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STEEL IMPORTS

THURSDAY, JUNE 2, 1966

U.S. SENATE,
Co-ri:ii-iTE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2221, New

Senate Office Building, Senator Russell B. Long (chairman) presid-
ing.

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

Also present: Tom Vail, chief counsel.
The CHAIRMAN. This hearing will come to order.
This hearing has been called for the purpose of receiving testimony

on Senate Resolution 149. This resolution was introduce( by the
Senator from Indiana, Mr. Jlartke, who will be here shortly. It
would request, the President to call for a study to be made on the in-
)act of steel imports on our economy. Particular reference has been
mnade in the study to the question of lumping 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
rest rict ions 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 an(l 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
1.)61 to six million four hundred thirty-nine thousand five hundred and eight
toils 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 1965 over the rates
recorded in 1964: and

Whereas. in the first six months of 1965, steel mill product sportss from
France, Italy, and the Netherlands actually exceeded imports of steel mill
prodets from these nations for the entire twelve months of 1904: and

Whereas, at current steel prices and( at the current annual rate of steel mill
product imports. such imports will amount to a drain on the United States bal-
an(,e of paymnents of more than $1.25 billion in 190;5 and

Whereas economic contraction and rising inemni)loyment in Great Britain
and France threaten to divert increasing quantities of steel mill products to
the United States as prices below Utined States market prices; and

Whereas, despite the increasing profitss of the steel industry of the United
States during the current year, the rapid increases in both the absolute volume

1
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and the rate of increase of Imports of steel mill products 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 Imports of steel
mill products to be undertaken by the 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 RussEiL B. LONG (D., LA.), 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 A.M.) on Thursday, .Tune
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 -teel 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 annoumicod on Tuesday, May 31.

(Agency comments on S. Res. 149 follow:)
EXECUTIVE OFFICE OF THE PRESIDENT,

BuREAu OF THE BUDGET,
Wa8hington, D.C., October 18,1965.

Hon. HARRY F. BYRD,
Chairman, Committee on Finance, U.S. Senate, New Senate Office Building,

Wa8hington, D.C.
DEAR MR. CHAIRMAN: This refers to your letter of September 29, 196-5, 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
as 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 resolution is unnecessary anmd 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 agencies are submitting to your committee on the resolution. Be-
yond these specific authorities, the Executive 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 discussed 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 S. 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 Executive Branch in a broader context and without the need for
action by the Senate or the Congress.

Sincerely yours,
PHILIP S. HUGHiES,

Assistant Director for Legislative Reference.

GENEItAL COUNSEL OF THE DEPARTMENT OF COMMERCE,
Wa8hington, D.C., October 18,1965.

iHon. HARRY F. BYRD,
chairman , Committee on. Finance,
U.8. 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 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, 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-
tic Industry.

This Department is concerned about .ie 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. But, 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 penetration of steel markets in the
United States. Foreign producers' policies and actions will depend upon such
factors as their expansion plans in specific steel products and their costs of
production. The hard core of the facts neeled-those on foreign and domestic
products costs-are invariably lhel 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,
ROnERT E. GILES,

General Counsel.

DEPARTMENT OF STATE,
lVash ington, D.C., October 18, 1965.

li. HARRY F. Bv),
C iairiman. Committee on Finance,
U.S. Senate.

DEAR M. CHAIRMAN : This is in reply to your letter of Septemier 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: possiblee unfair below cost pricing of steel imports; (2) the impact of
increasing imports on the domestic industry, (3) the impact of imports uIpon
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 change and investment, comn-
petition from other materials, and so on. The Department considers that all of
these considerations would need to be examined in depth in order to deal fully
with the subject of imports e' 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 nevertho-
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.

q'he 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 paylnents but 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 concept'of balanc-
Ing trade by industry or commodity sectors, since such a concept undoubtedly
could and would be seized upon 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 ad 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. It Is to this body that an Industry should turn if It seeks 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 col'siders that the
several Executive Branch agencies concerned should conduct such an examination
tinier terms of reference that would include so far as possible all relevant con-
si(lerattons.

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,
DOUGLAS MACARTHUA II,

Assistant t Secretary for Congressional Rclations.

TnE SECRETARY OF THE TREASURY,
Washington, D.C., October 14, 1965.

lion. HARRY F. BYRD,
Chairman, Committee an Finance,
U.8. Senate,
Ias'h ington, D.C.

M.y DERI MR. CHAIRMAN: I appreciate the opportunity to comment o 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 situation Is
desirable if my colleagues in the other interested Departments of the Execl:ive
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 necessary
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. By
adhering to these established procedures, It would be possible to avoid the rik
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. It
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 proposal
resolution. As regards point (1), 1 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 (3), relating to the
impact of steel imports on the balance of payments. This, along with other
important imports and exports, are matters that 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
)oints both to the need for every improved export performance and the main-

tenance of a strong internationally competitive economy ani1 wage and price
stability.

Finally, with respect to point (4) of the resolution, I would Pke to draw atten-
tion to pages 24 to 30 of the statement Secretary Fowler ma .e before the Sub-
committee on International Finance of the Senate Banking rad Currency Coln-
mittee, which spelled out In some detail the basis for his con action that our hul-
ance of payments program is not responsible for any slowing down in economic
activity abroad. See copy attached. The monetary actions of t>)qse countries are
mit the center of their performance standards; if those authorities deem it mlppro-
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priate to encourage greater expansion, the tools are readily at hand to them.
Developments in this area are continually under review and you may be assured
will continue to receive our closest attention.

With best wishes,
Sincerely,

JosEPa W. BARR,
Acting Sccretary of the Trca.yury.

STATEMENT BY TIE HIONORAnLE HENRY H. FOWLER, SECRETARY OF TIlE TREASItY,
ON TILE U.S. BALANCE OF PAYMENTS, BEFORE TlE SUBCOMMITTEE ON INTERNA-
TIONAL FINANCE OF THE SENATE BANKING AND CURRENCY COMMITTEE, AUGJUST
18, 1965

I. INTRODUCTION AND SUMMARY

I appreciate the opportunity to consider with this distinguished 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. ant tho 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 payments program, an& what can prm-
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 thai: there is every
reason to think we are on the right track, but that continued efforts on all fronts
will be essential to yield sustained success.

The relationship of the United States 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 harmful effects on
world trade or liquidity; 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 curren-y, our balance of payments prograln-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 ,qtateR in the development of an improved awd
strengthened world i international finance system.-It 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 equilibrium In our payments abroad. At the same time, we seek in coopera-
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 ne add, before I proceed to these topics, two comments that are Indispen-
sable, 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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Basic Strcngth 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-
wheliningly 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 11164, 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. S. Program.

The great fundamental strength of the dollar allows the United States to
approach its balance of payments )roblen in a manner that is at the same time
measured and determined. It is measured, because we recognize the damage
that could be done by hasty and ill-conceived action to shut off the flow of capital
anl trade to tiw weaker countries, to straightjacket the dollar in tight controls,
or to inpair the growth of our own economy. It is determined because we rec-
ognized that the strength of the dollar could be eroded away, and with it the
unlerpinnings 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 exemption 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 Tax 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
obstaeles to forciqn. 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 been
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 Executive 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 McNanmara
Secretary of Commerce Connor
Under Secretary of State Ball
Administrator of AID Bell
Special 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. From 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 at.-
supplemented-by an Executive Committee of the same agencies, meeting at the
Asistant 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
result was infilueiced by an exceptionally large outflow of funds from banks and
others in the early 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 firm. 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 ever
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 balance of payments In the second quarter.

I would add that, in reviewing these second quarter results, it is equally iII-
portant to keel) our continued gold losses in mind. While the outflow of gold
slowed somewhat, tihe plain fact Is that official foreign holders of dollars during
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the second quarter preferred to cash In for gold some 300 million of those
dollars-dollars that (an be invested to earn 4 percent or more. The effect was
to diminish both our reserves and Free World liquidity in the same amount.
This flow of gold to central banks does not include some $259 million of gold
piayments to the International Monetary Fund to cover our increased quota in
IMF.

Special factors that must be takcn 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 paymclnts
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 February 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 calculus 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 all encouraging
invitation to press on with our efforts.

The facts, however, are that the second quarter success is exceptionally quail-
fled by obscuring special factors. Some are temporary influences. These include
the distorting effects upon trade of the (lock 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 abroad immediately preceding the President's program
presiulably would otlerwis.: 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 tie 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.
Further, 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-ip in our participation in Vietnam will in-
evitably result il 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
raI)idly 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 relax 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
chapged whether they are viewed on the regular transactions baois which I have
used and will use in the remainder of my remarks, or whether we view them
on the official settlements basis 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 snftll surplus, of about $230 million. The spread
Js not larger, contrasting to quite large differences in the past, particularly in
the second half of 1064, because private dollar holdings abroad that normally
account for the largest differenc r between the two measures have in recent
months shown no change or a moderate decline, after seasonal adjustment.

11. TIIE UNITED STATES BALANCE OF PAYMENTS PROGRAM AND THE ADEQUACY
OF WOULD LIQUIDITY

I address myself hereto three widely divergent views about the future of
the dollar:

Firet, 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.

Second, that even the tentative and partial success the United States is 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 obtlined the vigorous support of the nation's business and financial com,
munity, and to the sucessful 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-
rium, we have the advatage of enormous underlying economic strength to help
us do so.

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

First is the fact that the demand for liquidity takes many forms satisfied in
many different ways, acoording-to cite a few cases--to whether official or
private funds are concerned, whether funds are needed to finance deficits in
international payments, or whether funds are needed to transact international
trade, or to finance domestic growth. Omnibus statements that world liquidity
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,
f rom the snuffing out of part of the world's money supply through the exchange of
monetary reserves-chiefly dollars--for U.S. gold, by other countries.

The further fact about this sinall drop in world liquidity 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 available to other coun-
tries rose by $600 million. Very clearly, the current success of the United
States in dealing with its balance of payments problem is not causing world
liquidity to decline.

And-let inc give this strong emphasis--what these figures bring out most
sharply is the fact that failre by the United States to dry up its international
defielts would be almost certain to lead to a serious drop in international liquid-
ity, because loss of confidence In the dollar would accelerate eonver8ions of dol-
lars into gold at the expense initially of our own reserves, but subsequently at
the expense of every country with, a take in effective monetary arrangements.

We can, and I think we should, state this otherwise and positively: the United
States program for bringing its international payniments into equilibrium is the
best guarantee the world has of contimied adequate liquidity. Failure to take
this course to protect the world's principal reserve currency would be the quick-
est route to a depleted world supply of funds, and to economic contraction.

Let us look brief at an indicator of liquidity, the supply of and demand for
Euro-dollars, dolla N.that are in use In foreign countries. The interest rates
that must be paid to borrow Eur easonably good picture of the
relation of supply to dew .On three occasion ice President Johnson's
balance of payments p ram was announced last Fe ry, the Euro-dollar
rate has turned up. ut these were only passing flurri . Today, the Euro-
dollar rates are Ju slightly above the le as of last Janua nd February.

Our program h no doubt resulted In t e r riation of su bntial amounts
of dollars from e Euro-dollar by U Ited firms. But]Z anadian and
U.K. banks ha, e apparently ost o I tely refll the pool by withdrawals
of funds fro Unite- tee ban e very ,all net efect upon the
United Kin om and nada appe ra to ve en mostl offset b some in-'
creased fi of dollars fr ental E o an count es.

Finally, hat If anything, has im t in ID rn lonal trad ,? Here
too, we ar dealing with an indic . A bsta, al op in trade can taken
as an In cation of trouble. in internation 1 anctal picture. e, evi-
dence to nd Is skiI p ut w a e A e fits t est oft e pictlre-t - world
with ad eq ate, funds do, un
Some i~z idual cou try cons rations

Some c cern has, expr s ed th nerally might a ersely
affect liqu ity in the tern on 1 payi its a t end to Impede th growth
of economic abroad, d train paternation1 trade.
Moreover, I Is sonet a suggested pr gram has -riously alj vated
more ditectl the economic positl entries, aularlythe U.K.,
Canada and pan. Such con d o s l thfacts.

In most of t e industrial outriesn e pa ula hose in eastern Eu-
roe nomIc pension and he pr of Intern demand re-
mains strong se governments, on res rlctive mon ry policies to
avoid innatli , ha welcomed our balance of payment eaefor the sup-
port given to domest restraints abroad. To illustrate t scope of their ef-
forts , I am making ava le to the Committee a count -4ycutysre ff o rt s , I~b axn : -T ~u n try s u r v e y o f .
the restrictive Internal mea that have beent y foreign governments
and central banks during the las . With respect to these coun-
tries,-broadly characterized by strong reserve positions and brisk domestic
economic activity 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 If 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 avoid
aggravating the problem of those countries.
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Canada
Canada's economic growth in the last few years has paralleled ours. It has

been iiml)resslve. Canada is now operating at high levels of eniploylient and
output.

As I have noted earlier, our voluntary program has resulted in a very sub-
stantial repatriation of U. S. (orporate deosiits In CIa(llian banks, but these
withdrawals of dollarss from Canada have heien met in substantial part by with-
drawals by the Canadian banks of dollars invested in tli New York money

market and in part by dollars obtained from third countries. Tlhre is no
evidence that our program has hampered Canadian growth by starving it for
credit, nor have Canada's official reserves been reduced, even tin the face of rapid
growth. Indeed, Canadian otlicial reserves (rmpled only inilinally the lrst
half of this year-a period of normal seasonal losses of signitcant atmioulnt.
Canada has of course an exemption under ti Interest Equalization Tax foto
new security Issues, and It has used thils exemption freely to maintain Its re-
serves. In the first six months (f this year new Canadian issme; In the U. S.
have amounted to $325 million.

The recent large sale of Canadian wheat to the Utts.sians should have a sub-
stantial favorable Iml)act on Canada's trade balance, and thus mitigpite Its need
to raise long-term cal)ital in the United States. In tiny event, tihe promising
outlook it Canada does not appear in any way to be prejudlc( by our program.

Japan
Industrial production in Ja)an tended to flatten out about the turn of the

year, before the U. S. balance of payments program was announced. Even
earlier, there was a downturn i the Japanese stock market, and this preceded
by sone months the announcement of the United States Interest F, quallzation
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-
evitaible 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 facilitated by moves toward a relatively
easier monetary policy gradually adopted over recent months, as 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 is expected.

When the Interest EAualization 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.

Tho United Kingdom
The problem of correcting a serious balance of payments deficit faced Britain

long before the announcement of our program. A sharp increase in imports in
19164 In an economy characterized by brisk employment and Inflationary stresses
required the adoption of measures to stem the resulting pressures on the pound
sterling. Very simply, Britain could not sustain for long a balance of payments
deflit of the magnitude of over $2 billion Incurred in 1964, nor could It afford a
continuation of the inflationary 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 achievement of the necessary correction.

The essential point is that these measures were necessary before our program
was announced; It is worth noting that the severe pressures on sterling last
November came at a time when we were inceurring a massive quarterly deficit.
S? far as 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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U.K. and we have urged I hat appropriate consideration be giveni. We feel that
this lIrs been done, and will continue to be (lone.

Summary
What emerges from this review is that the swing from the very substantial

1.S. (lelicits late in 1964 and in early 19(65 to the modest surplus of the second
qiarter-about as rapil a transition from dollar outflow to dollar repatriation
as we are likely to have--lIes not (lnmged tle ee(c(oi(,s of the advanced lilds-
tralized eat is, or dimmed the prespct for flourishiig world trade.
One of tie most reasonable appraisals of recent events has come from the

Bnk for International Settlements. The ilS stated in its latest annual report,
released in Basle on June 14:

For the western Industrial countries the main economic problems with which
policy had to coiiend during the past year were the curbing of inflationary pres-
sures in the continental countries, the currency crisis ii the United Kingdom
mild the large increase of capital exports in the United States. In all these re-
spects the situation at present Is better than it was six months ago, though it is
not yet clear that the (ifilculties have been fully overcome.

TIIE DEVELOPING COUNTRIES

We, of course, have a strong interest in seeing that conditions continue to
exist in which tle less developed countries will be able to obtain the capital
they need for their continued expansion. The policies the United States is fol-
owing at present contribute to that end. I need not repeat the facts cited by
Secretary Comnor and Governor Robertson. Under our balance of payments pro-
grain, direct investment in the less developed countries is in no way discourage(].
As for other capital flows, 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. For example, we know that bank comi-
niltments on longer term loans to less developed countries during the first half
of 19f6, 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, policies that failed to encourage sound growth of the capital
exporting nations would certainly be felt-and probably felt first and most
strongly-in the capital-needy countries as capital available for export became
increasingly less abundant.

IV. OUR LONGER TERM OJECTIVES

Before concluding, I would like to speak very briefly of our approach to the
longer-term objective of international financial 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 freely 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 Hot 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 1IlS 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 payments imbalance between the United States and Europe. If this
occurs, the potential problem of inadequate means for increasing reserve assets
may come closer to reality. From the standpoint of aggregate reserves, it wouhl
h)e likely to take considerable time before the system 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 themselves adversely affected after a rather shorter
tine. 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 frcm 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 constant 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 Economic
Cooperation and Development are 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 bankers
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 essential to reach
the international consensus that must underlay monetary reform.

Since announcing the U.S. 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 friends abroad. I intend to present them with a first.
band picturee 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 CoMMIissIoN,
Washingtmot, D.C., October 11, 1065.

lIon. HARRY F. BYRD,
Ch a Irman, Corn in ittec o Finanec,
U.S. Senate, Washington, D.C.

I)KAR MR. CHAIRMAN: This is in response to your request of September 29,
1965, for the Tariff Commission's comments on S. Res. 149 of the 89th Congress,
a resolution introduced by Senator hiartke, 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 agencies, 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 capital upon the demand for steel products in foreign countries
affected thereby.

A. Res. 149 would establish a dual, redundant mechanism within the Govern-
ment for studying the various 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 products for exportation to the United
States under the terms of the Antidumping Act, 1921, as amended (19 U.S.C.
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160 ( t sq.). That Delartment has actively Investigated the foreign l)ricing
structures of several steel mill products in recent years and. as a result of its
investigations, has determined that there were sales at less than fair value In
at least seven eases in the last two years. The Tariff Commission has deter-
mined that Imports in two of these cases were causing or likely to cause injury
to it doieMstic Industry, with tie result that lspcihl dumping duties art beihg
assessed with respeet to such imports. The Tariff Commission has every reason
to Ieleve hmmt time Treasury Delmrtmnent has Investigate(], or Is Investigating,
every case brought. to Its attention either by complaint or other means. If
subject (I) relates to sales at less than fair value within a dumping sense, the
('oinuiissioi perceives no reason why another Goveriunent agency needs to be
(.emldoyed in ma king such a study. On the other hand, If subject (I) I.4 Intended
to cover an "unfair method of eomulptitlon" of a type to be investigated under
section ,337 of the Tariff Act of 1930, or a general study of domestic sales of
those foreign steel mill products which are sold tit less than the cost of produc-
tion of the like or similar domestic products, pursuant to section 332 of the
tariff act, the Tariff Commission is prepared to make such an Investigation upon
time request of your Committee.

