoasT METAL IMPORTERS ASSOOIATION, INC.,
Los Angelcs, Calif., May 31, 1966.
Subject : Senate Resolution 149.

Senator RusseLL B, Lona,
Chairman, Senate Finance Committee,
Washington, D.C.

DEeAR SENATOR LonG: The West Coast Metal Importers Association wishes to
voice its opposition to the above resolution. We feel that the Steel Industry,
as such, should not be singled out for an investigation by the Senate. It is our
feeling that the Commerce Department and other Agencies of the Government
provide machinery for such investigations.

We also do not feel that Senate Resolution 149 recognizes the important con-
tributions imported steel has made to our economy.

1. Imported steel has forced domestic producers and processors to reduce
costs to meet foreign competition. Many items of steel would cost the
American consumer mucih more today if the producers did not have to
worry about imported products. American producers have been able to do
this in many areas and still enjoy profits.

2. Imported steel has provided a source of raw material for American
converters who would be out of business if left to the pricing policies of
domestic mills in their practice of dual distribution.

8. Imported steel has provided a very important source of material during
such crises as strikes, the Korean War and even during the current action
in Viet Nam.

Should the investigation be made, it would be our hope that the Importers of
steel would be adequately represented so that conclusions could be based on
unbiased, objective facts,

Very truly yours,

Ar PERRISH,
Chairman of the Board of Directors.
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NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC.,
New York, N.Y., May 27, 1966.
Re Senate Resolution 149,

Senator RussieLL B. Long,
Chairman, Senate Finance Committce,
Washington, D.C. -

DeARr SENATOR LonNG: The Natlonal Council of American Importers wishes to
go on record in opposition to S. Res. 149. This proposal is contrary to the
general principle that the Congress should not provide for special investigations
at the behest of particular American industries when there exists general legis-
lation providing for such investigation by appropriate governmental agencies
upon proper application. Furthermore, if there is occasion for a request for
such an investigation, this can be accomplished by the Tariff Commission by
simple resolution of the Finance Committee of the Senate or the Waye and
Means Committee of the House under section 332 of the Tariff Act which was
employed in the recent request for investigation of valuation methods by the
Tariff Commissicn. .

S. Res. 149 reflects the wide-spread misinformation now prevalent in this
country about the true role which steel imports play in the U.S. economy. The
Resolution’s key “factual” recitals are not statements of fact at all but re-
statements of incorrect assumptions and baseless assertions that have been
officially debunked many times over these past few years.

For the past 10 years or so, steel imports have been regularly singled out for
special criticism by protectionist elements in the United States. Steel products
have been the subject of a major escape clause proceeding, a major antidumping
proceeding, and a host of relatively smaller dumping, “Buy American,” and
marking proceedings. These imports have also been the subject of extensive
public relation campaigns aimed at alerting the U.S. public to the alleged
dangers such imports pose to the steel industry and to the U.S. economy as a
whole, There is reason to believe that these imports are providing the greatest
impetus behind the present drive for crippling amendments to the U.S. Anti-
dumping Act.

The Tariff Commission has decided in two major cases—the wire products
escape clause case of 1958 and the wirerods dumping cases of 1963—that these
steel mill products imports are not hurting the U.S. industry. The Treasury
Department has on many occasions rejected claims of the steel industry that
foreign steel is being sold in the United States at less than fair value within the
meaning and purview of the U.S. Antidumping statute. Public statements about
the evil effects of steel imports have been effectively rebutted at every turn.

Despite this, certain segments of the steel industry persist in their efforts to
denounce imports and point to them as the reason for the ills, some real but
most imaginary, of the steel industry.

We suggest that any study be made by the U.S. Tariff Commission. History
has proven the wisdom of Congress in setting up this independent agency to
make unbiased, objective studies of the relationship of imports to the U.S.
economy. The Commission is particularly well qualified to make this kind
of study, and should be given the specific authority to call upon other agencies,
such as Commerce, Labor, and Treasury to assist it in its task.

Sincerely,
v GERALD O'BRIEN,

Ezecutive Vice President,

SourHWEST WIRE PrRODUCTS CORP.,
Carrollton, Tex., June 10, 1966.

+

SENATE FINANCE COMMITTEE,
Senate Office Building, '
Washington, D.C. '
GENTLEMEN : We are manufacturers of bright basic wire and wire products.
Our entire business structure is predicated on the availability of low cost im-
ported steel rod which is the the basic material for wire drawing and processing.
It is impossible for us to use wire rod from U.8, producers and then compete
with themn on finished wire products since the difference between domestic rod
prices and domestic wire products prices does not allow enough for the cost of
manufacture and distribution, o ‘ : " -

64-887—06——22
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It is absolutely essential for the survival of our business that we continue to
obtain low cost import raw material.

Yours very truly, G
W. O. GREEN,

. Vice President.

RoBLIN STEEL CORP.,
North Tonowanda, N.Y., June 13, 1916.
To the Honorable Chairman and Members of the Senate Finance Subcommittee.

GENTLEMEN : I want to go on record as opposing the importation of pig iron
from Communist Bloc countries.

Because of the desire on the part of these countries to acquire American dollars
without regard to the profiability of their operation, pig iron is being sold in
the United States at less than cost, seriously jeopardizing our domestic blast
furnace industry.

It is my belief that legislation should be enacted which will prevent this.

Sincerely,

DANIEL A, RoBLIN, Jr.

COMMITTEE FOR A NATIONAL TRADE PoLICY,
Washington, D.C., June 10, 1966.
Hon. VANCE HARTKE, ’
Committee on Finance,
U.S. Senate,
Washington, D.C.

DEAR SENATOR HARTKE : Looking back on our dialogue during my testimony last
Friday, June 3rd, regarding your proposal that the Commerce Department pre-
pare a study of steel imports, I would like to clarify the record regarding certain
points of contention. I would appreciate it if you would have this letter inserted
in the printed hearings following my oral testimony.

Believing strongly in freer international trade, our Cominittee has consistently
and vigorously urged sustained and substantial lowering of trade barriers not
only by the United States but also, on a reciprocal basis, by the other economically
advanced countries of the free world. The policies and programs we have urged
have in no sense been confined to opposition to U.S, import restrictions, We have
opposed various EEC import restrictions for some time, and I am sure that, some-
where along the line of the countless statements and speeches written and unwrit-
ten, by various members of our Committee, the controversial EEC tariff on steel
has more than once been vigorously criticized.

Yet, as I said at the hearings, we are Americans, operating in the U.S. and are
not constituents of foreign governments. We cannot, therefore, have much
influence on their policies. What we can dc and do do by public education here is
to strengthen the hand of the U.S. negotiators in their dealings with foreign gov-
ernments by making it clear that there is a strong body of opinion in the U.S. that
the agireements made should be as liberal as possible—with full reciprocity.

If the purpose of your hearing was to examine the whole range of problems
facing the American steel industry, then we would certainly have mentioned the
EEC problem in our prepared statement. But the whole range of problems facing
the American steel industry seemed not to be the subject of your hearing; it was
not the subject of your proposed Resolution. As our testimony indicated, the
many and substantial gaps in the Resolution, as well as its apparent purpose,
were the major reasons for our opposition to S. Res. 149 as written. Not even
the vitally important subject of foreign trade barriers or objectionable foreign
business practices of an anti-trust character—problems to which you devoted
much attention during the hearing—were mentioned in the proposed Resolution.

The kind of depth study which we proposed in our testimeny, covering all
aspects of the strengths and weaknesses of the competitive position of the Ameri-
can steel-mill-products industry both at home and abroad, would be the kind of
study from which could come the facts and judgments required for finding con-
structive answers to the problems of the steel-mill-produets industry consistent
with the imperatives of the national interest.

Our Committee is for determining and understanding all the facts, not just
those facts that lend themselves to increasing the strong pressure already in effect
and developing the stronger pressure sure to come for incrcased U S. import re-
strictions against imports of stesl mill products.
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The kind of study we urged would get at all the significant facts and seek an-
swers to the problem which would not impair the expansion of world trade and
increasing cooperation among nations. The kind of study outlined in 8. Res. 149

falls considerably short of that objective.
I look forward with considerable interest aad anticipation to future dialogues

with yeu on this and other aspects of U.S. foreign trade policy.
Sincerely yours, i

JouN. W, HiGHT, Ezecutive Director.

FroripA WIRE Probucrs Corp.,
North Miami Beach, Fla., June 16, 1966.

SENATE FiNANCE COMMITTEE,
Senate Office Building,
Washington, D.C.

GENTLEMEN : We wish to express our thoughts on Senate Resolution Num-
ber 149, presently before your committee.

Our Company employs approximately 30 persons and is engaged in the
business of drawing wire from wire rod and further fabricating the wire into
welded wire reinforcement.

Since inception, we have been able to stay in business and make a profit due
to the availability of low cost imported wire rod, due to the fact that our main
competition in finished product comes from the integrated domestic steel makers.
To attempt to purchase raw material from the domestic steel industry and com-
pete with them on the finished product is an impossibility.

We, Yherefore, wish to go on record with your committee by stating that any
restriction of imported low cost raw material would allow the domestic inte-
grated steel makers to force us out of business.