As to subject (2), the Commission directs your attention to section 332(a)
of the Tariff Act of 1930 which, inter alia, directs the Commission generally "to
Investigate the operation of custoins laws, including their relation to the Federal
revenues. their effect upon the Industries and labor of the country, and to submit
reports of its investigations is hereafter provided". The section thereafter pro-
vides that the Commission shall make such Investigations whenever requested
by the Senate Finance Committee. Section 333 of the Act vests special Investiga-
tory lowers In the Commission to compel the attendance of witnesses, the pro-
duction of evidence, and to hold pu)llc hearings in conjunction with such studies.
As subject (2) falls directly within the traditional Investigative functions of
the Commnission, 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 surveillance and study by both the Department of Commerce and ihe
D department of the Treasury. The Commission 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 interrelated. If the main
i;iterest of the resolution lies in ihe Interrelationship among and Integration of
Its four component smrojects, such an integrated objective study Is of the kind
traditionally conducted by the Tariff COmmission, a nonpartisan agency. The
Commission Is directed by statute to make such studies at the request of your
C(onittee.

Sincerely yours,
DoNr N. BENT,

Secretary
(By direction of the Commission).

The (IAR3A-,A;. 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 e inserted in the record
following the witnesses' presentation provided the statements are not
too lomg. 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. TI~'l'roEum. Mr. Chairman, menihers of the coinmhiittee, Sena-
tor Ifartke. I have with me Mr. 'Setll Ihodner of the Offive of the
General Counsel of the Departmet. of ('oinnerce and iMr. I)ean Pet er-
son of the, I ron and Steel 1)ivision of the Business and I)efeuse Serv-
ices Adiinistrat ion.

We have prepared a statement with an annex of soie statistics
which I believe you have in front of you, Mr. Chairman.

With your permission, I would like to read the prepared statement.
First of all, I would like to thank you very imuch for the invitat ion

to testify on Senate Resolution 149.
This resolution, if passed, would re(1uest the President. to cause a

stidy of iml)orts of steel mill products to be undertaken by the Depart-
meit of Commerce, utilizing other appropriate Federal agencies, with
particular respect to (1) the possibility of unfair, below-cost pricing
of steel mill product iml)orts to the U7nited States; (2) the impact, of
rapidly increasing imports of steel mill products upon the profitability
of the" domestic steel industry and the einployment, 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 a 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 comparable 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
UT.S. 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 a 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 tlis
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 industry, 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 roducts.
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 months of 1966 imports totaled 2.7 million tons,
falling to a projected annual rate o# 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 tie United States. By 1964 this percentage had in-
creased to 7.3 percent and to a record 10.3 percent in 1965. For certain
products such as wire rods, wire products and concrete reinforcing
bars, 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 l)roducers 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-level
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



STEEL IMPORTS

of demand for steel in recent years, while encouraging imports, has
maintained sales by U.S. steel )lant.s at. record levels.

Iraiteased sales, advances in productivity, the investment. tax credit
and tei tax cut l)oosted profits after taxes in the steel industry in
1964 by approximately 27 percent over 1963. The 1964 profitss at
$99.3 million were equil to 6.1 percent of sales, ul) from 5.4 percent
in 11)63. In 1965 profits rose again to $1,066.5 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 peret.t in 195. The new
depreciat ion guidelines, the invest meunt. tax credit and increased profits
have spurred expenditures for new plant and equipment in the steel
industry. These expenditures totaled $1.8 billion in 1965 and may
reach a record $2.. billion in 1966. The primary purpose of this in-
veStment,, of (,)ure, is to iml)rove efliciency .and cst. iosts.

Employment in the steel indust-ry lim; risen in the last, 2 years as
a result of the high level of production. li 1965 total employment
averaged 660,000, the highest. since 1957. Because of the improve-
ment in l)rodu'ti'vity, employment has uot. risen as fast, as output.

In summary, our information indicates t liit ,the dilmestic industry
is experiencing increased sales, advances in l)1oducti'it V, im'Icease(l
profits after taxes, high investmentt, operations at hi, ll leels of ('a-
Pacity ittilization--lut is faced at the same time with imports.gain-
ing a. greater share of the domestic market aimd with a (Ihcllle ii ex-
port stiles.

Point : of tie resolution concerns tlie impact. of imports of steel
mill pod('lts )I thie IT.S. laliaince of lpayipelits.

,rhe seriousness of our bahpce-of-mnents j)roblem readers it im-
))erative to review on a contiming basis all of our dotaltst ic1 and for-
eign econonmici policies which have a bearing on tlie ilialance in our
internat ional payments.

Our overall favorable balance of t mde has coit rilu ld significantlly
to rediicinig 01. iml)alance in inltermittioial paylmeus. 11ld we 1110 con-
corned with any development that would lead to a deterioration in
our bmhance-of-trade position. The U.S. favorable t rade balance-on
It balice-of-payments basis-in 1965 totaled $4.8 billion. Consistleut
with our desire to encourage economic growth h1, we are seeking in many
wyvs to inaintain and improve our trade position. It should he noted!
that we have maintained a favorable trade balance wit h the European
E',onomic Community, one of our principal competitors in steel. Last
year, for example, our favorable bulahuve with the EE( was $1.6
billion.

Steel mill product, exports from this country have been on a gen-
erally declining trend. Exports, since 1959 ralm;ged from a ONv of 1.7
million tons in that strike year to 3.4 million tons in 1964, and 2.1
million tons in 1965. Expoj'ts in the first 4 months of 1966 were only
634.000 tons, an annml rate of 1.9 million tons.

The CitIMA,. Could I stop you there for just one monueiit ?
Mr. Titowiump. Certainly.
The CAD ,AN. You say 1here that last year, for examl)le, our fta-

vorable balance with the EEC was $1.6 billion. Now, do you reach
that figure after taking out the foreign aid that we are giving those
countries?
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Mr. rtowimm). This is a trade balance and, i believe, that the
level of tihe foreign aid to the Eilropiean (olintries at this tline is plrac-ttically nil.

'he (n.,lRmN.I'N. D1oes that favorable balance include t lie freight and
ilslir'llOt cost. of bringing t hose products over here

Mr. 'ilOWitIIXE. No.
T'e *11 ClIIMAN. In other words, Illy impression is til t Ia' figures

that, yoI bri us 111,0 figures thatyour cast o iis collect ors give Von
wloni they coltet tariffs mid that tarit. is based on the foreign value,
usullly.

Mr. 'izowimumi.. That is 'i ght.
Til) CIAhI1MfAi. 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 bImlance, I should think that, you

.would have to adjust that and take into account the freight and
insurance.

Mr. T owilumtmu,. I believe you are Corroct, Mr. Chairman, in that
the Census Bulreau figures on the value of our iu)orts are based on an
f.o.b. value. I might say that on the total ha)l Wning of the f.o.b.
lpyment .--- '

I'he C(Nlm t1 N. You mean f.o.b. there, not. f.o.l . here?
Mr1 TRowBIMiN. F.o.b. there; yes, sit. But ile total balancing of

the balanee-of-Iiinnt1s' analysis, when you add u1p_ the ti rade balance
and then bring in he inviSil'mes, such as freight and insurance pay-
meiits, those ('01110 into the total iahuce-of- lyielts a analysis, al-
though they may be treated differently in tile balance of trade.

TIM CIRAIDI'AN. Yes; but. your stat ement here is that you have a
favoralblo t rade l)alane.

Mr. Titow imm)t. That is right.
The Cn,\MIMAN. And that, does not. refer to a payments balance.

Now, there is a difference between the two. That is why it. seemed
to me that, in looking at this, we ought tio--

Mr. TowmuamI. )ist.i ngu ished between the two.
The CHAIlRMAxN. In this category here, we ought to get an1 adjust-

ment, for freight and insurance so we would know what that-at that
rate I assume it woul still Ile favorable but not by $1.6 billion.

ti. ntowimimp. That is right..
The C1IT1RMAN. Do you have any idea what the downward adjust-

llent. would be f rom that figure ?
Mr. Titowmaxim.. I could not give it, to you right now, but I would

try to make an analysis.
The (01ICmN'ArN. Woulh 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 figures revised to accomt for insurance anid freight payments. As you know,
there are mnmy problems associated with the preparation and uste of trade sti-
fisties 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
Wonomics mid the Bureau of International Commerce of this i)epartment, art,
carefully considering the entire matter. Until their anilysis Is completed, we
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wil tHot i ibe a liosilt)1n to provide an offleial estlilito of Uiilted Staltes tti'd , oil
111 basis. As 54)ou i1s W(% lhatve convIltrded our review m11(1 minlysIi4 of t hnm vihe
mat'r, wo will t, pleased to discuss our fidings Will you.

The ('nl,\AIM .N. We have an unfavorable balatice of totirist trade.
Mr. T Iwt IIn"I)'. 'Ilint, is correct.
'i ('l .II m.IIm . 1 assumie! bv the tiiie you talko the tourists into

wtvoiiuit, thlt, flivorlil& l)lalwe is wiped (;ut, that balphu(t of trade?
Mr. 'ritowiimit.,- Our total tourist, imbalhnce, vorldvido, in 1965waii measured at, $1.7 billion which includes a Ialhne on p~aSSenger fares

us well as overseas expetidit ares. This also includes, of course, a vast,
aIluouiit, of Aierican c itizeits traveling to Caaiidit and Mexico 111nd to
other parts of tho world. 1 think we co i through the T.S. Travel
Str'i(ce, povide you wit h it bl'eakldown of the estimated travel lahmce
with E4uollope as such, if you would like it for Western Europe.

(The information refe 'ed to follows:)

I'.,. trw rci (',-Cpllitlur(' tnd ,'tt'tciphi Itith 1VosteC'Ir hrope, 1961i io 19(;5

[ti illilnas of dollars]

1964 1965

U.T. - Iwnd Itliureq:

rot l .................................................................... 743 705
United Kln don -l ..........-....... 1............................. . 13) 142
Franeo ..................... . ......................... ..... 127 125
Italy ...................... ................ ...................... 148 182
(or any....-...................-.................................... 79 79
swit.erlnd .................. .............................. . 56 53
mp1l ................................................................ 47 51
Other countries ..................................................... 156 193

U.S, receipts:ota-l .................................................................... 157 178

United Kingdom ............................................ . 55 (12
O th e r c o u n tried s I . . . . . .. . .. .. .. .. ... .. . . .. . .. . . . .... .. .. . . .. ... .. ... . 10 2 1 10

I Country details are not available for foreign expenditures in the United States.

The Ci.,m\,N. Then when you include the cost to nimintain troops
in Europe, von aro going to come u ) with t figure that. puts us very
dlefnitely oil the unfavorable side of the balance of payments with
E,,urol)e." So I think you ought, to provide for is what our balaimce of
payments is so we can 1)ut that, right behind this plu'igrailh so we Can
see where we really stand with Eluropo on that and See the I)ichlu1e.

M'. TI('w1lmuo. I will be very happy to mako thilt est ililulte.
(The information referred to'follows's:)
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U.S., balnclc of payinenpts with ]VscnEurope, 196,;--65

(In millions of dollars)

11164 195

I'lited of her unitedd Other
N itlgdonl Western Kligdoil WesternEt;arope' Eurojie

Exports of goods and ,rvis ................... 2. 544 9.700 2. 636 10. 233
Mierhalld 1w --------_-----.................. 1. 106 6, 951 1,02 7.292
'Trams lirtathin ....... ..... 30 526 243 906
Travel- . --.....------............ --- - 55 102 62 116
N1 Hiltiary t ransaet I os......... .......... 43 N0 61) 475Other .arv -s-.......................... 1- i1 A2 291 Am5
lnollit, on Investments ----------------- - 3161 703 15 m

hnportS of goods ll S'V(-.- -.................. 2,110 7, 97 2, 613 8. 719

v ih -,-ll , .................. ... ....... ........ 4 .07 1.410 4, 7'Transl)4rttton-- ....------------------ - 341 1, 007 410 1, 104
Travel . . .... . ..................... 130 613 1,12 I4.5
Military ex;MialltIures- .................. 173 1,311 153 1,1303
Other. . . ..... . ..... ...... .. ... :140 N1W 30S 8,41

ita1c1a e ol goods ailld 4rvhcs-............ - 425 1, 003 123 1, 51i
ltiltailles aItild peInslons. . - - -. 1 -270 -- 17 -411
U.S. (lovernlielit gi'lli , a mn ait t ad ilet-....... - 1 -310 211 -4:1

U.S. private 'a itail ............................ - -411 -1,874 -2 5 -967

])trvet hiestinels ........................ t---206 -1. 162 -324 -1,. 101
Now ismies sold hi tOm Uiltd Staes..- . -I -26 -80 -15Other long r I ....... . ............. --26 -4301 17 253
Short-ter- .................------------ -- -170 -247 112 -87

Western Eillolo ilvet llclat ill 1th1o Unlted
StaIte -.. ....... _ 1.................... -S7 395

l)iriet hi\eh still ts ........................ . - 24 -52 38
O)lie r ........... .........------- .-------- 125 52 -47:1 :157

Toillt ri, lii hlnls wlt I tilt) Unllted staes (U.S.
pa tiletq (-))- ........ ................. 5 -475 -ri7 545

totala l ritorte d Ivivas il1l Ehiroilwai gold rv-
,erves land h( uld dollar holdings ----------- - 91 2,540 702 474

Errors and omissions and iel'pts from (-) or
pliylnlilS to (+i-) other countries ............. 1--1 -2, 05 24 -1.010

I Mainly laank loans.
2 Other than holdings of liqlul dollar sets.
Sounr, U.S. department of Conileroo, Ofllcs of business Ealtlollis.

Sellator BENNE3'I' May I interrupt at., tils point while the Secre-
tary is still talking to usi

L'he ChA111AN. Certainly.
Senator BFNNV'1V. YOU r-)Iort, tlhtt; the total favoraible trade bal-

lllic ill 19615 wits 4.8 billion. My inlpression i, that it is estimated
to be much less ihlu thait for 196. Do you huve till esthililte of the
trade bhiallnlce for 1966?

Mr. TitowlmmoE,. We have, of course, the results of our first, 4
months of imports and exports on im annual basis. This, of course,
can 0hti1iigo during the year. If you project out the first 4 months,
the favoraile rate would appear to be in the neighborhood of 4.1
l)illion for 1966.
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The CHAIRMAN. Could you give us a guess on the point that that
would be reduce( by insurance and freight?

Mr. Tlowilunfmi. I would have to estimate that, but I could try
to provide it later on.

The CHAIRAu\N. Well, frankly, we have had some inquiries on that
point that we are going t~o have to-if you cannot. come up with at ver~y
good educated guess On that Subject, we tre going to have to get. It
ourselves. We cnni get it with your help, I amn sure. But it might just
save you and this committee a ~lot of trouble if you people could. d conmc
up with a. very good educated guess onl that subject.

(See departmental reply Onl P. 19.)
Ar. towimDo.o. We try to (1 that almost every day, Mr. Chair-

luau. It is an elusive Subject, I might say.
The CHAIRMAN. Go ahead.
Mr. THbowmuul;. Furthermore, steel export shipments are heavily

supported by All) financing. We must recognize, however, that the
deficit in our foreign trade in steel mill products is partly offset by
our favorable b-alance of trade in machinery and other U.S. products
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 tons
or $669 million in 1965. For 1960 the indicated deficit based on the
first 4 months statistics is 6.2 million tons or $505 million.

Increased imports of steel mill l)roducts 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 Unite'd States. The domestic
stel 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 und in other markets
in which it competes with other materials.

Expansion of steel capacity is continuing throughout 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 ECSC
dropped slightly by 0.7 percent from the same period of 1965, while
ca pacit y rose again by 4.6 percent.

Japalese excess capacity is also growing. Steel capacity in Japan
has risen sharply from 16.4 million tons in 1955 to about 48 million
tons. To prevent disruption of their markets, there has been a volun-
tary cutback in l)roduction of steel ingots by the six largest Japanese
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steel producers. This cutback, itiateAl by the. Jalanese Government,
was to jpervent beginning in the second quarter of 1965, but the pro-
duction target, hits reportedly been increased 5 percent for the second
quarter 1966 due to the iminoroved outlook for steel consumption in
, a pan. J apant has also announced a 1966-A-pril 1966 to March 19670-
eXl)ort target of 10,050,000 metric tons of iron and steel product s, down
from the 1965 actual export, figure of 10,102 415 tons which was about
one-quarter of ,Japan's total production. Approximately 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 ie a)le to maintain or increase their penetration
of steel markets in the United States. This will depend on the policiess
and actions adopted not only by foreign producers but also by our
own steel industry. Such factors as 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 judge this situation-those on foreign and domestic product costs
an(I pr-icng-are not now available an ( probably are (1mflcult to oh-
taim. Without at, least some data of this kind, however, a study will be
inconcl usive.
The imbalance in the U.S. trade in steel mill products must be

viewed in the context of all relevant economic factors which influence
the overall balance of trade. In our consideration of trade in steel
mill l)ro(lucts, we must take into account both indirect and direct ex-
ports generated by the domestic steel industry, as well as the impact of
iml)orts. 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 question 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 "the effect of efforts of the
Government to restrict the outflow of priv ath capital upon the demand
for steel products in foreign countries affected thereby," Secretary
Connor has stated that the voluntai y program of restraint on foreign
investment is not intended to impair the positionn of U.S. firms in for-
eign markets, but is designed to encourage U.S. firms to return funds
held ab,'oad that are surplus to operating needs and to hold back on
marginal investment abroad. The program also contemplates addi-
tional efforts by U.S. manufacturers to expand exports and to finance
new investment abroad through borrowings in foreign capital markets.

In general, the voluntary program .has been an important part of
the very good balance of l)ayments performance made by the Nation
as a 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 BENNErr.. May I interrupt the witness?
The CHAIRMAN. Surely.
Senator BENNEr'r. You talk about deficits on a yearly basis and

then you say the seasonally adjusted deficit for the first quarter was
$580 million.

Mr. TRowBIUDGE. Yes sir.
Senator BENNTr. What is your estimate of the deficit for the full

year?
Mr. TROWBR1D)GE. Well, if you employ the factors often used, the

annual rate, you would normally multiply the first quarter adjusted
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 billion, I suppose, if you multiply $580
million by 4.

Senator BENNE'rr. 580 by 4 is 2.3 plus.
Mr. TROWBRIDGE. Yes, sir.
Senator BENNETT. The Vietnam situation, if that changes it, would

change it upward rather than downward?
Mr. TROWBR1DG,. 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 Europe
as being somewhat special factors in the first quarter.

Senator BENNETT. 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. TROWBRIDGE. 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. TROWBRIDGE. To the best of our knowledge, the voluntarT

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
Resolution 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, would 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 influer,3es of these factors upon growth trends
of steel production, imports, exports, and profits would also be vital
to such t 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 of 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

TABLE 1.-EportM and imports of steel mill products, 1955-66

Millions of dollars Thousands of tons Imports Exports
as per- as per-

Year cent of cent of
Trade Trade U.S. industry

Exports Imports balance Exports Imports balance market I ship-
ments

1955 ----------------- 633 107 526 4,061 973 3,088 1.2 4.8
1956 ----------------- 759 174 585 4, 348 1,341 3,007 1.7 5.2
1957 ----------------- 997 171 825 5,348 1,155 4,193 1.5 6.7
1958 ----------------- 564 192 372 2,823 1,707 1,116 2.9 4.7
1959 ----------------- 363 516 -154 1,677 4,396 -2,719 6.1 2.4
1960 ----------------- 601 449 162 2,977 3,359 -382 4.7 4.2
1961 ----------------- 423 382 41 1:990 3,163 -1,173 4.7 3.0
1962 --------------- 424 484 -60 2,013 4,100 -2,087 5.6 2.9
1963 ----------------- 465 633 -168 2,18') 5,452 -3,272 6.9 2.9
1964 ----------------- 622 749 -127 3,435 6,440 -3,005 7.3 4.0
1965 ----------------- 508 1,177 -669 2,496 10,383 -7,887 10.3 2.7
1966 (4 months) ...... 145 314 -169 634 2,696 -2,062 28.5 22.2

' Based on data in tons. U.S. market is industry shipments, plus Imports, minus exports.
2 Based on Ist-quavter data.