Respectfully submitted.
J. A. REAGAN, Vice President.

SUBMITTED IN BEHALF OF ITALY-AMERICA CHAMBER OF CoMMERCE, INC.
June 21, 1966

MEMORANDUM ON STEEL IMFORTS FROM ITALY

The Italy-America Chamber of Commerce, Ine. is a voluntary and inde-
pendent association, which has the objectives of fostering close and mutually ad-
vantageous trade relations between the United States and Italy. The Chamber's
membership comprises firms and individuals who have established business ac-
tivities in foreign trade and services with Italy. These include: importers-ex-
porters, agents of Italian manufacturers, United States corporations with sub-
sidiaries in Italy, United States firms with business interests in Italy, banks,
shipping lines, airlines, etc. Although U.S. imports of steel and steel products
from Italy are small when compared with imports from other steel-producing
countries and represent only a negligible fraction of U.S. imports, the Cham-
ber wishes to file this statement because 8. Res. 149 specifically mentioned
Italy among the countries whose steel mill products were imported in increasing
quantities during the first six months of 1965,

The resolution introduced by Senator Hartke on September 28, 19G3, raises
a number of questions which we wish respectfully to call to the attention of the
Senate Finance Committee :

(1) The proposed resolution seems to ignore the basic economic fact that
foreign trade is, and must be, at least a two-way street: if we favor the expan-
sion of U.S. exports, we must also favor expansion of U.S. imports.

(2) S. Res, 149 seems to stress the economic significance of the balance of
trade, rather than the balance of payments, and it isolates the trade of one
sector alone: imports and exports of steel and steel products. Again, it is
clear that the balance of trade cannot be considered in isolation, as unfortunately
and too convineingly demonstrated by the balance of payments deficits of the U.S.
during the last several years: In effect, the U.S. exports exceeded its imports in
1965 by $4.8 billion—even though the balance of payments during the same year
shows a substantial deficit. The reverse is generally true for Italy, whose bal-
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ance of trade is in deficit while its balance of payments is in surplus (during the
period 1955-1965 the Italian balance of trade had a cumulative deficit of $11.6
billions ; its over-all balance of payment, on the other hand, showed a substantial
surplus).

(3) Bilateralism, like autarchy, is uneconomical and does not justify, at least
in the long run, Government measures restricting trade. However, because the
proposed resolution refers in particular to steel mill product imports from a few
individual countries, including Italy, it may be pointed out, for example, that
the bilateral balance of trade between the U.S. and Italy in recent years has
showed a surplus for the U.S. (For instance, in 1965, the U.S\ had a trade sur-
plus vis-a-vis Italy of almost $246 million, while U.S. imports of steel and steel
products amounted to less than $30 million.) It seems hard to understand why,
if Italy is generally buying more from the U.S. in any given year, the U.S. should
single out steel products, complain about their coming from Italy to the U.S., and
try to restrain them. Furthermore, if imports of steel from Italy and other
countries are cut down it will tend in the long run to cut down the trade sur-
plus in U.8. trade with countries such as Italy.

(4) A commodity-by-commodity. and/or a sector-by-sector balance of trade
is, in our opinion, an even greater economic absurdity. (If we should undertake
to balance steel imports and steel exports, textile imports and textile exports,
grain imports and grain exports, ete., ete., we would in fact try to achieve not
even bilateralism but straight barter and, what is even worse, barter of com-
modities of the same kind, l.e.,, we would undertake to achieve an impossible situ-
ation which would hardly be beneficial either to the United States or the coun-
tries with which it trades—or wishes to trade.) However, again because of the
fact that stecl imports from Italy have been singled out, with others, as one of
the reasons for the suggested investigation of the steel imports, it should be
pointed out that the bilateral balance of trade between the U.S. and Italy shows
quite different results if one considers not only direct trade in steel products but,
also indirect trade in the related sectors, including steel making materials and
equipment. If we consider the volume and value of steel imports from Italy,
one should consider also the volume and value of U.S. exports which are directly
related to the steel produced in Italy, i.e, coal and equipment. The results of
such an investigation would show that in 1965 net U.S. imports of steel and steel
products from Italy ($29 million imports, $9.8 million exports, net imports $19.2
million) represented only a fraction of U.S. exports directly related to steel pro-
duction in Italy (scrap $20.7 million, coal est. $54 million, equipment est. $15 mil-
lion, total $89.7 million) .

R The4§ame reasoning, of course, applies to the other countries mentioned in S.
es, 149,

(5) As for the scope of the proposed investigation, the draft resolution lists
some of the alleged and possible adverse effects of steel imports in the U.S,, but
conveniently ignores the important beneficial consequences of such imports.
First, and most important, it ignores the anti-inflationary and price-stablizing
impact of imported steels, which benefits users as well as consumers in the U.S
Second, and more specifically, it ignores the impact of these imports on the im-
port-related services and industries, as well as on the labor supply and employ-
ment,

(6) It seems obvious that the U.8. competitive position in the world cannot
be adequately studied unless the investigation is compresensive enough to take
into consideration all significant factors of the U.S. as well as of the foreign steel
industry. As the spokesman for the U.S. Department of Commerce pointed out,
a more useful study should investigate why steel imports have taken an in-
creased share of the U.S. market and would necessarily include the steel in-
dustries of the U.S., the United Kingdom, the EEC countries and Japan. Such'a
study, he convincingly indicated, would cover country and regional product line
costs, operating margins, selling prices, wage rates, productivity, unit labor
costs, employment, investment, capital costs, capacity-profit relationships, flow
of funds, new technology, raw materials costs, demand and the influence of
these factors upon growth trends of steel production, imports, exports and profits.
Only a study which would investigate all the factors listed above, including the
beneficial impact of the U.S. steel pricing and selling policies on the U.S. economy,
concurrently with the importation of relatively sraall amounts of foreign steel,
(i.e., a study substantially broader, in conceptual as well as in geographic scope,
than the Report on Steel prices prepared by the Council of Economic Advisers
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in April 1965}, would throw useful light on the overall effects of steel imports
and the competitive situation of the U.S,, vis-a-vis foreign industries.

(7) During the hearings substantial opposition has been voiced to the recom-
mendations that the proposed study of imports of steel mill products be under-
taken by the Department of Commerce, utilizing appropriate federa! agencies.
Several alternative suggestions have been made. The American Iron and Steel
Institute suggested a Congressional group, while the spokesman for the workers
suggested a presidential board; other suggestions were in favor of the Tariff
Commission or the Inter-Agency Trade Organization. It seems that the Inter-
Agency Trade Organization is perhaps the best qualified organization, if an in-
vestigation is believed to be necessary, although the Tariff Commission would
have perhaps the greatest experience and expertise because of its statutory re-
sponsibilities and past activities in some of the fields listed in S. Res. 149,

CONCLUBION

In conclusion, because of the considerations summarized above and in the
interest of our commercial and political relations with our friends and allies in
Europe and in Asia, we hope thatr no investigation of the steel imports will be’
conducted—at least not within the narrow framework recommended by S. Res.
149. If a broader and more comprehensive investigation is decided upon so
as to cover the whole U.8. steel economy as well as the steel economies of com-
peting countries, we trust that the investigation, carried out by the appropriate
organs of the Executive Branch, wil not be a priori aimed at reaching protec-
tionistic recommendations which would be incompatible with the letter and
spirit of the Trade Expansion Act,

Jones & LAUGHLIN StEEL CORP.,
) Pittsburgh, Pa., March 9, 1966.
Hon., RUSsSELL B. LoNg,
Senate Office Building,
Washington, D.C. .

My DEAR SENATOR LoNG: You may be Interested in the enclosed announcement,
released to the press on March 2. : o

Elimination of a product line in which our company had been active for 113
years did not come lightly, but careful study disclosed no practical way for
J&L to manufacture nails on a profitable basis in competition with the uneco-
nomic pricing of foreign manufacturers. .

While we have failed so far to convince many people in our Government of
the long-range undermining of the American economy inherent in a weakened
domestic steel industry, the closing of our nail mill makes us increasingly de-
termined to gain understanding of the problem. . .

Sincerely yours, ‘
HERBERT JOHNSON.

NEwWS RELEASE, PUBLIC RELATIONS DEPARTMENT, JONES & LAUGHLIN
STEEL CoORP. :

PrrrsBURGH.—Jones & Laughlin Steel Corporation today announced that, due
to foreign competition, it will no longer make nails, a business in which it has
engaged since its founding 118 years ago. i

In announcing the move, William J. Stephens, President of J&L said :

“About fifty per cent of the 1964 consumption of nails in this country came
from abroad, and the percentage was even greater in 1965. The mounting impact
of foreign competition, has put us in a position where we cannot sell a sufficient
volume of nails on a profitable basis to stay in that business. Having already
stopped making fence products in 1965 for the same reason, J&L will now be
completely out of the merchant trade wire business, one of our traditional lines.”