NOTE.-Export value is value at U.S. port. Import vale is value at foreign 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 Institnte and may differ slightly from data
subsequently revised by the Department of Commerce, 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

1947 ------------------------------------------------------------------------ 84.9 63.1
1948 -------------------------------------.--------.------------------------- 88.6 66.0
1949 ------------------------------------------------------------------------ 78.0 58.1
1950 ----------------------------------------------------------------------- 96.8 72.2
1951 ------------------------------------------------------------------------- 105.2 78.9
1952 ------------------------------------------------------------------------- 93.2 68.0
1953 ------------------------------------------------------------------------- 111.6 80.2
1954 ------- ------------------------------------------------------------ 88.3 63.2
1955 -----------------------------.------------------------------------------- 117.0 84.7
1956 -------------------------------------- -------------------------------- 115.2 83.3
1957 ------- ------------------------------------------------------------ 112.7 79.9
1958. ------------------------------------------------------------- 85.2 59.9
1959 ------------------------------------------------------------------------ 93.4 69.4
1960------------------------------------------------------------------------ 99.3 71.1
1961 ------------------------------------------------------------------------- 98.0 66.1
1962 ------------------------------------------------------------------------ 98.3 70.6
1963 ----------------------- ----------------------------------------------- 109.3 75.6
1964 ---------------------------------------------------------------------- 127.1 84.9
1965 ------------------.----------------------------------------------- 131.2 92.7
1966(3 months) ------------------------------------------------------------ 32.9 21.6
1966 (4 months) ------------------------------------------------------------ 44.5 ()

I Not available.

Source: American Iron & Steel Institute.

TABLE 3.-Ingot steel and castings production-Seleted producing countries

[Million net tons]

1961 1962 1963 1964 1985

United States ------------------- 98.0 98. 3 109.3 127.1 131.2
Canada -------------------------- 6.5 7.2 8.2 9.1 9.9
ECSC --------------------------- 80.7 80.5 80.7 91.3 94.7

Belgium-Luxembourg ------- 12.3 12.5 12.7 14.6 15.2
France ...-.................. 19.4 19.0 19.4 21.8 21.6
West Germany -------------- 36.9 35.9 34.8 41.2 40.6
Italy ------------------------ 10.1 10.8 11.2 10.8 13.9
Netherlands ----------------- 2.2 2.3 2.6 2.9 & 4

United Kingdom ................ 24.7 23.0 26.2 29.4 30.2
Austria -------------------------- & 4 3.3 3.3 3.5 3.6
U.S.S.R ......................... 78. 0 84.1 88.4 93. 9 100.0
Japan --------------------------- 31.2 30.4 34.7 43.9 45.4
.Australia ..........------ 4.3 4.7 5.1 5.6 6.1
South Africa.-..-............... 2.7 3.1 3.1 3.4 3.6

World ..................... 390.1 394. 1 422.2 477.2 50. 0

Source: American Iron & Steel Institute.



Steel mill products

Snl ed products. -
Shps and plates -------
Rails and accessories ....
Bars and tool steel .....

w, and tubing --------
and wire products-

Tin mill products .....
Sheet and strip .-------

Total ...........

TABLE 4.- U.S. imports of sted mill products by category, 1957-65
[Thousands of net tons)

15 1 191961 1962 1963 M 11965

Net Percentl Net IPeenti Net [Percent Net PercentI Net IPercent Nettons oftotal t tons oftotal tons joftotal tons of total tons of total tons

62
291

5
263
191
301
4i

5.4
25.2

.522.7
16.525.1

S0
3.6

199 11.7
171 10

5 .2
649 33.0
2 11.7
432 25.3

S~, 0
2. 9

540
798
10

1,339
533
703
67

36
1,A1 100.0 1 1 707 1 100.0 1 4,396

12.4
183

.2
30.6
12.2
16.1
1.5
8.8

477529
10

840
480
547
39

436

14.2
15.8

.3
25.0
14.3
16.3
1.2

13.0

631
330
23

906
521
562
19

171

19.9
10.4

.7
28.7

17.8
.6&.4

I 5 383

S 819

525
12

99
665
665
56383

100.01 M 1,5 100.0 1 3, 163 j 10 4,0546 100

Percent
of total

20.0
12.8

.3
24.16.0
16.0
1.4
9.4

Net
tons

1,066
833
12

1.081
778
755

94

827116 11

Percent
of total

19.6
153

.219.8
14.3
13. 9
1.7

Sour ce: IA mrcn I 6 IS Inst 100.0.Source: American Iron & Steel Institute.

Net
tons

1,298
1,110

141,174
790

88
1- 1 ,. 1

Percent
of total

20.2
17.2
1.2

12.3
12.6
1.4

Net
tons

1,566
1,703

24
1,641

930
866
1453, 507

6,451 I O 11o,38235

f-Percent M
of total M

16.4
.2 O15.8 0

9.0 
8&3 -
1.4

100.0

I I

I
I I I.Ih _1_III
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TABLE 9.-Export8 of steel mill protuots, 1957, 1964, and 1965

(Thousands of dollars]

Steel mill product 1957 1964 1965

Semlfnlshed products ........................................ 80, 808 74, 85 55,014
Shapes and plates ------------............................... 157,622 74,172 63,296
Rails and accessories ---------------------------------------- 8 3, 26 10,289 10,886
Bare and tool steel - --------------------------------------- 37,823 37,238 40,895
Pipe and tubing - --------------------------------------- 3,492 108,295 92,82
Wir and wire products ------------------------------------- 1,949 25,162 22,74
Tin mill products ------------------------------------- 2 59....... 141 962 29964 42,255
Sheets and strip ...... --------------------------------------- 220,218 232,262 180,848

Total -------------------------------------------------- 99 700 621,767 508,266

Source: U.S. Department of Commerce.

TABLE 1O.-Distributon of steel exports by country

Destination 1957 11958 ION 1 19011951 11962 11963 1964 1 1965

Thousand net tons

Canada .................................... 1, 619 1,010 611 580 406 817 358 714 592
Total Latin America ------------------------- 1,446 765 431 641 424 329 33 431 578

Argentina ................................ 100 68 52 118 75 36 25 133 264
Total Europe ------------------------- 890 446 218 1,009 813 265 277 865 401

Total 2CSC------------------ -293 227 121 363 192 186 187 261 8
United Kingdom ......................... 841 106 80 360 14 12 18 234 22

TotalAsia ................................... 981 350 203 549 749 999 1,164 1,818 80
India ..................................... 59 25 7 151 131 241 302 230 181
Pakistan ................................... . 14 16 197 418 518 836 395

All other ...................................... 21 1 5 - 0 200 98 102 91 107 119

Grandtotal ............................. ,177 2,687 1,5M 2,J7 1,0 2,012 1 23 M 2,496

Percentage distribution of steel exports by country

Canada ...................................... 8. 37.6 4.5 19.4 20.4 15.8 16.1 20.8 23.7
TotM Ln America ......................... 27.9 28.5 286 21.5 21.8 16.8 15.0 12,5' 23.2

Argentina ................................ 1.9 2.5 8.5 3.8 8.7 1.8 1.2 .9 10.6
Total Europe ................................. 17.2 16.6 14.1 83.9 15.7 18.2 12.5 25.2 16.1

Total ECSC .............................. &.7 8.4 8.1 12.2 9.7 6.8 6.2 7.6 3.6
UnitedKingdom--------------------6.6 4.0 2.0 12.1 .7 .6 .8 6.8 .9

TotalAida---------------------------.189 18.0 18.4 18.4 87.6 49.6 52.8 88.4 82.3
India........................ 9 .5 5.1 6.6 11.9 136 6.7 7.8
Pakistan.....................0 0 .9 .6 9.9 20.8 23.1 2 48 15.8

All oter ...................................... 4.7 4 2 6.7 4.9 .1 4.1 1 4.8

Source: American Iron & Steel Institute.

TABLE 1.-AID flnanoe exports of steel mill produota, 1957-65

IMillions of dollars)

Year Total JAID-financed Percent AID
exports exports financed

1957 ............................................. . w/ 33 a
1988 ........................ 04 20 8.5
1959 .................................................. . M8 1 8.5
1960 ........................................................... 01 16 2.6
1961 ........................................................... 428 44 10.4
1962 ........................................................... 424 122 28. 7
193 ........................................................... 465 179 8. 4
1964 ............. ................................... 622 197 81.6
1965 .............-- .............................................. e 215 42 8

Sources: Bureau of Census and Agency for International Development.
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TABLE 12.-Wholeaale prices of steel mill products and selected related
manufacturing commodity groups, 1958-66

Year

Intermediate
steel mill materials Durable
products for durable finished

manu- goods'
facturing

1957-59-100

Index:
158 ....................................................... 100.6 99.5 160.1
1969 ------------------------------------------------------- 102.2 101.8 101.8
1960 ...................................................... 102.1 101.9 101.7
1961 ------------------------------------------------------- 101.7 100.5 101.7
1962 ....................................................... 101.4 100. 4 101.8
1968 ---------------------------------------------------- 102.0 100.5 101.7
1964 ------------------------------------------------------- A02.8 102.5 102.4

'196 ....................................................... 103.3 104.6 106.11966:
January .............................................. 104. 106.5 108.6
February ------- ! ------------------------------------- 10L 2 105.0 108.0
March ----------------------------------------------- l8 106 1 104.0
April (July) ----------------------------------------- 104.8 106.6 10Lo2

Average annual percentage change: 198- .............. 4 .7 .4

' Includes consumer durable goods and producer finished goods.
Source: Department of Labor.

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

[Percent]

Wholesale Price Index I
Consumer

Period ONP deflator Price
Index AlU Durable Nondurable Steel mill

commodities manufactures manufactures products

1... .......... .. . .... .1947"51 ....... 3.5 3.9 4.5 6.5 3 .4 8.9

1951-5 ............ 1.5 .8 -. 9 1.9 -1.9 4.8
195-8 ............ &2 2.6 25 3.9 1.5 7.1
198-5 ............ 1.5 1.3 .3 .5 .2 .4

I 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 of Labor.

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

Percentage Price in
change in 1965

Material Wholesale relative
Price Index, to steel

1947-45 (percent) I

Steel mill products ....................................................... 114.8 100.0
Cement ............................................................ 62 77.6
Glass, lit .......................................................... 489 67.1
Plastic materials ....................................................... -..68 4. 7
Aluminum ingots ........................................................... 76. 4 82.8

'Based on 1985 prices on a 1947 base.
Source: Department of Labor.
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TABLE 15.-Wholesale price of basic steelmaking material, and unit cost of steel
materials, 1957-66

(1957-59-100)

Wholesale
Price Index Index of unit

Period of basic steel- cost of steel
making materials

materials 
1

1957 --------------------------------------7------------------ ............... 103.4 106.3
198 ---------------------------------------------------------------------- 97.8 97.2
199. . . . . . . . . ..------------------------------------------------------------- 98.9 98.6
1960----------------------------------------------------------------------- 96.8 99.4
1961 ------------------------------------------------------------------------ 97.4 100.8
1962 ----------------------------------------------------------------------- 93. 2 97.1
1963 ----------------------------------------------------------------------- 91.3 95.5
1964 ----------------------------------------------------------------------- 93.6 297.5
1965 ---------------------------------------------------------------------- 94.9 98.7
1966:

January ---------------------------------------------------------------- 94.
February --------------------------------------------------------------- 94.7
Murch ................................................................... 94.0April (prel) ------------------------------------------------------------- 93.7 97.5

I Revision of data In "Hearings on Steel Prices, Unit Costs, Profits, and Foreign Competition Before the
Joint Economic Committee," Apr. 23-29, and May 2,1983, pp. 256-257. 195 weights, 1955-5; 1961 weights,
1956-2; 1963 weights. 1983 to date. Index on a 1947-49 base shifted to a 1957-9 base.

2 Estimated by BDSA.
a Not available.

Sources: Department of Labor and Department of Commerce.

TABr 16.-Steel prices, United States and selected foreign countries, 1951-65

11952-100 '1

Year United Belgium 5  
France 

4  
Germany' Japan 6 United

States ' Kingdom I

1951 --------------- 97.9 95.5 81.4 72.7 -------------- 74.6
1952 ............... 100.0 100.0 100.0 .100.0 100.0 100.0
1953 --------------- 107.9 100.9 103.7 104.2 90.9 99.8
1954 --------------- 112.8 98. 0 102.0 100.5 82.5 77.4
1955 ............... 118.2 114.2 102.3 101.8 99.3 881
19586 ............... 128.0 125. 9 110.9 104.4 132.2 109.5
1957 --------------- 140.3 133. 2 98.6 109.4 133.6 121.9
1958 --------------- 145.2 123. 5 93.0 113.8 81,1 101.1
1959 ............... 147.8 121.8 104.6 113.8 83.2 88.9
1960 ............... 147.4 12. 6 111.1 113.8 88.7 88.0
1961 ............... 146.8 126.8 113 5 118.3 83.9 87.8
1962 ............... 146.4 124.3 119.0 119.5 80.4 87.8
1963 ............... 147.2 123.1 122.3 119.5 79.0 87.8
1964 ............... 148 3 123.1 122.3 119.5 79.0 90.5
1985 ............... 149.1 123.1 122.3 116.9 74.1 91.1

'Based on price indexes converted to U.S. dollars. Reflects French devaluation of 1958 and German
revaluation of 1961.

Steelminl products.
3 Bessemer billets, domestic/export pricp, f.o.b. border.
SHeavy sections, domestlc/export price, I.P.N. (80-260 mm).
SBessemer bars domestic/export price.
Mild steel plate , 46 inch by 4 feet by 8 feet, export price, f.o.b.
Plates 4o inch and over, export price, f.o.b.

Sources: Department of Labor and United Nations.
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TABLE 17.-Costs, tames, and profits as a percent of the total revenue, steel
industry, 1947-65

(Percent)

Period

1947 .......
1948 .......
1949 .......
1950 .......
1951 .......
1952 .......
1953 .....
1954 .......

1957.------
1958
1959
19060 .......
1961.. .
1962.--....
1963.
1964 -------1965 ...

Operating cost

Total

84.4
83.3
82.3
78.8
78.6
84.6
80.3
79.9
77.1
79.1
78.6
80.0
81.3
81.281.9
83.0
80.7
80.6
81.2

Em-
ploy-
ment
cost

36.7
34.9
35.0
33.1
32.3
34.9
34.0
36.7
33.5
33.3
38.4
38.2
36.1
38&9
40.3
39.2
38.4
37.5
36.3

Ma-
terial
cost

47. 7
48.4
47.3
45.7
4&3
49. 7
46. 3
43.2
43.6
45.8
43.2
41.8
45.2
42.3
41.6
43.8
42.8
43.0
44.9

Fixed cost

Total

3.8
3.9
4.0
3.7
3.4
4.6
5. 1&l6.8
5.6& 6
8.3

6.3
6.0
5.4
5.6
6.5
7.5
7.7
7.3
6.9

Dopre-
claion
and de-
pletion

a.8S
3.7
3.7
3.4
&2
4.1
4.7
6.3
5.2
4.9
4.9
5.4
4.7
4.9
5.6
6.6
6.8
6. 1

Inter-
est

0.3
.2
.3
.3
.2
.4
.4
.5
.4
.4
.4
.6
.7
.7
.9

.8.8

Total

6.16.6
9.5

12.2
5.8
9. 1
7.2
9.4
8.3
&7
7.8
7.5
7.5
6.5
5.3
63
6.2
8.9

Fed-
eral

4.2
4.8
5.11
8.1

10.8
4.4
7.6
5.6
7.96.8

5.9
5.7
&4
4.5
3.4
4.4
4.3
4. 1

State
and
local

1.4

1.5
1.4
1.4
1.4
1.5
1.6
1.5
1.5
1.8
1.9
1.8
2.1
2.0
1.9
1.9
1.9
1.8

Profits
after
tax

6.1
6.7
7.1
8.0
8.8
5.0
5.6
6.0
7.8
7.3
7.3
6.8
5.8
6.7
6.2
4.0
5.4
6.1
8.9

Cash
flow '

9.6
10.4
10.8
11.4
9.0
9.1

10.3
12.3
18.0
12.2
12.2
11.7
10.6
10.6
10.8
10.6
12.2
12. 6
12.0

I Profits after tax plus depreciation and depletion.

Source: American Iron & Steel Institute.

TABLE 18.-Profits, depreciation, and cash flow, steel industryU, 1947-65

(Dollar amounts in millions)

Percent of equity Percent of sales
Profits Depreci- -... .....

Year after ation Cash
tax and de- flow ' Profits Cash Profits Cash

pletion after flow after flow
tax tax

1947 -------------- $412 $239 $651 10.8 16.6 6.1 9.7
1948 --------------- 641 302 843 11.8 18.4 6.7 10.4
1949 _------------ - 829 278 807 10.8 16.8 7.1 10.9
1960 .............. 767 327 1,094 14.0 20.0 8.0 11.5
1961 -------------- 682 874 1,066 11.3 17.6 5.8 8.9
1962 ..............- 41 450 991 8.5 15.6 5.0 9.1
193- -------------- 735 614 1,849 10.8 19.9 5.6 10.3
194 -------------- 637 670 1,807 8.9 18.3 6.0 12.3
195 -------------- 1,099 737 1,836 13.9 23.2 7.8 13.1
196 .............. 1,113 748 1,861 12.9 21.5 7.3 12.2
1967 .............. 1,132 766 1,899 12.0 20.0 7.3 12.2
1958 .............. 788 673 1,461 8.0 14.8 6.8 11.6
199 --------------- 831 665 1,496 8.1 14.6 .8 10.5
1960 .............. 811 698 1,509 7.7 14.3 . 7 10.6
1961 .............. 690 739 1,429 6.5 18.4 5.2 10.7
1962 .............. 866 929 1,495 8.3 14.0 4.0 10.7
1963 .............. 782 996 1,778 7.1 16.1 5.4 12.2
1964 .............. 992 1,061 2,063 8.7 18.0 6.1 12.7
19 -------------- 1,066 1,100 2,166 8.9 18.0 5.9 12.0

I Profits after tax plus depreciation and depletion.

Source: American Iron & Steel Institute.
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TABL 19.-Souroes of steel cash flow from direct Government polioy, 1962-64

1962 1963 1964

Source
Millions Percent Milhons Percent Millions Percent

of dollars of total of dollars of total ofdollars of total
cash flow cash flow cash flow

Total direct Government policy ---------- 142 9.5 190 10.7 250 12.2

Revised depreciation guidelines ....... 105 7.0 133 7.5 145 7.1
Investment tax credit ----------------- 37 2.5 157 3.2 77 3.8
Corporate tax reduction -------- --------------------------------------- 28 1.4

I Excludes $26 million in 1962 and $32 million in 1963 of deferred credits which the 1964 Revenue Act make
available on 1962-63 investment through increased depreciation in subsequent years.

Source: Council of Economic Advisers.

TABLE 20.-Sources and uses of fund s, primary iron and steel industry, 1948-65

[In millions of dollars)

Year

Total, 1948-64 .............

1948 ....................
1949 ....................
1950 ...................
1961 ....................
1952 ....................
196 ...................
1954 ...................
1955 ..........1966.................
1957 ...............
1958 ....................
1959.................

1960 ...................
1961 ...................
1962 ................ 
1963 .....................
1964 ...............
1965...............-

Sources of funds

In.
ternal
funds I

Debt

Long
term

Short
term

20,6991 2,5081 1,027

894
694
985

1,036
823

1,227
1,104
1,63
1,610
1, 5o
1,082
1,202
1,122
1,039
1,215
1,568
1,903
2,091

16
24
77

365
460

-67
183
51
44

127
366
201
157
520

-106
-151

241
305

97
-147

229
216
252

-119
-273

236
260

-184
-76
344

-293
103

-145
167
360
-61

Uses of funds

Current assets

Cash

29
54

139
63

-55
-9
26

118
-91
75

-25
67

-102
-39

14
18

221
679

U.S.
Gov-
en.

ment
securi-

ties

-276
319
351
497

-931
352

56
919

-407
-236
-172

418
-686
-80

105
281

-75
-486

Re-
ceiv-
ables

Other
Inven- current
tories assets

Invest-
ment

in plant
and

equip-
ment

W 1, 545 2,638 1 368 19,480
151

-207
397
41
152

-180
-25
444
183

-285
92

340
-416

279
-88
214
453

-84

281
-122

245
246
337
160

-128
183
528
265
106

-66
323
236

-302
-14
370
231

1
0
6

15
19

-1435
-12
223
-8

-71
163

-17
20
80

254
-326

254

770
600
600

1,200
1, 510
1,210
750
860

1,270
1,720
1,190

,040
1,6001,130
1,100
1,240
1,690
1,930

I Internal funds are defined as profits after tax plus depreciatlon 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 Average Interest as
Year long-term debt interest percent of

debt rate on debt of revenucl

Percent Percent
1957 ........................................ $6 $1, 802 3.6 0.4
1958 .......................................... 80 2,145 3.7 .6
1959 ......................................... 94 2, 303 4.1 .6
1960 .......................................... 101 2,488 4.1 .7
1961 ........................................... 123 2, 969 4.1 .9
1962 ........................................... 132 2,854 4.6 .9
1963 ........................................... 128 2,695 4.7 .9
1964 .......................................... 129 2, 875 4.5 .8
1965 .......................................... 137 3,099 4.4 .8

Source: American Iron & Steel Institute.
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TABLE 22.-Long-term debt as percent of equity, primary iron and steel industry,
1947-65

Year Percent

1947 947..................................................................................... 12.9
1948--------------------------------------------------------------------------------------- 11.7
1949 ---------------------------------------------.------------------------------------------ 11.4
1950 ---------------------------------------------------------------------------------------- 11.4
1951 ---------------------------------------------------------------------------------------- 15.5
1952 -----. . . . . . . . ..------------------------------------------------------------------------- 20.0
1053 ---------------------------------------------------------------------------------------- 18.3
1954 --------------------------------------------------------------------------------------- 19.2
1955-------------------------------------------------------------------------------- 1M8
1956-------------------------------------------------------------------------------- 17.1
1957 ------------------------------------------------------------------------------------ 16.7
1958 --------------------------------------------------------------------------------------- 19.1
1959 ---------------------------------------------------------------------------------------- 19.7
1960 ---------------------------------------------------------------------------------------- 20.9
1961 --------------------------------------------------------------------------------------- 24. 7
1962 ----------. ..---------------------------------- --.------------------------------------- 23.7
193 . . . . . . ..------------------------------------------------------------------------- 21.9
1964 ----------------------------------------------------.----------------------------------- 22.9
1965 ---------------------------------------------------- ----------------------------------- 24.1

Sources: Federal Trade Commqion and Seerties and Exchange Commission.

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

Average weekly hours '

Year All Production Averageweklyhour

employees workers
Total Overtime

Thufam# 7Wotiaande
1947 ----------------------------------------- . 575.0 39.0 2)
1948 ---------------------------------------- 678. t 593.9 39.5 ")
1949' ------------------------------------------ 610.1 526. 8 38.2
1980 ------------------------------------------- 674.4 58. 8 39.9 (
1951 ------------------------------------------- 714.4 620.!) 40.9
1952 ----------------------------------------- 638. 0 541.5 9. 0
1953 ------------------------------------------- 726.1 620. 4 40. Z
1954 ------------------------------------------- 645.5 48.1 37.9
1955 ------------------------------------------- 706.9 604.5 40.5
1958 . . . ..-------------------------------------- 706.6 595.4 40.5
1958 ---------------------------------------- 6019.1 488.51 37.5 1.
1957 .-------------------------------------- 719.9 600.1 39.1
1959' ------------------------------------------ 587.3 470.9 40.1 2.2
1960 ------------------------------------------- 651.4 528.4 38.2 1.3
1961 ----------.------------------------------- 595. 5 478.4 38. 9 1.3
1982 ------------------------------------------- 592.8 47. 3 39.2 1.4
1963 ------------------------------------------- 589.9 479.1 40.2 1.9
1964 ------------------------------------------- 629.4 515.8 41.2 2.4
1965 ------------------------------------------- 660.4 541.1 41.1 2.7
1988:

January ----------------------------------- 618.9 801.3 40.3 1.8
February ........------------------------- 26. 8 509. 6 40.6 2.3
March ----------------------------------- 638.3 520.8 40.8 2.5
April -------------------------------------- 64. 2 526.5 40.9 (2)

I Hours paid; for production workers on nonsupervisory employees.
2 Not available.
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.-Output 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 Employment
Year man.hour cost per cost per unit

man-hour of output

Indexes:
1957 ----------------------------------------------------- 101.1 93.5 92.
1958 ----------------------------------------------------- 93.5 10.5 107.6
1959 59--------------------------------------------------- 105.0 107.4 102.8
1960 ------------------------------------------------------ 98.6 1. 7 110.3
1961 ----------------------------------------------------- 101.7 113.0 111. 1
1962 ------------------------------------------------------ 106.9 117.1 109.5
1963 ------------------------------------------------------ 111.8 120.0 107.3
1964 ------------------------------------------------------ 116.5 123.5 106.0
16N5 ---------------------------------------------------- 120.8 120.0 104.3

Average annual percentage change:
1957-61- ------------------------- percent.. 0.1 4.8 4.7
1961-65----------------------------------- do.... 4.4 2.8 -1.6
1957-05 ...............----------------------------- do .... 2.2 3.8 1.5

Source: Department of Labor.

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

Total Average
Year employment hourly

cost per earnings I

hour

1957 ------------------------------------------------------------------------- $3.22 $2.73
1958 ------------------------------------------------------------------------- 3.51 2.93
1959 ------------------------------------------------------------------------- 3.80 3.14
1960 ------------------------------------------------------------------------- 3.82 3.09
1961 ------------------------------------------------------------------------- 3.99 3.24
1962 ---------------------------------------------------------------------- 4.16 3.33
1963 ------------------------------------------------------------------------- 4.25 3.39
1964 ------------------------------------------------------------------------- 4.36 3.43
1965 ------------------------------------------------------------------------ 4.4 3.54

I Includes premium pay but excludes other fringe benefits.
NoTI.-The figures in this table differ slightly from Department of Labor, Bureau of Labor Statistics

data since they are based on a different sample of the industry and are for hours worked while BLS data
refer to hours paid.

Source: American Iron & Steel Institute.

TABLE 26.-Productivity and operating rate, steel industry, 1957-65

Output per man-hour,all employees
Year Output All employees allemployees _ Operating

index'I man-hours rate'2
index Annual (percent)

Index percentage
change

1957-59-100

1957 ............................. 114. 8 113.6 101.1 --------------- 84. 5
1958 ---------------------------- 85.8 91.8 93.5 -7.5 60.6
195 9--------------------------- 99.8 94.6 105.0 12.3 68.3
1960 ---------------------------- 99.5 100 9 98.6 -6.1 66.8
1961 ............................. 95. 2 93.6 101.7 . 1 64.7
I12 ............................. 100.2 93.7 106.9 5.1 863.6
1968 --------------------------- 106. 3 95. 111.8 4.6 ' 69,8
1964 ............................. 120.7 103.6 116.5 4.2 '78.9
1965 ............................. 181.2 108.6 120. 8 3.7 '79.9

' Based on physical output of pig iron, ferroalloys, ingots and steel for castings and coke, and shipments of
semifinished and finished steel products.

' Production of ingots and steel for casting as percent of capacity.
' Estimate based on a 2-percent per year increase in capacity.

Sources: Department of Labor, American Iron & Steel Institute, and Council of Economic Advisers.
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TABLE 27.-Indu8tral production, 1947 and 1965

Average
Industry group 1947 1965 annual

percentage
change

1957-59-100

Industrial production index: Total I ---------------------- 65.7 143.3 4.4

Iron and steel ............................................. 93.9 133.6 2.0
Glass and pottery products ------------------------------ 74.7 133.5 3.3
Cement ................................................... 63.4 120.0 3.6
Aluminum ----------------------------------------------- 32.6 161.6 9.3
Plastic materials ----------------------------------------- 18.2 297.7 16.8

I Includes some industry groups not shown.

Source: Board of Governors of the Federal Reserve System.

The CHAIRMAN. 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 about specific
duty. Is it not a fact that the incidence of protection provided 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. TROwBIDGE. I would think so; yes, sir.
The CHAIRMAN. 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 imports, 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. TROwBnIDGE. Accepting your figures, I am sure it is.
The CHAIRMAN. 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. TROWBRIDGE. Yes, sir.
The CHAIRMAN. 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. TROWBRII)GE. 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-I 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 CHAIRMAN. 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
specific 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
equivalent of about a 2-percent ad valorem tariff instead of 4.4, would
it not?

Mr. TROWBPIDGE. Yes, sir. I think your arithmetic is absolutely
iPhe' CHAMMAN. When you nod, Mr. Secretary, the stenographer

does not take that down. I know that you answered it, but the nod
does not show it.

Senator Hartke?
Senator HARTIKE. 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. TROWBRIDGE. I most certainly do Senator.
Senator HARTEE. Do you feel that that balance-of-payments deficit

is going to be smaller this year than last year, or larger
Mr. TRowBRUGE. 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 bellow last year and, on the figures that are
currently available, my own guess would be it will be higher.

Senator HARTKE. Be higher?
Mr. TROwBRIDoE. Yes, sir.
Senator HARTKE. Now, how much higher?
Mr. TRowBIGE. 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.

Senator HA1ruiE. 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 inventory 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. TRowBRiDOE. This could well-be, Senator, if the pressures which
you described and which we all know are resulting from the Vietnam
situution, 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-payments deficit, in your opinion,
in the first quarter would indicate that it would be up by at least $1
billion; is that right?

Mr. TROWBRDGE. This is the way the figures point at the moment.
Senator HARTKE. That is a 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. TROW mDGE. Well, sir, I believe we certainly have a program
which is designed on many fronts to moderate- .

Senator HARTKE. A program which is like a teardrop on the ocean,right?fr. TROWBRIDGE. I would not classify it as that Senator. I think

that the program-I am sure you are referring to te program on cor-
porate investments overseas-

Senator HARTKE. Yes, sir.
Mr. T1ROWBRDGF (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 HAlRE. Now, whether it was successful or not depends
upon a value judgment of the facts; is that not true?

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

Senator HARTKE. 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 if you take into consideration the balance of
trade-is that not true?

Mr. TROWBRmGE. Yes, sir.
Senator HARTKE. 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 else has been a failure.

Mr. TROWBRMOGE. 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. TRowERImGE. 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, 1 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.

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. TROWBRiDGE. That was not what I was referring to, Senator.
Senator HARTKE. What were you referring to?
Mr. TROWBRIME. 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-t 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 HARTKE. 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. TROWBmGE. In 1966?
Senator HARTKm. I do not know that figure-do you have the 1966

figures?
Mr. TROWBR.qE. Well, this is true, that the export totals, manu-

factured and agricultural products, have increased this year.
Senator I.Arrwa. No; let's stay with pipe for a moment. You

picked pipe atd I have here pipes and tubes and blanks for iron on
table 18, which 6 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. TRowBiunDo. The example I was referring to was a case of a
particular company that I talked with recently.

Senator HARTRF. What is the name of the company?
Mr. TRowURmGE. It is a company in Texas. Wish I could remem-

her its name, Senator. It was a -ompany 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 pipe to Venezuela, and
which is not going to go after that business because it is operating
at full capacity. This is a future sale later on this year. This is the
example I was citing.

Senator HAFmE. Let's put the record straight to show that in the
overall analysis, forgetting this one unnamed, mysterious company
in Texas-

The CHAIAN. Could that be Lone Star?
Lone Star produces steel in Texas.
Mr. TROWBEIDGE. It could be. I could produce the name for the

record if you would like.
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Senator HARTHE. Was the man you were talking to Mr. Marvin
Watson of the White House? He was an officer in Lone Star.

Mr. TROWBRIDGE. 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.S. Pipe & Foundry Co., Birmingham, Ala.)

Senator HARTnE. 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 pipes and tubes, that
the record shows that the exports were practically the same for the
year 1964 as they were in the year 1965. If you have anything which
is contradictory 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
picture which would tend to alleviate this substantial increase in the
balance-of-payments deficit?

Mr. TROWBRIDGE. 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 HARTKE. A prospective move you should make, on things
I do not know about, and things which you have special 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. TROWBRIDGE. 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 CHAIRMAN. What the Senator 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 this time?

That is the question is it not?
Senator HARTKE. fhat is ultimately where I was going, but I did

not want to take it all in such a big step. That is all right.
Mr. TROWBRIDGE. 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 solving it. I 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 working 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 Iwere to claim that we htd
the golden rule answer to solve it overnight, I would have to say I do
not, Senator.

The CHAIRMAw. To answer the question in one word, the answer is
"No" is it not?

'r. TuowBRooE. Yes, sir.
Senator HARTRE. Now, let's come on back to this question of this

voluntary program.
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 true?

Mr. TROWBimDE. You are talking o? the corporate program on in-
vestments, Senator ?

Senator HARTKE Yes.
Mr. Thownm ax. 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 ithas been one that they
could live with and one that they have carried on their basic business
decisions fairly flexibly within.

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

Mr. TROWBEIDG. That threat has never been stated and never been
said by anyone 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 HARTKHE. I know, but the point about it is that the industry
itself would prefer to have voluntary programs than it would to have
mandatory programs; is that not true?

Mr. TROWBRnmDE. Yes, sir; I believe that is true.
Senator HARTE. And there is always that possibility of having the

mandatory programs in the background; is that not right ?
Mr. TowBmDGE. Among the various alternatives that the Govern-

ment could take, there are some mandatory ways. But I see no trend
in that direction.

Senator HARTKE. And Secretary Connor has repeatedly stated that
he prefers to have the voluntary approach.

Mr. TIRownuio. Yes, sir.
Senator HAR=E. That is right.
Now there was an unnamed banker-I say "banker" in quotes-in

New Work 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. "rTowBRDOGE. Senator, I think we could probably run through
a 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 one could take.

Senator HARTKE. For example.
Mr. TitowBmDopt. Well, just take the ones the British have used of

controls on their exports of their capital.
Senator HARTi. These are mandatory controls.
Mr. TiRowBRIDOE. 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
imports, monetary surcharge.

These are techniques which other countries have used.
Senator HARTrI. 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 true?

Mr. Tnowmi Doi. Well, if there is a withdrawing or a lack of entry
of American investment in a given market, surely the United States
does not, by having 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 HAnTRE. Well, if it is going to be filled at all, it will have
to be filled from some other source?

Mr. TowinuDE. Yes, sir.
Senator HARTKE. The natural item in that is to have it filled by some

other industrial nation in the world.
Mr. TRow~mwoE. This is a source of capital ;yes, sir.
Senator HARTRE. Which is a new form of economic isolationism

practiced by the United States in that program, is it not?
Mr. TROWBRIDG1E. 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 companies 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, say, 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 good as we think it should be. Therefore, they have
postponed it.

There have been many techniques the companies have used using
their own best business judgment. But they have done so with lmowl.
edge of the balance-of-payments problem of the Nation and have,
I think, cooperated in doing so witT the national interest.
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Senator HARTKE. 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. TROWBRIDoE. 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 strength 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 HARTKFE. I quite agree. I am not in favor of economic
isolationism. That is why I am raisingthese 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
a 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. TOWBiDoE. Sir, I am sure that there is no disagreement that
we would he 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
question which is equally important. That is the confidence of the
dollar as a 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 HAirTE. 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 CHAMMAN. I thought we would sort of pass it around. Sen-

ator Hartke might 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 BENNmr. 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 3 of the resolution, re-
stricted 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

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 our balance of payment--seems to be lagging or at least getting
no better.

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

Now, f am not here to suggest that you should undertake such a
study at the moment, though I am intrigued 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, +%king an
overall look at tie changes in the pattern of our balance of trade to
find out where the trouble spots are

Mr. TROWBtmIE. 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
a 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. TaowsRntx. The overall results are published in the magazine

called International Commerce, which we publish weekly.
Senator HARTKE. Are these total results or are they industry-by-

industry changes?
Mr. TRowBRInDG. We get down into major industry segments 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 HATMKE. Would you call the steel industry a subcategory
industry or would you have figures that refer specifically to the steel
industry I

Mr. TROWBRDoE. We have figures on that.
We do consider it a major category and we do have figures.

64-887 o-,-8--4



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 BENNIrr. I think it might be useful to this committee, and
maybe we are imposing too great a burden on you, to have a composite
table of the mjor, of the industries of sufficient importance so that
their volume affects the balance of trade--what should we say, 2 per-
cent, 3 percent-so we see the whole picture. Here is the steel picture.

I come from a part 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. Is this published monthly?
- Mr. TOw ERIDGE. Yes, it is, sir.

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

Mr. TROwmDo.. 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
other industries along the line which you suggested or into the overall
problem.

Senator BENN=rr. 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. TaowBIwmGE. I believe that Survey of Current Business deals
with the 1965 performance.

We have, as I said, a quarterly review which-
Senator BENimrr. It shows the comparisons with 1965 by countries

but not by commodities. I am interested in commodities.
Mr. TRowB mGz. I see.
Well, we can supply even more recent information as far as the first

quarter of 1966 goes lby 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 1905 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 equaled the rate of increase of
imports. Hence the surplus.

Senator BENNETt. I know, but these totals hide the trouble spots.
This is the answer that you might give to th3 steel men; Well, do not
worry about the fact.that steel imports are decreasing.

Mr. TROWBR1DOE. 'There might be problem a,.eas within that overall
figure.

Senator BENNETT. Yes. It is the trouble spots we are trying to get
at.

No further questions Mr. Chairman.
Thank you very much, Mr. Trowbridge.
(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.)