The list of imported steel mill products now includes all the major products
made in this country. The volume of foreign steel imported in 1965 was more
than twice the total tonnage produced and shipped by Jones & Laughlin last
year. : o o
Shutdown of the nail mill, which now only employs less than 100 workers, is
expected by March 81. All possible arrangements are being made to provide
other employment, J&L said. Before foreign nails made such large inroads in
the domestic market, the nail department eraployed about 300 workers.
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Mr. Stephens atso pointed out:

“The closing of the nail mill will adversely affeet the excellent produet diver-
sitication of the Aliquippa Works, a condition credited for the plant's unusunl
record of employment stability throngh good business cyeles and bad,

“Reduction in the number of products we offer for sile Is a threat to jobs for
our men, the families they support and the rewards they enjoy from their labor,”
Mr. Stephens concluded.

J&I/8 nall mill, rated among the largest in the industry, has been loented at
Aliquippa since 1910,  Its monthly production capability was more than 6,000
tons of natls. ‘Uypleal monthiy production recently was approximately 800 tons.

J&I: estimated that sinee 1853, it has made more than 658 billion nalls, enough
to butld more than efght miillon frame houses,

JoNES & LAUGHLIN Stekn Coup,,
Pittsburgh, Pa., June 21, 1966,
Hon, Ruseern B, LoNg,
Chairman, Committee on Finance, U8, Senate, Washington, D.C.

DrAR Mu, GrramMAN : In response to your notiee of hearings on Senate Roesolu-
tion 149, Jones & Laughlin Steel Corporantion wishes to supplement the testimony
submitted by the Ameriean Iron and Steel Institute and the Tool and Stainless
Steel Industry Committee. We eundorse the testimony of these witnesses, We
feel that in addition gome examples of the Impact of steel imports on the markets
of a particular company many be useful in your deliberations, I betleve you witl
agree that there s no substitute for the loss of markets,

By way of background, we should tdentify Jones & Laughlin Steel Corporation
as the 6th largest steel producer in 1065 in terms of steel ingot production, We
have manufacturing, mining and fabrleating operations in 14 states and Canada,
and in addition operate 80 steel service centers, speclalty warehouses and supply
depots in many cities seattered throughout the United States. J&I sales ap-
proximate £t billion,

Jones & Laughlin Steel Corporation Is a fully integrated steel company and
manufactures all prineipal steel products except heavy structurals, heavy plates
and ralls, Included In our prodnct line until recently was a lHne of merchant
trade wire products such as naills and staples, barbed wire and woven wire
fence. Within the past two years we have eliminated these products from our
line of manufacture beecause we have not been able to meet the price lovels estab.
lished by foreign competition. Our experlence iz not unique and the impact of
foreign steel on domestically produced merchant trade wire products has been
felt widely throughout the Industry. For example, by the exd of 1964 fmported
woven wire fence represented 28% of the domestic market. Imported barbed
wire represented 48% of the market. In the case of nails and staples these lm-
ported products represented 509, of the domestie market. The monthly produce-
tlon of our nail mill, which was one of the largest in the industry, formerly np-
proximated 6,000 tons per month, Just prlor to the shut down of this mill this
year, our average monthly production was approximately 800 tons, 'These ex-
amples of produets historically made by this company which we no longer make
due to steel fmports can be regarded as case historiea of what may happen to
other products and to other companies, A case {n point in the domestie market
for wire rods. The last figures we have indicated that approximately 1.3 mil-
lion tons of rods were Imported last year, representing almost 50% of the domes-
tiec market. We are an lmportant producer of wire rods and have through a
combination of capital spending and profit snerifeing price reduettons maintained
our position in terms of production, but not in terms of reasonable economle re-
turn.  Incidentally, we should point out that over the past 10 years we have
spent more than $750 million for expansion and cost reduction facllities tnvolv-
ing new technology and new processes throughout the company. This s clted
to prove the point that we are not seeking protection for ohsolete equipment and
InefMelent plants and facllities.

The examples which we have cited ean be duplicated elsowhere in the industry,
They are submitted now to provide focus by product illustration of the partial
impact of steel Imports on one company statistically Included tn the industry
testimony by the Amerlean Iton and Steel Institute witness,
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There 18 cause for further concern as we look into the future. The merchant
trade products are used in the form imported as they are finished products. In
nddition, there is rapid growth in the Importation of milllons of tons of other
steel mill producets, such as sheets, plates, shapes, and tin plate that are imported
to be further fabricated in the United States before being assembled into the
end product.  Our observation s that steel production and manufacturing inter-
eqts abroad alwayy try to add additional man hours to their exported product
to increase ity value, ‘Thus, the problem of the future mizit also be the importa-
tlon of fabricated steel products. The economic reasons 1hat exist for steel con-
suming metalworking industries to operate in the United States will become less
and less valld, if the steel they consume is to be produced by forelgn steel mills.
The obvious alternative would be for American fabricators to produce their steel
components abroad.