Table 2B. 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

Imports for consumption Percent. imports to new supplyProduct (million dollars) (output plus imports)
code Title --1 131 t2 191 i960 1

1963 1962 1961 1960 1959 1958 1958

AGRICULTURAL CCMI)TIES

01 Agricultural commodities, total .............. 2,C84.4 r 2 ,,,. r 2 , 0 9 6 5  r 2 ,
2 6 . r,

2 6 2
, r23) W C W W X)

Supplementary
1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

678.0 r,
1

:7 r
6

7
3

:
2  

66. r695. r.:
8  (X) (X) (X) (X) W )Types grown domestically................. .534.5 5 5 0  2  8  M W W M x)COolementary 

. . . . . . . . . . . . . . . . . . . . . . . . .. .
1,406.4 1,409.2 1,423.3 1,465.9 1,566.5 1,601.0 100 100 100 100 100 100

0112S Cotton farm products ............................... 24.1 24.9 31.1 22.6 21.1 26.0 1 1 1 1 1 101121S Cottonseed ....................................... ( (ZW - - - ) ( C - - -01122S Raw cotton ...................................... 24.1 24.9 31.1 22.6 21.1 26.0 1 1 1 1 1 1

01130S Cash grain farm products ........................... 25.7 21.8 42.9 35.2 40.4 53.2 ) M W ) ( IBarley ......................................... .7.9 6.9 24.5 14.5 17.1 21.1 2 2 6 4 5 5Corn..........................................1.8 2.5 2.3 2.0 2.3 3.2 ) W W M z
oats............................................ 4.0 2.1 1.2 1.5 1.9 8.6 1 C C C C 1By ....................... .9 .3 1.1 3.2 4.5 3.6 3 1 4 10 17 10wheat

. . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . .. . . .  .
9.3 8.3 11.5 11.9 12.5 13.6 W C 1 W 1 1Soybeans (for beans) ............................. M z M M W W W C C M C )Dry beans; field peas (including cowpeas) ........ 1.6 1.6 2.2 1.7 2.1 1.4 1 1 1 1 1 1

0119 Field crops and seeds
3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

179.7 174.4 179.7 176.8 190.6 175.8 C x C C C C0119 Supplementary ................................. 147.3 145.7 149.2 147.0 150.7 143.0 C M ) M x)
Types grown domestically ..................... 129.6 127.4 137.6 134.1 136.3 130.2 C C W (x)

011913S;2141 Leaf tobacco .................................... 99.0 101.2 114.2 115.5 111.8 105.0 7 7 8 9 10 9
Flue-, fire-, and air-cured and other,

including cigar binder ........................ 77.6 77.3 84.5 84.5 81.1 77.2 6 6 6 7 8 7
Cigar filler ................................... 20.1 21.5 26.9 28.2 28.4 25.3 61 57 62 63 60 63
Cigar wrapper .................................. 1.3 2.4 2.9 2.8 2.3 2.5 3 5 7 6 6 7

01192S Field crop oil seeds, n.e.c ...................... 5.9 6.2 5.0 4.5 5.3 5.8 C C C ) x CTypes grown domestically ....................... 1.3 1.6 1.0 .7 .9 1.0 Cx ) Cx)Flaxseed ..................................... C C ( C C C C C W C Cs)Other (except cotton, soybean) ............... .. 1.3 1.6 1.0 .7 .9 1.0 C() Cx)Types not grown domestically:
Castor, sesame, poppy seed ................... .4.6 4.6 4.0 3.8 4.4 4.8 100 100 100 100 100 100



o193 Field seeds ...................................... 8.7 15.3 14.. 12.0 14.8 9.6 x) CX) (x) (X) x) X)
Alfalfa seed ................................... 1.8 1.3 .4 .2 .1 (z) 4 3 1 1 (Z) ()
Clover seed, alsike ............................ . .7 1.0 .7 .3 .2 .6 88 90 70 27 15 26Clover seed, white and ladino .................. .3 .1 .1 (2) .1 .2 5 2 2 () 2 5
Clover seed, red ............................... .6 1.9 1.6 .3 .4 .4 2 8 8 2 2 2Clover seed, sweet ............................. 1.6 2.0 1.4 .4 1.1 1.1 36 45 44 18 31 33
Clover seed, crimson ........................... Cz) (z) .1 (z) .4 . (z) (2) 4 (x) (X )Bent grass seed ................................ (2) (Z) (z) (z) () (Z) (z) (Z) (Z) X) (x (x)
Orchard grass seed ............................. 2.0 .8 1.7 .7 2.0 .6 51 23 43 25 50 21Fescue seed, except creeping red 

. . . . . . . . . . . . . . .  
.4 .2 .3 :1 4 3 6Creeping red fescue seed ....................... 2.0 1.6 1.9 2.4 4.. 65 67 76 (X) (X) (x)

Timothy seed ................................... .6 .1 .2 .2 .2 .1 13 4 10 7 4 3
Field and grass seed, n.e.c .................... 8.7 6.3 6.0 7.1 6.3 3.5 (X) x) (x) (x) (W) (X)

03194 Field crop fibers, except cotton................. 46.8 43.6 38.7 39.8 50.4 41.4 Cx) (x) Wx) (x) Cx) WX)
01194 Supplementary .................................. 14.4 14.9 8.2 10.0 10.5 8.6 (x) x) (x) (x) Cx) Wx)

Types grown domesticaly...................... 1.3 1.2 .7 .9 .5 .6 x) Cx) Cx) Cx) (X) x)Types not grown domestically ................. 13.1 13.7 7.5 9.1 10.0 8: 100 100 100 100 100 10001194C Complementary (sisal, abaca, etc.) ............. 32.4 28.7 30.5 29.8 39.9 32.8 100 100 100 100 100 100

011996 Field crops, n.e.c ............................... 9.3 8.1 7.4 4.9 8.2 14.1 X) (X) (X) (x) x) CX)
Hops ........................................... 5.1 4.9 4.7 2.9 5.2 5.7 17 19 23 12 16 17
Potatoes, white................................ 1.8 2.1 1.9 1.6 2.4 6.6 Cz Wx Wz M2 Mz 2
Hay ............................................ .7 .3 .2 .2 .4 1.3 z) (Z) ( ) CZ) WZ) W Z)Broocorn ..................................... 1.1 .6 .4 .1 .2 .2 10 6 5 1 2 2
Peauts ........................................ .4 .2 .2 .1 z) .2 z) (z) (2) (z) Cz) (z)Other.......................................... .2 Cz) (.) z) (z) .1 (x) Cx) Cx) Cx) Wx) Wx)

o122 Fresh fruits and tree nuts ........................ .1962 r
1 8 6

.3 r
1 9 0

.
0  

r
2 1 1

.
0  

r
2 0 9

.
8  

r . x) 1x) 2x) Wx) Cx) x)0122S SuppleMetary ................................. 111.7 107.0 rlO.8 r130.2 r130.0 r108.4 6 7 7 8 8 7

01221 Fresh fruits:
01221S Supplemtary (types grown domestically) ....... 22.2 r13.9 r12.7 r14.9 r13.5 r13.6 1 " 1 1 1 1

Grapefruit .................................... z) Cz) (z) .2 () .2 (z) (z) (z) () () (z)
Lems....................................... . (z) (z) (z) (z) () Cs) (W) (z) (z) (W) (z)
IlMea........................................ .4 .3 .3 .3 .2 .3 17 16 19 20 13 23ranges, tangerines, tangelos ................ 4.6 1.1 .8 1.1 1.6 1.2 1 (2) (W ) (z) () (z)
Cherries ..................................... 1.4 1.1 1.7 1.6 .8 1.3 3 2 3 4 2 3Apples ....................................... 6.0 4.6 3.9 3.7 3.6 3.1 2 2 2 2 2 2Apricots..................................... M z W W .1 R ( M M R) R M )strawberries ................................. ..5 .2 .1 () 1 (Z) Z) 2N ) C)
Grapes ....................................... 3.2 2.1 1.4 1.6 1.0 1.5 2 1 1 1 1 1Pears...................................... . .1.7 1.2 .8 .1. .7 .8 3 2 1 2 1 1
peaches ...................................... ..5 .4 .5 .2 .2 .2 z) ( ) Cz) (W) C) (2)Pru- r andplv. ............................ .5 .4 .4 .3 .2 .2 1 1 1 () (2) (W )Other

5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
3.3 2.5 2.6 4.6 5.2 4.8 6- 5 6 9 12 10

012210 Colemntary (bana ns, plantains) ............. 83.1 78.6 78.6 79.9 78.5 70.5 100 100 100 100 100 100
Standard Notes: - Represents zero. X Not applicable. Z Less than $0.05 million or 0.5 percent. UA Not available. n.e.c. Not elsewhere cJ.assifled. r Revised.'For definitions of supplementaryy" and "couplementery- see table IA. Supplementary codities are identified by "S" following cods; coWmlentary commodities by "C"

following code.2
1MPort reprsnt man3F wheat unfit for b- consupticn.

'M -orws do not Include data for sweat potatoes.4
Psro, ". c - " - C.,+t of -1i 41 - t



Table 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 19 6 3 -Continued

Impors for consumption Percent, imports to new supply
Product (million dollas) (output plus imports)
code Title

1963 1962 1961 1960 1959 198 193 1962 1961 1960 19A 1958

AG'JCULTtJAL CaVVDITIE--Continued

Fresh fruits and tree nuts-Continued
01222S Tree nuts, edible ................................ 51.4 46.5 48.0 51.8 48.0 47.3 26 32 29 29 29 32

Types grom domestically (almonds, walnuts,pecans, and filberts) 
. . . . . . . . . . . . . . . . . . .

.
. . . .  .  

4.9 3.4 5.9 6.7 93 9 7 8 i
Types not grown domestically (Brazil, chestnuts, LV
pignolia, etc.) .............................. 46.5 43.1 42.1 45.1 39.0 39.0 100 100 100 100 100 100 MxJ

01223 Fruit and tree nut products, n.e.c. (types not
-grown domestically)............................. 39.5 47.3 50.7 64.4 69.7 .0.9 ) W W x W W

012238 Copra ....................................... .1 46.6 50.1 63.5 68.5 47.5 100 100 100 100 100 100
01223C Dried papain, kola nuts, and coir fiber ........ 1.4 . .6 .9.00 ± io 0

01238 Fresh vegetables and melons
2 . . . . . . . . . . . . . . . . . . . . . . . .  

4
.  

r r,. r r 3 4 ]
Onions ........................................... 3.2 .6 2.8 2.2 3

.Pepper .......................................... 2.2 1.8 1.3 2.4 2.2 1.8 7 5 4 8 7 6Tomatoes ......................................... 20.9 17.6 13.0 23.9 19.9 20.6 7 5 4 9 8 8
Peas ............................................. .5 .4 .4 5 .4 .5 1 1 1 1 1 1
Beana, lima ...................................... z) - - M M W W z)
Beans, other ...................................... 1.3 .7 1.1 .8 1.0 1.3 1 11 1
watermelons ...................................... 1.1 1.2 1.2 2.2 1.8 1.1 3 3 3 6 4 3
Cantaloupes ...................................... 4.9 4.5 4.0 4.0 2.9 2.2 7 7 6 7 5 4
Melons, n.e.c.

3 . .................................  
1.4 1.2 1.1 1.7 1.0 .6 16 17 13 20 13 9

Cabbage .......................................... .1 .2 .1 .2 .1 .3 W W ( M z 1
Carrol .......................................... 1.3 1.1 .9 .8 .3 .3 2 2 2 2 1 1Celery ........................................... . Cz) W M ( (z) z)
Lettuce .......................................... (z) .1 .2 .2 .2 .1 (z) ) ( W
Cucumbers ........................................ 3.7 2.4 1.9 2.7 1.2 1.1 7 5 4 6 3 3
Eggplant ......................................... .3 .2 .2 .3 .3 .2 10 6 7 10 9 8
Garlic ........................................... 3.9 2.7 2.0 2.6 3.2 2.5 51 47 44 40 55 52
Other fresh vegetables .......................... ).6 3.5 4.1 4.7 4.7 5.1 2 2 2 2 3 3

M133S;0723S Poultry farm and hatchery products .................. 1.4 1.0 1.2 1.3 .5 .9 (Z) Cz) 1 (Z) ( Z) (Z)



0139 Livestock farm produt ............................ 227.9 265.4 236.1 204.5 239.5 258.0 x) (x) Cx) (x) (x) (x)
01391s Livestock, except horses .................. I ...... 74.3 117.0 100.9 68.7 89.6 138.4 1 1 1 1 1 1

Cattle (all pur p o s)s) ..................... .... 74.1' 116.6 100.8 68.2 87.8 137.3 1 1 1 1 1 2

01392 Wools ............................................ 153.6 148.4 135.2 135.8 149.9 119.6 X) (x) (x) (x) (X) (x)
01392 Supplementary .................................. 87.8 99.5 72.0 68.6 83.1 70.6 38 42 35 33 38 41

Types grown domestically ..................... 72.1 86.2 61.0 53.1 64.4 48.5 34 38 31 28 32 32
Wool, except mohair ........................ 71.7 85.3 58.0 49.2 62.0 47.1 38 42 34 30 36 35
Mohair and other wool-lIke hair ............ .4 .9 3.0 3.9 2.4 1.4 2 4 12 15 9 9

Types not grown domestically
5 . . . . . . . . . . . . . . . .  

15.7 13.3 11.0 15.5 18.7 22.1 100 100 100 100 100 100

01392C Complewentary (mainly carpet wools) ............ 65.8 48.9 63.2 67.2 66.8 49.0 100 100 100 100 100 100

092 Horticultural specialities ......................... 25.9 25.1 26.3 26.6 25.2 24.4 x) Cx) x) x) Cx) Cx)
092S Types grown domestically.... ... ........ 15.4 16.9 16.9 17.6 16.7 16.2 (x) (x) Cx) Cx) (x) (x)
0192C Types not grown domssticall

6 . . . . . . . . . . . . . . . . .. . .  
10.5 8.2 9.4 9.0 8.5 8.2 100 100 100 100 100 100

093 Animal specialities ................................ 162.2 145.4 132.5 142.0 139.8 114.3 (X) x) (X) (x) Cx) (X)
01931S Furs, undressed .................................. 16.6 101.6 89.4 95.6 95.5 80.8 x) (x) Cx) Cx) (x) (x)

Types grown domsticay. ....................... 98.0 84.8 74.0 74.4 77.4 63.5 x) Cx) (x) x) Cx) Cx)
Types not grown domes o.cally (Persian lamb snd
caracul)... : .................................. 18.6 16.8 15.4 21.2 18.1 17.3 100 100 100 i00 100 100

1932 Anima specialities, n.e.c ....................... 45.6 43.8 43.1 46.4 44.3 33.5 x) Cx) Cx) Cx) Cx) Wx)
01932S Types grown domestically ....................... 18.4 17.0 16.0 19.2 19.6 17.9 x) Cx) Cx) Cx) x) Cx)
01932C Types not grown domestically. ................... 27.2 26.8 27.1 27.2 24.7 15.6 100 100 100 100 100 100

0199 Farm products, n.e.c ............................... 1,192.6 1,224.4 1,222.4 1,257.6 1,352.5 1,429.6 x) Cx) Cx) Cx) Cx) Cx)
M99 Supplementary (certain ungroud spices)

7 
......... 6.9 7.1 8.5 5.7 5.7 5.3 x) Cx) Cx) Cx) Cx) Cx)

0199C Complemetary (spices, raw coffee, cocoa beans,
tea, etc.) ...................................... 1,185.7 1,217.3 1,213.9 1,251.9 1,346.8 1,424.3 100 100 100 100 100 100

06 Forestry codities, total .................. .238.1 269.3 257.3 362.8 423.6 286.3 x) Cx) Cx) Cx) Cx) Cx)
08113 Christ-n trees, evrren............... 6.0 6.5 5.8 6.4 7.0 5.3 Wx Cx CW Cx Cx Cx084CC Ouz and barks ...................................... 22.8 22.7 21.6 20.6 19.9 18.5 100 100 100 100 100 100
C%1C Forestry products, n.e.c. (crude rubber, dyeing,

end tanning materials , la, ec.) ................. 209.3 240.1 229.9 335.7 396.7 262.5 100 100 100 100 100 100

09,2036S Fisheries commdities, total ................... 5 r 3 4 4 . 6  r281.8 r2 51 ., r 2 ,3. 6  r221. 7  (X) Cx) Cx) Cx) Cx) x)

itandad Jots: - Represents zero. X Not applicable. Z Less than $0.05 million or 0.5 percent. m tnot avalaoie. ne.c. nut eloewnere classified. r Revised.
Imports include shelled nuts.2  

orta inalue frosen vegetables; percentage based n output of fresh vegetables only. -5
Percentages based on output of honeydew mlons only.4
Perenteages based on output of artichokes, asparagus, beets, broccoli, brussels sprouts, cauliflower, sweet corn, escarole, kale, shallots, and spinach.

5Alpaca, cashmere, camel, aleppo, ec.
%inly crude drugs, herbs, and roots.

71sporte Include celery seed, cap ei=c , uground mustard, ground and ungromd paprika,



Table 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 19 6 3-Continuet

Imports for consumption Percent, immits to new supply
Product Title (million dollars) (output plus imports)codeTil

1963 1962 1961 1960 1959 1958 1963 196Z 1961 1960 1959 1958

MINERS C DOI*O TIER

10-14 Mineral commodities, total
. . .. .. ... .......  

2,324.4 2,353.6 2,185.3 2,289.3 2,295.0 2,260.5 ( X) (X) ( ) (X)

10 Metal mining comodities, total ...............822.3 '909.5 '849.5 '1,052.5 1,061.7 1,028.9 W (X) X) (X) (X)

1011 Iron ores and cocentrates
2 ............. ...... ... ..

323.2 324.7 250.2 321.7 312.4 231.6 32 34 28 31 38 27

1021 Copper ores and concentrates 
.....................

. 12.8 12.1 30.9 49.4 23.1 46.0 2 2 4 7 4 8
101 Lad adzn rs

1031 Lead zin ores 3,,,... ..................... 55.1 61.7 59.1 71.6 66.3 103.8 24 28 27 30 30 4110311 Lead ores an ;3 21.. 21.2 24.4 27.9 27.0 51.9 28 33 31 33 31 4510312 Zinc ores and cc33trates
3 . . . . . . . . . . . . . . . . . . . . . .  

7 40.5 34.7 43.7 39.3 51.9 22 26 25 28 29 38

1051 Bauxite and uinum ores .......................... 118.3 124.9 96.5 80.4 75.0 70.9 87 89 87 79 81 80
1062 Manganese ores and ccmcentrates .................... 67.6 66.2 78.4 82.3 74.8 76.4 94 94 94 93 81 70
1064 Tungsten ores and concentrates ..................... . 1.6 2.9 2.0 3.5 4.2 12.0 18 20 16 26 48 47

1069 Ferroalloy ores and concentrate, except vanadium,
n.e.c ....................................... ..... 26.2 30.8 25.8 31.3 37.4 34.3 x) (x) xx) )10691 Cbromium ........................................ 20.1 23.7 21.4 24.2 31.9 28.2 100 100 88 86 89 8210693 Colmbium and tantalum .......................... 5.5 6.9 4.3 4.8 3.8 4.5 100x) (x) (x)

1092 Mercury ores and metallic mercury .................. . 6.8 5.1 2.0 3.5 6.0 3.9 65 50 24 33 32

1093 Titanium ores ...................................... 10.0 7.1 7.1 8.7 10.9 11.3 .36 32 33 36 6 48Ilmenite coneentraes ............................ 5.1 4.5 4.6 5.1 8.0 6.8 24 24 26 26 40 37
Rutile concentrates .............................. 4.9 2.6 2.5 .3.6 2.9 4.5 79 74 76 80 76 84

1094 pt. Uranium ores ....................................... 190.0 252.3 276.1 363.6 420.0 421.7 61 65 65 70 75 78
1099 Metallic mineral ores, n.e.c ....................... 10.7 2.6 r27.4 36.5 31.6 17.0 X) (X (x x)10991 Beryllium coentrates ........................... 1.7 2.9 2.8 2.9 2.3 1.5 X) (X) (X) 94 92 88
10992 Tin ores ......................................... 3.1 13.6 21.9 31.1 23.3 11.2 x 100 100 100 100 100



11

2

3

1LM
1331
13312

Anthracite ...............................

Bituminous coal and lignite ...............

Oil and gas extraction products, total .......

Crude petroleum and natural gas ....................
Crude petroleum .................................
Natural gas.....................................

Nonmetallic mineral products, except fuels
4
..

Dimen iam stone, rough .........................

Crushed and broken stone .........................

Sand and gravel .................. .................

Bentonite.................. ....................

KaolJn and ball C1AY ...............................

Clay, ceramic and refractory materials, n.e.c ......

Feldspar ...........................................

Barite (crude and prepared) ........................

Fluorp ar ..........................................

Potash, soda, and borate minerals
5 . . . . . . . . . . . . . .

Phosphate rock ....................................

Sulfur (including elemental) .......................

Chemical and fertilizer minerals, n.e.c ............

"ypsen...................... ................

Ica, scrap, sheet and ground ..................

.1

2.1

1,123.2

1,123.2
1,025.0

98.2

376.7

2.2

2.1

.6

()

2.3

3.5

.1

4.8

14.1

41.6

3.7

23.9

2.0

10.9

2.1

.1

1.9

1,099.0

1,099.0
1,013.0

86.0

r.343.1

2.0

2.4

.6

(z)
2.3

2.6

.1

6.1

15.6

33.1

3.6

20.6

r2.4

10.5

1.9

(z)

1.4

978.4

978.4
933.7
44.7

,56.0

1.5

1.5

.6

.1

2.7

2.5

.1

5.8

13.6

30.2

3.6

17.2

r2 .7

9.1

1.9

(z)

1.8

923.6

923.6
895.2
28.4

1.7

1.8

.6

(z)
2.7

3.0

.1

5.1

14.4

23.9

3.8

15.5

9.0

2.2

(z)

2.4

893.1

893.1
866.8
26.3

337.8

1.7

1.9

.7

(z)
3.0

2.9

.1

5.0

13.4

26.7

3.4

13.9

2.2

11.9

7.4

(z)

2.5

961.5

961.5
939.7

21.8

r267.6

1.7

1.3

.8

(z)
2.6

2.7

.1

3.9

9.8

24.9

2.9

13.6

2.1

6.9

5.1

Standard Notes: - Represente zero. X Not applicable. Z Less than *0.05 million or 0.5 percent. NA Not available. n.e.c. Not elsewhere classified. r Revised.llqNrts for 1963 only do not include native asphalt and bitsews (code 1494).2
IaMpW include wmeganiferous Jir ore (manganeee content less then 10 percent).3
percentages are based um output values estimated on the basis of recovered metals prices rather than at mine.'Imports do not include salt (code 1476) for all years, or native asphalt (code 1494) for 1963 only.

"Lports do not include refined anhydrous sulfate and salt ene (crude) technical. (See code 28197.)

(z) (z) (z)

(z) (z) (z)

8 8 10

9 9 i0
11 10 12
2 2 2

(x) (x) (x)
(x) (x) (x)
(2) (2) (z)
(z) (2) (z)
(z) (z) (z)

5 6 6

(x) (x) (X)

1 1 1

13 11 11

58 6]. 43

13 15 15

3 3 2

12 10 10

(x) (x) (x)

20 23 28

17 39 33

14

1411.

1421

1441

1452

1455

1453,4,9

1456

1472

1473

1474

1475

1477

1479

1492

1493



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 19 6 3 -Continued

Imports for consumption Percent, imports to ne supply
Product Title (million dollars) (onpus ie rf s)code - ot r k

1963 1962 191 1960 1959 1958 1963 1962w 1961 1960 1959 1958

H AL COetWISi-¢tinxed

1.94 Matural asphalt and bttaens ........................ .(NA) .6 .3 .3 .1 .4 4 2 2 1 3
1495 Pumice and pumicite ................................. .3 .2 .2 .3 .2 .3 4 3 3 5 3 6
1496 Talc, moapste, and pyrophyllite ................... 1.0 1.0 1.0 .8 .8 .7 3 5 6 5 4 4
1497 Natural abrasives, except sand ...................... 50.2 51.4 68.9 52.1 63.0 39.6 97 98 97 97 92
1A971 Industrial diamAds .............................. 49.7 51.0 68.5 51.7 62.5 39.1 i) 100 100 100 100 100
1498 Peat ............................................. 12.4 12.9 13.2 13.3 13.6 12.0 69 71 73 73 76 74

1U99 Nfnetallic minerals, n.e.c ......................... 190.9 173.3 179.3 157.7 165.9 136.2 ) (X) () (X) (X)14991 Asbestos .............. . .. .......... ....... 61.7 64.2 58.9 63.3 65.0 58.3 92 93 93 94 94 9214992 Crylite .......................................... 0 .9 1.2 1.7 2.0 2.3 100 100 100 100 100 10014993 Dimonds (for gem soes) ........................ 129.9 102.4 114.7 88.1 94.3 72.4 100 100 100 100 100 100

MeNW CCWDDITI
20 Food and kindred products, total 

. . . . . . . . . . . .
2,120.8 rl,9 ,0 * 9  r,, 7 ,,., 1 6 8 3 1  rl,7 5 4 .3  r1 ,6 1 3 .7  WX ) x ) x)

2011,2013 Meat products
2 . . . 

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

600.2 r46.8 450.0 394.9 483.0 r391.6 4 4 3 3 4 3201 Beef, except sausage sad canned...................37.6 265.3 18.3 143.4 191.2 117.4 5 4 3 3 3 22012 Veal, except sausage and caned ................... 9.9 8.9 6.0 5.8 6.2 5.1 3 3 2 2 2 120113 Lamb and vattn, except sausage and canned ......... 18.3 16.2 13.5 10.9 13.5 5.5 6 5 4 4 4 220114 Pork, fresh or froaen, except sausage and canned.. 13.8 15.3 14.0 14.0 15.9 19.9 1 1 1 1 1 120115 Lard .............................................. (Z) ( ) (Z ) (Z) (Z) (z)
20116,20136 Pork, processed, exept sausage and canned ........ 5.4 4.6 4.4 4.4 2.6 1.6 ((Z) (Z) (Z)20117,20137 Sausage, e=ept canned ............................ 1.6 1.5 1.3 1.4 1.5 1.1 ( R) (Z) () ) (2)20118,20138 Camed meats .................................... 156.2 145.6 140.2 128.2 149.6 166.6 18 17 17 17 19 2220119 Hides, skins, and pelts ......................... . 5 r

6 3
.
4  

61.8 67.9 84.7 52.0 22 15 15 17 19 2120110 Other meat packing plant products .................10.7 02 r7.2 r/6.4 r r 28.0 (x ) (X) (x)201.39 pt. Natural sausage casings ........................... 17.3 15.9 13.2 12.5 10.3 14.4 )(x) x) (x)



2015
20151,3-5
20156

2022;20263

20213
20231
2032,3

2014
20261 ,2,4

203L

2032,3,7
20322
20331,4

20371
20332,3;

20323
20336
20338

2034

20352,3

2041,2,5
20423

Poultry and e gam Pro d ..... .
Hows, tukeys, chicks, and other small game ..
Liquid, dried, and frozen eggs ....................

Butter and anydrous tert ......................

Chese. .. ...... .....ee ...e......

Coentratfd ail 
4

Dry milk p product .................................
Condensed and evaporated milk, n.e. c ..............

Dairy products, n.e.c ...............................

Caned end cured seafood ..........................

Canned and frozen fruits, vegetables, speoialtiess..
Canted soups, except frozen or seafood d ..........

Fruits, canned or frozen; fruit juices .

Camed vegetables ................................

Tomato catsup, sauces, and pastes .................
Jam, Jellies, preserves ......................

Dried and dehydrated food product ct..................

Pickles; otherspickled products; and meat sauces
except tmato .....................................

Flour and meal and prepared feeds°.......... .
Dog and cat food ....... o.........................

1.0
.8
.2

.4

37.3

15.6
.1

1.6

85.5

73.5
.7

41.4

22.2

2.8
6.4

8.0

823.2

11.8
1.5

1.0
.8
.2

.4

36.3

17.4

(z)

(z)

65.8
.7

33.9

20.5

4.7
r6.2

6.2

1.2
1.0
.2

.4

35.6

.1

(z)

r.2.2

66.3

1.5

35.9

18.8

4.5
r5 .6

6.7

24.8

r..
1.6

1.4
.9
.5

.5

31.3

57.9
.8

35.3

14.4

1.2r6.2

5.7

21.6

r2.22.2

1.6
1.0
.6

.4

ri

46.7
.7

26.9

12.2

1l.0
5.9

6.1

21.4

1.2

1.7
1.2
.5

.4

27.3

rl7.,
(Z)

38.1
.4

19.3

12.7
1 . 0

r4.7

5.5

22.0

r..4
1.4

(Z)(z)
(z)
(z)

3

(4)

(Z)

(2)

18

1
(x)

2

2

1
2

2

8

(z)
(z)

(Z)
(z)(z)
(z)

3

(4)(2)

(Z)

18

1(x)
3

2

2
2

2

8

(2)
()

(z)Z)(2)

(z)

3

(4)

(z)

(z)

17

1(x)
3

2

()
3

2

7

(z)
1

(z)
(Z)
(z)

(2)

3

(41)

21

1(x)

2

1

(z)
2

2

7

2043 Cereal preparatima ................................. .3 .2 .2 .2 .1 .1 (Z) (Z) (Z) (Z)

2044 Milled rice and byproducts .......... ; ................ .1 1.2 .7 2.6 .7 .6 () (2) (Z) 1 ()

2046 Wet corn rolling products ........................... 16.2 14.2 18.6 17.2 13.9 12.6 3 2 3 3 3

2051,2 Bread and other bakery products ..................... 10.9 11.1 8.9 9.5 8.1 7.5 () (Z) (Z) ()

Standard Notes: - Represents zero. X Not applicable. Z Less than $0.05 m"I'on or 0.5 percaui.. Kk Not available. n.e.c. Not elsewhere classirlea. r Rev1
llmporti do not include fresh or frozen fish (code 2036). See Major Group 09.
2All Imports of edible offal included in code 20111; Imports of fresh, chilled, or frozen meat which is specially prepared for the retail consumer are included in code
3
le rts for 1961 and earlier do not include sme shipments of horsemeat.4
Iq=ota do not Include ice crea mix (code 20231); are virtually all casein.5
iports of vegetable Juices (code 20335) are with code 2086 and of frozen vegetables (code 20372) are with code 0123. Imports of canned baby foods (code 20321) and

canned specialties (code 20324) are included in more specific classes for canned sous, vegetables, etc.
*Imports Include frozen soups.
'Lgorts do not include canned olives.
*lportn Include some canned olives belousin in code 20331.

I.s

2

(z)(Z)
(2)

(z)

3

(4)
(Z)

18

1(I)
2

1

(2)
2

8

(z)
(2.)

2

az

eW

01W



Table 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 1 9 6 3 -Continued

Imports for consumption Percent, imports to new supply
Product Title (million dollars) (output plus imports)

code Titl1
196 162 160 95 198 %3 %2 1961 1960 199 1958,

MAFACTUEM PItGUCTS--Continued

Sugar and byproduct ...............................

Candy and other confectionery products .............

Chocolate and cocoa product, except confectionery..

Malt liquors and breving byproduct
1 . . . . . . . . . . . .

...

Molt and malt byproducts ...........................

Wines and brandy ..................................

Bottled liquors, except brandy
2 
....................

Beverages, n.e.c..............................

Cottonseed oil sill product. .....................
Cottonseed oil, crude and refined ................
Cotton linters.
Cottonseed cake a e and other byroduts'...

Soybean oil mil products ..........................

Vegetable oil fdl, products, n.e.e ..........
Linseed oil ...... ..........................
Vegetable oils, n.e.c.......................
Other vegetable oil min products .............

Crease and inedible tallov and byproducts ..........

stated and concentrated coffee ...................

Shtenlmg, cooking oils and nargarine ..........
Shortening and cooking oils..................
Other ..................... ..................

2061,2,3

2071;20722

20721,8
20998

2082

2083

2OS4
2084

20853

2086

2091
20911,2
20913
20914

2092

2093
20931
20932
20933

2094

2095

2096
20961
20962

655.2

31.9

20.2

19.4

7.4

68.5

24.8.4

.2

6.5

3.9

2.6

78.2
(M

69.9
8.3

41.8

9.3

13.4
12.8

.6

540.4

25.8

23.6

18.4

10.6

65.5

234.3

.2

3.0

r M~
84

29.6

7.9

17.2
16.5

.7

485.5

21.7

27.2

16.0

9.6

57.8

215.4

.3

6.8

4.1
2.7

.31

15.7
15.0

.8

549.2

20.6

31.0

14.7

9.0

52.9

206.4

.2

5.8

4.1
1.7

17.0

8.8

13.5
12.9

.6

533.9

18.6

33.4

14.3

8.6

48.2

189.8

.2

8.8

3.8
5.1

r 81 7

6.2

24.6

12.6

14.9
14.1

.8

565.2

16.0

27.8

12.5

8.3

44.5

168.7

.1

7.3

3.4
3.9

19.3

9.8

16.9
16.2

.7

23

2

16

24

1

9

29
(2
42

'18

6

1

1
1

Mz

23

2

7

1

6

16

27

(M

2
(M

8
2

26
Mz
35
23

5

MZ

1
2

(M

22

1

8"

1

16

25

()

2

M

24

(z)
31
29

4

1
2

Mz

25

1

16

25

(z)

26

(z)

1
33

1
2

(2

25 27

1 1

9 7

1 1

4 4

15 15

23 21

2 2

4 4

27 28
(M -

34 40
34 30

5 3

1 1

1 1
2 2

(2 MZ



2098 Mae-roeand noodle products ...................... 1.6 1.5 1.2 1.3 1.4 1.2 1 1 1 1 1 1

2099 pt. Food preparation, n.e.c.:
20994 daigpowder and yevt .......................... .4 .5 .5 .3 .2 (Z) (Z) I I (Z) (2) ()
20996 Vinegar and older ................................ 1.0 .8 1.3 .7 .8 .3 2 1 2 1 2 1
20999 Other food preparatione, n.e. ................... 25.8 22.5 23.4 26.0 27.5 25.3 3 2 3 3 4 4

2000 Mcllansous food and kindred products' ........... 5.8 r4 .2  r3.1 rl.9  r1. 7  ri.5 (X) (X) (x) (X (X) (X)

710SAW0 .LWFACTMR

21 Tobacco mnu tsee, total
6 ................

. 3.6 3.3 4.6 5.9 5.3 4.5 (z) (Z) (Z) (Z) (Z) (Z)

2111 Cigaiett . ......................................... .1 .1 .1 .1 .1 () (2) (2) () (2) () (z)

2121 cigars ............................................. 1.3 1.3 2.9 4.7 4.3 3.9 (Z) (Z) 1 1 1 1

23131 Qeving snd s=klng tobacco ad -nuff .............. 2.2 1.9 1.6 1.1 .9 .6 1 1 1 1 () (z)

TETLE MIL PRODUCTS

22 Textile mill products, tota1
7 . . . . . . . . . . . . . . . .  

744.8 r6991 r,,9.9 r 6 2 ..1  r, 5 .2  r.37.1 (X) (X) (X) (x ( )

211- Cotton broadwoven fabrics* ......................... 111.7 Il. 4 74.5 96.5 65.5 50.3 4 3 2 3 2 2222114 .

2262 j Man-made fiber end silk broadwoven fabrics# 9 ...... 57.2 63.6 50.1 65.0 67.8 45.7 3 4 4 6 5 42262&9 Wo fbisad x
223b,4,9 Wool brcedwve fabrics and blankets

1 . . . . . . . . . . . . .  
80.0 75.9 64.5 80.5 65.5 59.7 11 it3. 9 11 8 7

22313,4 Wool fabrics and felts ........................... 79.2 75.2 63.9 80.1 65.0 59.3 11 10 9 11 8 7
23319 Wool blankets .................................... .8 .7 .6 .3 .5 .4 5 5 6 (X (x 2

22411,4 Iaorov fabrics ..................................... 12.8 r1O.. 6 r6.1  r 6 .1  r,.3 r 3 .7 6 3 2 2 1 2

2231,2 Hosiery ............................................ 4.2 5.1 4.3 5.4 5.2 4.0 (2) 1 () 1 1 ()

2256 Knit fabrics ....................................... 6.4 8.7 6.4 3.1 1.3 1.3 1 1 1 1 (Z) (Z)

Standard Notes: - Represents sero. X Not applicable. Z Ue. than $0.05 million or 0.5 percent. NP Not available,. n.e.c. Not elsewhere classified. r Revised.2Isports do not include brewers' grains.2
Iaport do not include distillers, grain sod dried solubles.

3Isaorie do not Include byproducts other than cake and asl.
'Zaports represent minly coconut, pels, olticisa and cantor oil.,
SlAporto cover products primarily in thief MJor g~roup but not comparable to output at zeo detailed levels.
6Data do not include code 2141.
7Dta for knit apparel (codes 225 3,,9) and mIll-ft'icated textjLie products (codes 22118,9,0; 22219) are included in MaJor Group 23.
Percentgegs based on output adjusted to eliminate duplication. (See table lC.)

9laporto are ainly silk fabrics.1 0
Percentages based on finished goods output only, excluding gmr oode to avoid duplication.



Table 28. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit 6
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 19 6 3 -Cotnued

Imports for consumplion Percent, imports to new soply
Product Tite (million dollars) (output plus imports)rode Tit_

1963 1962 191 190 1959 1958 1963 192 1961 1960 1959 1958

TEET MILL PRWOUCTS-Cotinued

2271,2 Carpet. -a28 rugs, oven and tfted ................. 23.6 36.7 .43.9 44.6

2279 Carpets, rugs, and mto n.e.c ..................... 16.7 J17.0 'U 0  r10 7  22 28 6 1
228J1 Yarn., coton, lin-iese fibers and s " 

. . . . . . . .
17.2 Y2 8 5  r 0 1  r 0 7  r* 26 1 1 1 1()()silk .........