At 18 our view that a study of the steel import situation to include the varlous
subjects suggested by the American Iron and Steel Institute Is necessary in
order to produce a factual basis on which to determine the need for remedial
action by our government. Among other things, this study will reveal the
cyclical nature of the steel industry and the varying economic and employment
impact which will be imposed by steel imports in periods of lesser steel demand
than experienced in the last two years,

Sincerely,
. CHARLBES M, BERGHLY.

June 15, 1966,

Subject : Senate Resolution No. 149
Senator VANCE HARTKRE,

17.8. Senate,

Washington, D.C.

DEAR S1r: We operate an Independent wire mill that is primarily engaged In
the converting of high carbon spring wire for the manufacture of bed and
furniture springs. Our prime competition fn this Industry are the domestle
ntegrated steel companles and foreign importers of the finished spring wire.
In order for ua to obtain the necessary amount of this busluess, being a small
independent mill, we must sell our wire at lesg than the domestic price, at the
same time, maintaining equal or superior quality.

The domestic buse price for the wire s $0.00/cwt and the domestic raw
material (rods) is approximately §8.24/cwt. Due to the obvious fact that it is
not possible to profitably operate our business on a 9% gross operating profit,
we must purchase our raw materials at the lowest price from the world markets.

We are certainly against “dumping”, however, I am sure you realize what
would happen to the independent wire mills, such as ours, if restrictions and
embargoes were placed on the imports of steel rods,

Our policy is and has been “buy Amerlean” and we are constantly requesting
pricea from the domestic mills in an effort to obtain a competitive price that we
ean 1tve with; but because they are our prime competition in the finished prod-
uct, they do not, and apparently will not, negotinte the price on a competitive
basfs. 'Thig brings up an important poilnt—because of previous indicatlons, if
all imports of steel rods were stopped, we do not believe the domestice Integrated
mills could supply the independent mills with thelr requirements, In obtaining
prico and delivery information, in every case, the domestic mills have reduced the
required quantities, plus offered extended deliverles that we could not Mve with.
This, to uy, means that they either do not have sufficient production capacities
or, for competitive reasons, do not wish to supply us.

Wo believe 1t would be most unfair if the independent mills are restricted from
competing for thir raw material available on the world market, while at the
same time, the domestic integrated mills are allowed to purchase their raw ma-
terials, Iron ore, without restrictions, from the world markets.

Sincercly,
: H. B, DAy,
General Manager, [sameo Wire Products, Ino.
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FALCON Founbry Co.,
Lowellville, Ohio, June 15, 1966.

Subject : The merchant iron industry of the United States.

Hon. Senator HARTKE,
Chairman, Senate Finance Committee,
Senate Officc Building,

Washington, D.C.

My DEAR SENATOR HARTKE ; My name is Ralph W. Skerratt, and I am wrlting
to you as president of a small non-ferrous foundry in the small village of Lowell-
ville, Ohio, where we employ lesg than 100 people, and are engaged in the manu-
tacturing of copper and bronze castings for the iron and steel industries of this
great nation.

I have recently been reading in the trade journals, and have been talking to my
close friends about the sad state of the merchant iron business in this country.
The alarming decline in the production of merchant iron during the past ten
years in this country is of extreme concern to Falcon Foundry Company since
a decline in the merchant iron business means a decline in one of our product
lines. We also note with great alarm that the importing of pig iron has been
growing by leaps and bounds during the past five years. -

There seems to be something wrong with our tariff structures when American
exporters of pig iron to the common market must pay approximately $7.00 per ton
tariff, whercas our government charges less than 20¢/ton on iron imports from
the free nations in the common market. What is even more alarming is that pig
iron imports from the communist countries has been accelerating during the past
couple of years. While we do not pretend to know all of the ramifications of our
State Department commitments, we do not feel we can sit idly by without
registering a protest against the tariff iniquities which cover our export and
import of merchant iron,

The total imports of between 800,000 and 900,000 net tons in 1985 cost the
Awmerican people 4,000 to. 5,000 direct Jobs and again this number in allied
suppliers’ jobs.

We are able and vital manufacturers of tuyeres for blast furnaces and we have

noted with alarm and genuine concern that the iron and steel companies of this
country have scrapped 10 merchant iron blast furnaces during the past ten years.
I feel strongly that this somehow must affect our general national economy and
certainly does not register on the asset column of our national prepareduess
progr m,
" As the president of Falcon Foundry Compnny concerned with the welfare of our
small corporation as suppliers to.the merchant iron blast furnaces, we would
seriously .petition you as cbairman and the other members of the subcommittee
currently looking into this vast problem to lmmediabely rectify the tariff
iniquities surrounding the movement of pig iron.