22831 Cotto, carded ................................... 9.0 9.7 5.7 4.6 2 r 2 2 2 1 (Z)
22822 Cotton, ocmbd ................................... 2.1 r( Mt r1
22813,4 Mhn-asde fiber and silk yar. ..................... 6.1 2 1 4 2 1.9 1 1 1 1 1 1

•0
2283 Yan, ool ......................................... 23.6 21.7 13.6 14.3 15.4 7.4 5 5 3 4 4 3

2284 Thread ........................................... .9 1.0 .8 .7 .7 .7 M 1 ( M M 1

2291 Felt good, except wvoe" felt aMd bets ............. .7 .5 .5 .6 .7 .8 1 M 1 1 1 1

2292 lame oods ......................................... 7.9 8.7 8.3 9.9 9.1 9.1 14 13 12 16 13 14

2294 Proceed want .................................. 1.2 .8 1.3 6.3 2.1 .3 2 1 2 8 3 (Z)

2295 Costed fabrics, except rubberiad
2 . . . . . . . . . . . . . . . . .  

2.5 72.0 1.3 4.5 1.8 1.0 4 (X) W

2296 TIe cord and fabric
2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

() ( (2 .8 3.4 .3 (2) ( 1 (Z)

2297 Scouring and combing am products ................. 107.1 90.7 93.2 93.0 106.5 69.6 50 51 50 50 44

2298 Core and tbde................................. 53.8 45.3 38.9 35.9 38.1 36.2 28 23 21 19 22 21
2291 Hard fibe' ..................................... 51.6 43.2 36.8 33.6 35.2 33.6 55 47 43 41 39
22982 oftfibers, e xceptcotto. ........................ 2.0 1.9 1.8 2.0 2.4 2.1 3 4 4 5 6 6
22963 Cotton ........................................... .2 .2 .3 .3 .5 .5 1 1 1 1 1 1

2299 Textile goode, .e.c.4 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

217.1 180.8 160.9 135.5 126.2 108.0 W M M (x)



APPAM AND EZAT PIM TS 1

23 Apparel and related products, tot& a
5  

. 4M.4 '374.2 '282.9 '310.0 '272.9 '190.5 (X) (1) (X) (x) (X) (x)

2342 Ooersets and allied products ........................ 8.5 9.0 7.7 6.4 7.1 5.4 2 2 2 1 2 1
23421 Brassiore....................................... 8.4 .g9 ] .7 .2 6.9 5.3 3 3 3 2 3 2
23422 Corst8 and-girdl............................... .. 1 .1 .1 .2 .2 .1 (z) (z) (Z) (z) () ()

2351,2 Hats aud ee, Including millinery ................. .9.6 ' 9 . 6  1g.0 *'10.6 r9 .8  r 8 o4  3 3 3 3 3 2

2371 Fur goods .......................................... 3.6 3.5 2.8 3.2 3.5 2.5 (x) () (x) (x) x) I

23671 Isiathr belts ...................................... .6 .7 .6 .6 .8 .7 () 1 1 1 1 1

23215;
2322,2341, Underwar, night , Including robes and dreaming
236,2254 IO'l ............................................. 10.6 8.6

2384 Ibeand dressing gowns ........ * ................ 2.9 2.2 2 2
23215;2322 Y
2341,2254 Hightwaer and uderwear .......................... 7.7 6.4 1 1

2389 hal. Apparel, n.e. ..................................... 330.2 304.8 3 3 M

23212,

23612, shirts, knit .................................... 8.9 8.2 231.9 258.4 223.1 153.1 3 2 2 2 2

23214 Sirts, woven, men's emS boys' ................... 24.5 21.6 3 3

2321 Work shirts, mn's ............................... .8 .4 1 W23317;2335; 1z
2 1 Drses, blouses, and waist...................... 29.2 28.1 *1 1

2386 leather clothing ................................. 5.7 8.1 9 11
2381,22 9 Glove, n.e.0 .................................... 20.9 24.0 11 12
ba2.,2253 Other ............................................ 217.3 192.9 4 ()

2391,2;
221182,9,0; House furnishings, n.e.c ........................... 15.9 112.3 8.0 7.7 7.0 6.6 1 1 1 1 1 1
22219

2395-7 Embroideries, findings, trimmngs .................. 9.7 12.2 10.0 3.1.2 11.0 7.7 (X) (X) (X) (X) 2

2300 "Lacellaxous textile manuactures, n.e.0 .......... 11.5 r13.3 r12.9 rl.1 9  r8.6 6.1 (X) (x) (x) () (x) ()

Standard Notes: - Represents sero. X Not applicable. Z lesa than W.Ut s-Luon or 0.5 percent. M. Not available. n.e.c. Not elsewhee classified. r Revised.
10utput of code 2269 not included in detersining percentage.
%Isporta for 1958 to 1962 not comparable to data for 1963 or to output data.
SImprte include tire fabric onl'.4

importa consist largely of Jute.
3Importa Include knit apparel (codes 2253,4,9) and mn-fabricated textile products (codes 22118,9,0; 22219). Also included-are exports of textile floor coverings .V

(codes 2271-9), laoe goos (code 2292), padding and uolostery filling (code 2293). and ao miscell.aneo s products (mart of code 2299).



Table 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 19 6 3 -Contnued

Imports for consumption Percent, imports to new supply
Product (million dollars) (output plus imports)
code Title (o____t plusipo___)

193 1962 1961 1960 1959 1958 1963 1962 1961 1960 1959 11958

LUaER AND WOOD PRODUCTS

24 Lusber and wood products, total ............... 6623 r. 0 5 .4  r,3,.6  5 Y7 0  r,,3 2  r44 ,.9 (XI (x) (x) (x) (x) x)
2411,2491 Logs, bolts and pulpwood ............................ 31.2 32.5 34.0 37.8 35.8 36.7 (1) (1) (1) (1) (1) (1)
2421,2426 Sawmill products and, hardwood dimension & flooring.~ 362.1 336.9 312.9 309.6 341.5 265.5 10 30 10 9 9 9
2429 Special sawmil product., n.e.c.

2 .. ................ .  
39.7 31.7 28.2 26.9 25.8 24.3 18 20 19 is 15 16

2431 Millwork products:
24314,5 Wood doors........................................ .7 .5 .4 .5 .8 .6 (M M1 Wz Mz Mz Mz24316 pt. Softwood finished wood modings.................. 6.1 4.8 5.0 4.6 .1 .1 4 3 3 3 () M
242 Veneer and plwood ................................. 146.1 132.2 97.9 1008 127.9 80.9 10 10 9 9 10 924321 Plywood, hardwood ................................ 107.9 99.6 71.7 75:0 .6 27 28 24 2524322,3 Plywood, softwood ................................ 1.0 1.1 .9 .7 J. (z) (2) (z) () 24325 Veneer, hardwood................................. 36.1 30.8 24.5 24.4 291 1. 23 14 MC X) 924326 Veneer, softwood ................................. 1.1 .7 717. 1 1 x) (x) (X)
2441-3,5 Wood boxes, crates, and veneer and plywood
2499;243 containers, and cooperage ........................ . 2.1 .6 .3 .2 .2 .2 1 () () (z ) (Z)
24311-3,7, product., ne.c................................ 74.3 66.3 55.9 56.8 51.2 36.7 5 5 4 4 4 324991 Mirror and picture frame ........................ 1.9 1.7 1.3 1.1 .9 .6 2 2 2 2 1 1
24992,3,5
24311-3, Other wood products, except cork ................. . 54.8 50.5 42.7 43.8 36.9 27.4 r4  r4  r4  r3  r3
7,8;2433

24994 Cork product.................................... 5.2 3.9 4.1 4.7 4.5 3.6 17 12 13 MX Mx 1n249963 IraM~ pressed wood fiberboard...................... 12.4 10.2 7.8 7.2 8.9 5.1 9 8 7 7 a 5

FURNITURE AND FIXTRU

25 Furniture and fixtures'...................... .34.7 32.5 27.5 28.0 23.0 18.1 ) W ) x (0 )

PAPER AllD ALLI PRODUCTS

26 Paper and allied product., total ...... I........1,093.4 rl,09.5. r,,047.8 r1 ,0 5 4 .8 1 rl,0 4 3 .4 r9 4 3 .9 CX) (Z) (X) (X) CX) CX)



2611 Pulp mill products ................................. 329.6 332.6 303.2 305.5 314.7 276.7 31 34 32 33 34 3226111 Special alpba and dissolving wood pulp ........... 42.5 43.3 30.4 39.6 34.0 25.3 17 21 17 21 is 1626112 Pulp mil product., n.e.c ........................ 287.1 289.3 272.8 265.9 280.7 251.4 35 38 37 36 38 37

2621 pt. Paper mill products ............................... 720.6 '729.5 r715.1 r717.2 r696.7 r637.0 18 19 19 19 19 19
0 26211 _ewsprint....................................... 687.8 695.8 686.5 688.7 665.7 615.1 73 72 73 73 74 7426212 Groundwood paper, uncoated ....................... 7.5 7.2 6.2 7.2 4 4 ) 1 2

26214 B ok paper, uncoated ............................ 1.5 .6 r . 7.5 6.6 ( ( ( 2

26216 e p r, I l" p r an tissue stock... n9 3.6 1.2 10.1 r1o.6 r7.1 (Z) 1 1 1 1 126216 Coarse paper ..................................... 11.6 11.9 10.2 10.5 12.6 7.9 "2 2 1 1 2 126217 Special industrial paper ......................... .3 .4 .5 .4 .3 .3 (Z) (Z) (Z) (Z) (Z) (Z)

2631 Paerboard mill products ........................... 6.6 7.3 5.9 5.5 7.1 7.7 (Z) (z) (z) (z) (z) (z)
2641;26213 Coated end glased paper ............................ 2.1 r,-7 r2.1 '3.0 r3.5 r3.4 (Z) (Z) (Z) (Z) (Z) (Z)
2662 kvelopes .......................................... .2 .2 .1 .1 .1 .1 (Z) (Z) (Z) (Z) (Z) (Z)

2644 Wlpaper .......................................... 2.7 3.3 2.7 .3.2 2.8 2.4 8 10 8 (x) () 6

2651,2 Folding and se.-up boxes
5 ..........................  

2.3 2.4 2.2 2.4 2.1 3.4 (Z) (z) (z) (Z) (Z) (z)

2643,5,'7,9 
(Z Z2653-5 Paper and paperboard products, n.e.c ............... 14.6 14.5 12.4 13.0 11.8 9.8 (Z) (z) (2) (Z) (Z) (Z)

2646 Presse ad molded pulp goods ...................... 2.7 3.4 2.9 3.2 2.7 2.1 2 3 3 4 3 3

2661 Building paper ad board
6 . .. . . . . . . . . . . . . . . . . . . . . . . . .  

1.8 .7 1.2 1.7 1.9 1.3 1 (Z) (Z) 1 1 (Z)26611 Insuatir .board................................. 1.5 .5 .9 1.5 1.9 1.0 1 (Z) 1 1 1 126612 Construction paper .............................. .3 .2 .3 .2 .1 .3 (Z) (Z) (Z) (Z) (Z) (

PRINTIN, PUBLIC I G, AND LLIM PRUCTS

27 Printing, publishing, and allied products,
total ....................................... 63.7 54.6 44.6 39.3 34.3 27.7 1 1 1 (Z) (Z) (Z)

27111,3
27211,3, Newspapers and periodicals ......................... 4.2 2.8 2.5 2.3 2.7 2.0 (Z) (Z) (z) (2) (2) (z)
5,7 pt.

2731 Books and pamplets ................................ 38.1 32.0 24.1 20.9 17.5 14.9 2 2 2 2 2 1
2700 Printing, publishing, and allied products, n.e.c.". 21.4 19.8 17.9 16.1 14.1 10.8 (Z) (Z) (Z) (2) (Z) (Z)

Standard Notes: - Nepresents sero. X Not applicable. 2 less than $0.05 million or 0.5 percent. M Not available. n.e.c. Not elsewhere classified. r Revised.1
Total output figures are not available due to lack of data on shipments by jobbers engaging logging contractors and captive logging production by sawmills. The ratio of

imports to new supply is estimated to be between 1 and 2 percent.2
laors do not include excelsior or cooperage headings.b
efore 1963, code 24996 wes equivalent to node 26613.4

Iaports are not ccperable to output; they represent only wood furniture, excluding wood partitions and fixtures. Data on metal furniture and fixtures are not separately
available.

5'1ports include sm boxes of wood, covered or lined.
'Hard pressed wood fiberboard changed from code 26613 to code 24966 in 1963 SIC revision.7IMport, cover products primerily in this major group but not comparable to output at more detailed levels.



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-Contine

Imports for cosumption Percent imports to new supplyProduct (million dollars)code Title (output plus imports)

1963 19621960 1959 1958 1963 1962 1961 1960 1959 1958

8Cbesdeae am An ed xvdo't , tot40. ........ 6.4 (X) C0) 0x) (x) (X)
2822 lkles and chlorine . . . . .. .. 2.3 2.5 2.1 2.4 1.0 1.7 M ( ( ( (z20121 chlrine 1.7 1.9 1.6 1.8 1.2 1.0 1 1 1 1 1 1281 t ................................. .2 .2 .2 .2 .2 (2) ) ( M M M28123 Sodim ydroide ......................... .2 .2 .1 .1 .2 .3 (z) ( z2012 Otu l -lie .................................. .2 .3 .2 .2 .2 .2 1 1 1 1 1 1
215 Zatermediate coa l tar enduat dyes and pigments.. 47.3 41.9 33.4 27.7 31.2 24.3 4 4 3 3 3 32011 cyclic U=t) ne d7.................... .. r r r26.92, r

2  
ri
1 5 8  

r
1

3:
5  

r
1
4
6  

4 32
9

2 5 Sntbtic gamu dy and ..... 20.4 19.2 132 .3 5 6 6 5 5 4
2016 Torgan pigments ................................. 20.8 r 16 4  1 3 4  r1 2 7  r12 12M16 Titanium pigments ............................ 9.3 6.2 3.5 2.4 1.1 .3 3 2 1 1 ( (28162 Otherite opaque pigments ........................ 3.1 2:9 r

2 
(

5 
r
3

(206 IMranic pigments, u.e. .......................... 0.4 3 4 2 4 5.1 5 5 5 5 5 4
208=0-3,3 Mustrial organic chemicals, n.e.c .................. 04.1 r61.2 r 54. 0  53.7 44.0 37.6 2 2 2 2 1 1203.1,2 Miscellaneous chemicals and chemical products . 49.0 44.2 33.2 35.5 35.2 29.5 1 2 1 3. 1 12018 SYiruaatic organic chemicals, n.e.c. (except bulk

Surface agents. ................................. 15.1 17.0 7.0 6.3 4.2 8 2 1 1

22M 7W P o and otrin adsril~ =Zani; s O. 2 23

chemicals, n .e.c ............................... 2138 2 9 245 244
2019 Industrial inorganic chemicals, n.e.c .. ......... 100.0 121.2 1.7 rll8.6  r 133 .2  r. 2 ., 4 4 5 5 528191 SYnthetic amina, nitric acid, and aimr r 5  2  40 2.ccomuds ...................................... 25.3 "26.9 2. r,5 248 Z5 4 5 5 5 6 628193 Sulfuric acid..................................... .6 .6 .7 .8 .5 .4 (W (W (W (M (W (W28194 Inorganic acids, n.e.c............................. .7 .4 .6 .3 .2 .4 (W MZ (2 (M MZ (W28193,6 Alumuumcompounds ............................... 11.8 10.9 12.1 6.7 9.4 4.3 3 3 3 2 3 128192,7 Potassium and sodium coqmds;beachrg wqpise 10.9 12.1 11.3 r

1 ~ 01 91 2 2 2 2 2 228198,9 Inoganic chemicals, n.e.c ....................... . 5 r7.0 3  '6 8.9  r76 .3 r':2 r 7 3 6  7 8 8 9 11 10
202L3-6 Plastics merials, synthetic resins, n.e.c ..... 6.5 7.7 4.1 6.4 4.1 .2.5 MZ Wx WX Wx Wx Wx



2M2

280,4

2831

2833,4

2841
28412,3
28414,

28424

2843

2844

2M5

Syntbetic rubber ..............................

1hn..md fibers and .........................

Biolical products ................................

Medicinal chemicals and pharmaceutical prepemtkus.

Soap and other detergents:'.
Soape......................................
Glceie ....................................

PolishliW preparations and related products ........

Surface active and finishig agents
4 . . . . . . . . . . . .

...

Toilet prepratiocs ................................

Paints, varnishes, lacquers, emmls, and allied

products ....................................

Oms and wood ebesicals .........................

Fertilisers; .......................................
Sperphosphate and other p phatic ateria ....

Mixed fertilizer and Materials ...............

Agricultural chemicals and formulations
5 
...........

MUD and gelatin ..................................
Glue, adhesives, =6 sizes ..................
Glatin, except rsady-to-eat desserts ............

psives......................................

Printing ink...................................

Carbn blacks ......................................

Chemical prepratios, n.e.0 .......................
salt ....

-
.......................................

Fatty acids .. ................................
iscellaneous chemical preparatics, n.e.c ...

r6 .7

'34.4

4.1

45.0

1.0

1.1

4.5

2.1

11.1

.8

10.2

29.3
12.7

16.6

4.2

6.0
.3

5.7

1.0

1.9

(5)

36.4
5.1
.2

31.1

Standard Notes: - epresents s"o. X Not applicable. Z Less thn $0.0.5 million or 0.5 percent.
] exclude cyclic crude, code 2814 (see Codes 3312 and 2911), and semifinished plastics forM
2Represents natural muthol only.
'Isportsl do not include detergents (Nodes 284n,5,6).
t!sportw do not include bulk aurfat, active agents.
'!uorts represent winly pretbhru nd cube root mnfactures.

'6.4

1.6

42.5

.9

2.3

3.6

1.1

11.1

1.0

10.7

28.2
7.6

20.5

5.0

5.0
.5

4.5

.8

1.3

.1

31.6
3.8
.1

27.7

r 5.3

.6

38.7

.8

3.1

2.6

1.1

10.1

1.3

11.4

27.7
7.6

20.1

5.6

6.7
1.0
5.6

.8

1.2

.1

29.4
4.5
.2

24.7

r 4 2 .0

.5

38.0

.7

2.2

1.9

1.2

7.4

1.1

15.7

25.3
14.0
11.4

'.5

4.8
1.0
3.8

.5

1.2

.1

27.6
5.4
.1

22.1

X& Not available. n.e.c.
codes 28211,2 (see code 3079).

Not elssiabre classified. r Revisec.

r5.0

.4

29.1

.6

3.3

1.4

.7

6.3

1.2

14.1

19.5
10.3

9.2

2.6

3.9
.9

3.0

.4

.8

()

23.3
3.4

.1
19.8

2861

2871,228711

28722

2891
28912

2892

2893

29"

2899
2899
2899.3



Table 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 19 6 3 -Continued

Imports for consumption Percent, imports to new supply.
Product Title (million dollars) (output plus imports)
code

1963 1962 1961 1960 1959 1958 1963 1%2 1 1960 1959 198

PETREM AM COAL PRODc
29 Petroleum and coal products, total

1 . . . . . . . . . . .  
780.2 689.7 659.7 677.8(X) () (XW M M ()

29111,2 Gasoline and k er e ............................... 90.6 65.6 45.0 52.1 65.1 100.8 1 1 1 1 1 1

29113,4 Distil.late and residual fuel oil .................... 572.2 578.2 540.5 5.3.5 505.2 499.5 14 15 1 14 13 13

29-116,29926 Lubricatin oils ................................... .3 .3 .4 .3 ( .1(z) (WW (z) M
29118 Unfinished oils .................................... 62.5 57.4 71.8 55.9 64.7 56.3 11 10 13 11 13 12 L"

29115 Liquefied petroleum gases 2 .................. ....... .  
10.9 r( 1  r,. 4  r. 5 3 x) () (x

29117,0; Lubricating greases and other oils, n.e.c ........... 28.1 32.8 4.4 7.7 42.2 40.7 5 6 1 1 MX ) 0

29U9
29A1 p Ashal..........................................1 .2 15.3 1.4 14.1 1 1 1 1 W
2951,2 1 1

2999 pt. Products of petroleum and coal, n.e.e................. .5 .8 .8 .8 .6 .4 X) (X) ( (X)

RUBBR AN M ISCIU3S0I PLASTICS POWCT

30;2821,2 Rubber and miscellaneous plrstrcs products,
total

3 
..