It is most difficult to understand our vigorous campaign to stop communlsm and
the threat of communism throughout the world and still permit imports from
behind the Iron Curtain.

We must provide the sick merchant iron buslness of this country with tarlff
safeguards that will enable them to once again consider expansion of thelr
facilitles rather than contraction of their facilities.

Please.believe me when I state, in closing, that Falcon medry Company. \vhile
a very small company, does have a vital stake in the health and welfare of the
merchant iron industry of this great natlon.

Respectfully yours,

RavpH W. SKERRATT, Jr.

President and General Manager.

A. P. GReRN REFRAGTORIES CO.,
Meawico, Mo., June 14, 1966.
Hon. VANCE HAMKE,
U.8. Senate, -
Washington, D.C.

MY DrAR SENATOR HARTKE : Our Company produces refractory materlals which
are used primarily in lining all kinds of furnaces. Our largest customer industry
is steel, producers of pig iron as well as all types of steel. The refractorles
industry is a very basic and important one in our United States economy.
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steel industry group.-

We are quite concerned with the continuing increase of imports of pig iron
and the steady decline of domestic shipments. In the year 1965 we note that total
imports in net tons were 28% of domestic shipments, Ten years ago in 1956
fmports were only 4.19% of domestic shipments, Each successive year since 1981
shows a steady increase of imports over domestic shipments, with 1965 showing
an all-time high,

The most alarming fact in studying the figures of fmports is that we now are
receiving a surprising quantity of iron from the Communist bloc countries.
Before 1964 very little pig iron came from the Communist group, but in 1964,
57,182 net tons was shipped in from. Russia and East Germany; in 1965, it was
116,477 tons, and in the first three months of 1866 it has been 65,326 tons against
none in the first three months of 1965. .

Bven in the case of imports of iron from the Common Market countries we note
that the import tariff is 20 cents per ton, or about .3% of the value, whereas the
tariff on iron going into the Common Market is $7.00 per ton, or about 11% of the
value. Inaddition the Common Market producers have & discount clause in their
sales contracts which practically precludes any importing of pigiron.

As a company and as an industry, we certainly endorse the viewpoint expressed
by producers of pig iron in this country, recommmending action by the Senate
Finance Committee that steps be taken to prevent further deterioration of this
very baslce industry in our country. Such steps are certainly indicated in view -
of the current status of balance of payments and the need for job security of the
production employees in the United States.

Sincerely,

Naturally we are very sensitive to the demands of our customers, especlully the

W. 8. LowE.

ConsoLipaTiION CoaL Co., INo,,
Pittsburgh, Pa., June 17, 1966.
Hon. VANCE HARTKE,
U.8. Senate,
Washington, D.C.

DEAR SENATOR HARTKE: Living in a large steel-producing area and with the
steel industry as one of my Company’s largest customers, I am keenly aware of
the uncertainties caused by the growing volume of steel product imports.

Continually, I hear about these imports displacing domestic steel markets and
steel workers; adversely affecting steel profits and capacity expansion. These
developments are highly disrupting to steel as they would be to any industry and
their negative effects will multiply with each increase in the tonnage of foreign
steel received in this country.

One example of the displacements caused by imports is in the production loss
experienced by the American merchant pig iron industry. In 19385, shipments of
pig iron by this industry amounted to 8.9 million tons but pig iron imports were
0.9 million tons, or 23 percent as large, In 1956, pig iron imports were only
4 percent of domestic shipments. Imports of pig iron are still increasing in 1966
to reduce further the output of the merchant pig iron industry.

Steel is a vital component in the American economy. It should not be sur-
rounded by uncertainties such as the steel imports have generated. I am con-
vinced that we should have the facts on these imponts to measure their current
and project their prospective impacts on the steel industry. It is for this reason
that I support your resolution to conduct a study on the effects of steel imnports
on the economy. . .

Sincerely yours,
G. A. SHOEMAKER, President.

. ROCHESTER & PITTSRURGH CoAL Co.,
Indiana, Pa., June 14, 1966.

Hon., R, VANCE HARTKE,
Senate Finance Commiitee,
Scnate Office Building, Washington, D.C.

DEeAR SENATOR HARTEE: It is my understanding that your Committee is pres-
ently holding hearings with respect to the effects of iron and steel imports on the
economy of our country. :
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As a supplier of bituminous coal and beehive coke to United States manufac-
turers of iron and steel, I believe our company has a direct interest in the subject
matter before your Committee.

To the extent that foreign imports of iron and steel result in the curtailment
of U.S. production, our company stands to lose our present and prospective busi-
ness with such United States iron and steel manufacturing companies, and there-
fore decrease employment of U.S. citizens in a country whose balance of paymoits
is adverse. .

Accordingly, we respectfully request that your Committee give consideration
to this aspect of econcmic impact of foreign imports of iron and steel and that
such action be taken: by your Committee to prevent excessive imports of these
articles to the detrim2nt of our domestic iron and steel industry as well as we
basic suppliers of raw materials.

Very truly yours,
C. J. POTTER.

AMERICAN ALLSAFE Co., INC.,
Buffalo, N.Y., June 13, 1566.
Hon. SENATOR VANCE HARTKE,
Senate Office Building,
Washington, D.C. .

Dear SIr: The American Allsafe Company of Buffalo, New York is a small
business supplying industrial safety equipment to industry throughout the
United States and one of our largest outlets is the steel and blast furnace
industry.

We have become seriously concerned over the increasing imports of iron and
steel into our country and I believe that you will be interested to know that any
decrease in iron and steel production in our country caused by foreign imports
will affect not only the industry itself, but thousands of small businesses like our-
gselves who depend to a large extent on ithe steel plants who are large users of our
safety equipment.

We sincerely hope that you and all others concerned will do everything possible
to protect our iron and steel industry from the growing inroads of foreign
imports.

Thanking you,

Respectfully,
NORMAN J. TAYLOR, President,

TeE E. W, Briss Co.,
Canton, Ohio, June 18, 1966.
Hon. VANCE HARTKE,
Senate Office Building,
Washington, D.C.

DeaArR SENATOR HARTKE: I nm writing in reference to hearings now being con-
ducted by your committee relative to the effect of iron and steel imports on the
economy of the country.

E. W. Bliss Company, a diversified manufacturer of equipment for the metals
industry, has carried on a continuous marketing and purchasing relationship with
every facet of the ferrous metals industry for over a century, and have been
particularly dependent upon competent domestic merchant pig iron producers for
this important raw material for a considerably longer period.

T urge you and your committee to be dilizent in your deliberations to assure
that nnthing will jeopardize our reliable domestic sources of supply for raw,
semi-finished and finished ferrous products.

Very truly yours,
CARIL IB. ANDERSON,

Chairman and President.

[From the London Financinl Times]

STEEL IMPORTS BEING WATCHED

(By Our Industrial Reporter)

THE IRON AND STEEIL BOARD is keeping a close watch on rising imports
of steel, particularly from European mills who are quoting keen prices to clear
surplus production.
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Imports of iron and steel in the first four months of this year increased by 43
per cent, in volume terms compared with the same period a year ago.

The low level of prices for imported steel supplies is reflected by the fact that,
by value, shipments into Britain in the four-month period were worth less than
25 per cent. more than a year ago—and they were subject to the import surcharge,
too.
U.K. steelmakers, who are now engaged in a price struggle for the home sheet
market, in spite of the Steel Board’s sanction for a 4 per cent. rise in April, have
been watching the trend of imports for evidence of “dumping.”

Earlier this year the Iron and Steel Federation gave a warning that full-
blooded dumping had started to spread and “must be expected to grow still more *
in the months ahead.”

If the import sitnation worsens—some 527,000 tons, came in between Janusary
and the end of April against 368,000 in the corresponding weeks of 1965—then
the Federation may ask the Board of Trade to see if there is a case for deploying
anti-dumping legislation with more swiftness than in the past.

British customers for imported sheet steel, for example, have taken 121,871
tons up to the end of April compared with only 75,018 tons last year.

REASONS FOR THE RISBE

Among the reasons being suggested for the rise in imports in spite of the sur-
charge deterrent are :~—

1—Anticipatory buying at low prices while the Government consulted the Steel
Board about the April price increases.

2—Aggressive marketing by Continental producers faced with problems of
surplus productive ecapacity.

3—Heavily committed U.K. tube makers being forced to bring in marginal
supplies to complete contracts and retain goodwill of both home and overseas
customers.

Countries which have been sending far more iron and steel products to Britain
i\?clude Belgium, the Netherlands, W. Germany, France, South Africa and

orway.

The Steel Board is believed to regard the level of imports with some dis-
appointment, particularly after last year’s substantial cutback from 190064's
unusually high levels.

It remains to be seen whether the trend upwards continues in the remaining
months this year. April Imports were down on March and the subsequent
abandonment by some steel producers of rigid adherence to the Board’s maximum
prices may help check sheet imports.

‘What is equally discouraging is that imports have risen without a compen-
sating improvement in exports,

Exports in the first four months of 1966 fell by 12 per cent. to just over 1.1m.
tons, a reflection of the tough competition being experienced in world markets
at a time of surpluses.

O