..... ........................... ..... 
135.3 2 2 1

3011 Tres and Inner tubes:
301 1,2,3 Pneumtic tire

3 .
.
......... ... ... . ..... .. ..... ....

26.5 21.8 20.3 19.8 24.9 12.8 ( 1 1 1 1 130124 Inner tUbes 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
1.2 1.0 .9 .7 1.1 .( () (x) WW W

3022be footwear
4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

47.6 52.3 a.7 85.9 47.5 11.5 12 4 19 25 17 5

331 claimed rubber ................................... 1 (Z) ( ( (8) (Z ) (z)
3069,3Y07," Mi cellaneous rubber and fabricated plastics
28211,2 f products, n.e.c.

3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
59.7 51.2 37.0 3,.8 33.8 r 1 .9 1 1 1 1 1 (z)



LEAXE AND I1AER PROWES

31 Leather and leather products, tota.............186.1 r17. 14. 13.r161 '9.187 - ea u otl...... l r .9 141.0 134.3 126.1 89.3 (X) CX) (X) (X) (X) (X)

3111 Leather ............................................. 47;9 r51.1 39.7 40.4 47.8 '31.2 7 7 6 6 6 5
3111,2 Cattle, calf, and kip ............................ 25.5 r29.9 23.5 r 2 3 7  r29.4 r 15 . 5  5 6 4 4 5 3
31113-5 Other.......................................... 22.4 21.2 16.2 16.7 r±6.4 12.7 12 13 10 X) (x) 7

331 Footwear cutlatock 
.... .. ... .. ... . ........ ......  

1.7 1.4 1.6 1.3 .8 .6 1 1 1 (Z) (z) (Z)

3U1 Footwear, Pacept rubber and hose slippers .......... .71.5 70.0 52.6 45.3 37.6 29.0 5 3 2 2 2 1
33411-3 Mno, youth's, and boys' shes, ................. 29.6 (N) (NA) (Nk) (NA) (NA) 4 (X) (X) X) X) x)
31414-6 Wcmns, misses', chIldrenls, and infants' shc-s. 34.9 () (NA) (NA) (VA) (NA) 3 (X) (X) X) ( ) ( )
33417 Other footwear, exept rubber ..................... 7.0 (NA) (NA) (NA (N) (NA) 12 x) (x) x) Cx) (x)

3142 House slippers .................................. 9.1 10.3 7.2 8.0 6.8 3.7 7 7 5 6 5 3

3151 Leather gloves
7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

25.4 25.3 15.2 12.6 8.3 5.1 29 36 22 19 3 9

3161 Luggage ........................................... 10.9 12.4 11.0 11.1 11.7 9.1 5 6 6 5 Cx) 5

3171 Handbags and purses ................................ 11.7 10.7 8.3 9.9 8.4 7.2 4 4 3 4 3 3

3172 Personl leather goods n.e.c ....................... 2.6 2.5 1.9 2.2 1.6 1.1 2 2 *1 2 1 1

3199,3121 Leather goods, n.e.c .............................. .. 5.3 4.2 3.5 3.5 3.1 2.3 4 3 3 2 2

STWE, CIY, AND (LASS PRODUCTS

32 Stone, clay, and glass products, totas ....... 252.0 r 2 55 .1 r 2 2 1 . 7  r 2 4 3 . 3  r 2 4 3 . 9  r 1 7 3 . 9  X) (x) x) (x) x) (x)
3211;32313 Flat glass....................................... 43.9 r5 0 2  r

4 7
.

7  
. r

5
8

0  
34.5 6 7 .7 6 7 6

32311,2,4 Flat glass, except laminated ..................... 43.0 r5O.2 '47.0 r49.4 r56.0 33.4 9 12 12 11 12 10
32113,32313 Laminated ......................................... .9 1.0 .7 .9 2.0 1.1 (Z) (Z) (Z) (Z) 1 (Z)

3221 Glass containers .................................... 2.0 1.8 1.8 2.1 1.3 .9 (Z) (z) (Z) (Z) (Z) (Z)
329;r r rr
32315,6 Glass products, n.e.c............................... 32.8 r33.8 r28.8 r27.2 28.2 r21.6 3 4 3 3 3 3

32292 Lighting and electric glassware ................. 5.9 5.4 4.2 4.0 4.1 2.7 3 3 3 3 3 2
32293 Glass iber....................................... .1 .1 .1 .1 .9 .3 (Z) (Z) (Z) (Z) 1 1
32216 Other glassware, n.e.c ............................ 24.2 r2,.7 r22.5 r2. 21.2 rl5.9 4 5 4 4 4

32315 Mirrors.......................................... 2.5 2.7 2.0 1.9 2.0 2.7 2 3j 2 21 21 2

szandard-Notes: - Represents zero. X Not applicable. Z Less than $0.05 million or 0.5 percent. NA Not available. n.e.c. Not elaeiere classified. r Revised.
1
lqports include code 1494 for 1963 only.

2
Lqports include some cyclic crudes also beloing in codes 3312 and 2814.

3Ijqort of aircraft tires and tubes and of bicycle tubes included in Major Group 37.4
Imports probably Include significant mounts of plastic footwear.

SIq-prts probably omit many plastics products A2ch may be reported under c.c's applying to prodIts other than rubber or plastics.6
.. porto Include footwear cut stock of leather -2.y.7
1 orts are for g.1--a In ehie vaLe of leather;, percentage based on output of all-leather gloves.

8Ilorts d, not Include code 3295, included in Major Group 1.



Table 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 19 6 3 -Continued

Imports for consumption Percent. imports to new supply
Product Title (million dollars) (output plus imports)

code Title
1963 1962 1961 1960 1959 1958 1963 1962 1 1960 1959 1958

I~~ I 16

'STONE, CLAY, AND GLASS PROICTS--Continued

Cement, hydraulic ...................................

Ceramic wall and floor tile .........................

Brick and structural clay. tile
1 

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

Vitreous plumbing fixtures ..........................

Vitreous china table and kitchenware ................

Fine earthenware table and kitchen article .........

Porcelain electrical supplies, and other pottery
products, n.e.c................................

Concrete products
2 
.....

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

Lime ............... ..............................

Cut stone and atone products ........................
Cut granite and granite products.................
Cut stone products, n.e.c .......... _...........

Abrasives products
3 . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Nonmetallic artificial sized grains, powders ......
Nometallio bcnded abrasive products, compounds..
Nonmetallic coated abrasive products ..............
Metal abragivea

3 
...

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

Asbestos products, gaskets, and insulations
5
.........

Refractories....................................

No etalli mineral products, n.e.c..............

Miscellaneous nonmetallic mineral products
6
.........

10.2

23.4

.9

.6

20.8

14.8

27.8

1.2

1.5

15.7
1.5
14.2

27.1
2.1

23.0
1.5

.5

7.9

3.4

6.3

11.7

13.2

19.4

.7

.6

2,4.8

13.6

21.7

.9

1.2

r3.
9

28.2
1.9

23.9
1.6

.7

6.0

72.7

8.7

13,.1

9.2

15.0

.9

.3

21.1

11.7

20.8

.7

.7

10.0
.8

9.2

27.4
.5

25.0
1.3

.6

4.9

r2 .7

6.8

r11.2

10.3

14.5

.8

.4

23.4

13.0

28.3

.8

.9

8.9
1.0
8.0

32.2
.5

29.7
1.5

.5

6.5

6.1

6.9

'13.7

13.8

10.7

.8

.4

21.8

11.6

23.6

.6

1.0

8.4
1.0
7.4

28.4
r.6

r26.2
1.0

.6

4.9

r 3 .,

8.3

r1 9 .0

3241

3253

3251,9

3261

3262

3263

3264,9

3271,2

3274

3281

3201132812,3

3291
32911
32912
32913
32914

3292,3

3297; 3255

3299

1

6

(z)
(z)

31

16

11

(x)

1

4
1
7

5
1

10
1
1

1

1

()

(x)

19.7

.4

.7

5.9
.7

5.2

21.1
.3

19.8
.7
.3

1.9

r2 .1

9.5
r12.7



PRD4UM METAL PROD S

Primary metal products, total ... I............ 1,628.6 1ri, 437.533

331214, 0;
33235;
33136,7;)

33 133.3)

333 Z2
33123,4

33325,33155
33126,33176
3317, 33167
33128,33168
3332

33152

3321
33212
33213
33231,4

3322

3323,3391,
33129 J

3331;33412)

33311,

3341,33

Stancara
'import.

21mpomt

'Imports
SLmports

Imports

Blast furnce, steel mill, electrometallurgical
prodUate

7
...

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

Coke oven blat furnae, and electrometalurgical I
Steel ingots and n shapes............
Hot rolled steel sheet, strip; structural shapes

ind as ...................................
Steel , ................ . ".. .........
Steel pipe end ;:;;...

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

Cold rolled steel sheets and strip ...........
Cold finished bars end shapes .................
Other steel mill products, n.e.c ..................

Steel nails and spikes ..............................

Gray im castings ............................
Cast ion pressure pipe and fittings ...............
Cast iron soil pipe and fittings ..................
Molds for heavy steel ingots ......................

Mallcable fruc castings .............................

Steel castings and forgings .........................

F499.7647.0

72.6
102.3

258.1
51.1

109.4
48.7

3:.8
1.0

42.0

7.7
.6

3.7
3.4

.3

5.8

r416.8

r,,.6

60.6
r146.7

32.3
79.8

r1.1
1.2

36.9

5.9
.2

2.2
3.4

1.2

3-33

r468.1

55.7

r204.8
35.3

77.5

2.5
.8

39.0

5.2
.5

1.6
3.1

1.3

1.7/

r1,485.7

r,-,.3

'100.8
54.2

r25,.6
36.4

r
8 7 . 8

J1.2
1.5
.8

48.7

5.1
.7

1.1
3.2

r 2

.9

r197.5

F47.7

20.3
r77.3

17.7
2P.73

.2
.3

30.3

2.5
.3
.8

1.4

.1

.5

Copper smelting, refining, rolling mill, etc.,product, except wire:9
Smelter products .................................. 165.1 157.5 169.4 187.7 75.4 94.9 21 20 21 24
Refined, rolled, aM dram copper and alloys' .... 126.0 r.21.9 96.3 r180.5 227.3 125.0 6 6 5 9

notes: - Represents zero. X Not applicable. Z Less then $0.05 million or 0.5 percent. NA Not available. n.e.c. Not elsewhere classified.
do not include clay sewer pipe and fittings (code 32591).
represent cement floor end wall tile only.
do not include metal scouring pads.
represent mainly crude lump artificial abrasives.
do not Include gaskets, other than of asbestos.
cover products primarily in this major group, but not comparable to output at more detailed levels.
do not include such coal tar derivatives as benzene and toluene produced primarily from petroleum (see code 29115); however, they do include some cyclic

of code 2814.*Imorts for 1963 and 1962 Include oil country pipe; in 1961 and earlier years this data wa Included in code 3441.
9
Totala not shown became of extensive duplication In output.

lOutput in!Qp es.abtantial duplication.

r70.9
75.7

r192.6

r45.8r 9 3 .5

j8.5
1.7
1.0

40.0

6.4
.8

3.3
2.4

4.9

r Revised.

crudes



Table 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 19 6 3 -Continued

Imports for consumption Percent. impots to new supplyProduct Title (million dollars) (output plus imp )
code TitIR 

(oe19 1960 1959 1958
11963 im196296 1959 J 1958 1963 1962 1961 16 99 1

I PRMARY W= PRODUCT-Continued I I I II

lead smelter and refinery produts: 
1

lead smelter products ................... ........
Reflned lead .....................................

Zinc shelter and refining products .................
Zin meter products ............................
Refined sinc .....................................

Aluminum and aluminum-bae alloys ..................

Nonferrous smelter and refining products, n.e.c ....
PreeioUs -tals

2 . . . . . . . . .  . . . . . . . . . . . . . . . . . . .

Other refined nonferrous etals
3 . . . . . . . . . . . . . .

Aluminum-roiled, dra , exuded, exceyie .....

plate andshe.......... ....
Other

4
......

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

Minl products of nonferrous metals, n.e.c.-
rolled, drawn, or extruded 

. . .
.....

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

Nonferrous wire and cable .........................

Metal powders and paste ............................

3332; 33413
33321
33323;33413

3333;33414
33331
33334;33414

3334;
33417,8;
33527,8)

3339;
33415, 6

-33395;33415
33397;33416

33522-6
33523
33522
33524-6

335 ;3373

3357 pt.
33511,
33i;36996)

33991

.3
63.6

29.8
.2

29.6

75.8

r27

32.0
6.1

22.2
3.7

1.8
44.3

29.0
.2

28.8

163.2

340.0

36.4
303.6

30.6
5.5

22.6
2.5

15.7

8.4

1.7

.7
47.9

29.0
.3

28.7

128.6

r6.2

r2.6

43.5
6.4

32.0
5.1

9.9

9.4

1.5

1.4
62.7

27.7
.1

27.6

91.2

39.3
6.3

28.0
5.0

9.7

1.3

(z)
79.3

34.1
.1

34.0

1U±.3

'286.'7
.3.4

r263.2

40.8
5.9

34.9

rz..

7.5

1.2

.1
83.0

35.7
.1

35.6

117.3

r23,1.6

r 1.1
'22.5

23.9
3.7

20.2

r] 1.4

3.5

.8

(X)
14

9
1

10

10

C(€)

62

2

43

W
2

(Z)

2

133

13

0
10 1

40

Wx
58

2
3

2

3

Wz

I



FABRICATED MAL PRODUCTS

34 Fabricated metal products, total
7 
............ 189.2 r189.5  r 163 .8  r 1 7 5 .4  r17,.4 r... 5  (X) (X) (X) (X) (W) (X)

3421 Cutlez7 ........................................... 19.7 11.6 9.6 10.2 9.3 8.2 8 5 5 6 5 53421 Cutlery, scissors, shears, etc ................... 16.2 11.1 9.4 10.0 9.2 8.0 is 12 12 12 10 934212 Rasor blades and rasors, except electric ......... 3.5 .5 .2 .2 .2 .2 3 (Z) (Z) () (Z) (Z)
3423 Hand and edge tools, except aws .................. 17.2 'l.7 r 1 . 1  r 5 .0  r1 3 .5  rlO.l 3 3 3 3 3 2
3425 Hand sas, saw blades, and accessories ............. 2.7 2.9 3.0 2.8 2.6 1.7 3 3 3 3 3 2
3429 Hardw're, n.e.c ................................... 8.0 6.8 5.0 5.1 4.0 2.7 (X) (x) (x) (x) (x)
3432 Plubing fixture fitting ouo trim tbrms goos... 2.8 2.9 1.9 2.8 (NA) (NA) 1 1 1 1 (X) ()
3441 Fabricated structural iran and steel ............... 7.0 r9 5  98.9 918.1 917.0 910.4 (2) (x) (x) (x) (x) (X)
34422 Metal window and sash frame

.o ... ...... ........... .  . .
3 .4 .4 .5 1.1 .9 (2) (Z) (Z) (Z) (X) 1

34434,5,7-9 Gas cyl.dere and metal t s...................... 2.9 3.5 2.3 2.7 2.6 '1.8 (Z) 1 (2) (Z) (2) (Z)
34521,2 Industrial fasteners (bolts, nute, screwv, etc.)... 24.8 23.7 15.6 17.8 18.1 10.5 2 2 2 2 2 1

3481;
13315 pt.; Fabricated wire products

11 .........................  
45.1 40.5 37.4 38.8 48.5 30.5 3 3 3 3 3 3

33575
34811,33151 Noninsulsted ferrous wire rope, cable, strand .... 13.3 12.0 10.2 12.0 14.3 7.2 7 6 5 6 7 4
34814-9;
33156-9; Other fabricated wire products ................... 31.8 28.5 27.2 26.9 34.2 23.3 4 3 3 3 4 3
33575

3494 Valves and pipe fittings ........................... 8.4 6.8 (12) (22) (12) (12) 1 ()(x) (x)34941,3,4 Metal valves, except plumbers brass goods ....... 2.7 2.4 1 5 1 8 18 1 1 (2) (2) (Z) (2) (Z) (2)34942 Metal fittings and unions for piping , ..... 5.7 r 4 .4  (1) (13) (13) (13) 1 1 (x) (X) () (x)
V.00 Miscellaneous fabricated metal products. .......... 50.4 r65 .2  1264.1 1259.8 1251.9 1233.6 (x) (x) (x) ( ) ( ) (x)

-St ndir S : - %presents wro. X Not applicable. Z Lss than $0.05 million or 0.5 percent. NA Not available. n.e.c. Not elsewhere classified. r Revised.
'Totals not shown because of extensive duplication in output.2
1%)Orts include platinum group metals only.

3 Vorte afe minly nickel and tin.
4
lsports include bars and rods only.

'Output of code 33573 not available for years prior to 1963; percentages based on output of code 3356 only.
'ISports do not include flexible cord sets (part of code 33576).71MportS include data of codes 33151,7,9 and 33575.
SIqport are not coeparsble to output; do not include transportation, furniture, and miscellaneous hardware item.9
1nolude oil country pipe belonging 'in code 33122.

3"2spot include iron and steel window sash and frames only.11
2POrtB do not include wire springs (codes 34812,3).2
Iport of code 34942 included in 3400 for 1958 to 1961.

"Imports cover products nrinarily in this me.aor group but not comparable to output at more detailed levels



Tabe 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 19 63-continue

i ii1 Imports for coasmp PUCK, imports to ne supply
codet (million dollars) (o*A plus imports)

1963 IM 136 196! .1 1960 19591195 1963 1962 11961 11960 11959 1958

)SI HMK U, VXDT ELEC0

Mbchitn7, er"SPt electrical, total .........

Stem agi tba, tbo-gamstors, od parts..

Mhterbal coietkn Saine, U.e.* ..............

Frm mchinery and equi ....................
14"el trctors- (0=ce7t ocUtractora' Off-ighway),
Cam tra to, etc.; Peru a ttac tam ....

PlatiCng, seed r, and fertilsinch znsz ....
Plan, liters , barrows, ro 1ers, pulverizers,

ad stalk cutters ................................
ftyn vechinar a vowars, except lawn gowrs..

m Sve.rs and pas........................
UrWatuirg Macbtery .........................

Farm eachineY (except tractor) parts a other
farm achlery, U.0.0 ..........................

Costruwtion, afn , ad mterI. handlig
. equIpmet, and part .................

2m tools and part..............
n-.

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

]1U mchInU ..............................Gft , lut an fSl.ishm owhin~zes2 .............

Ri ta ttt~ smobis .....................
Other vetal-cuttig cMOM tool.

2 . . . . . . . .

Farts for natal-cuttig me tins tools ...........

Machine tools, ustalCorain, and parts ............
I

57.3

12.1

12.8

175.2

54.8
9.0

9.5
18.7

.3
"4.7

38.2

30.7

33.4
3.1
1.0

8.8
2.2
9.8
7.4

11.7

6.0

8.3

150.9

52.4
8.6

8.4
15.5

.3

65.7

2.4

11.3

114.1

34.7
5.7

5.3
9.5

.3

58.7

11.6

22.7
2.5
1.4
.9

7.8
2.6
7.5

(NO)

9.8

4.0

8.7

134.7

"6.2
6.7

5.5
10.3

.4

6 5.6

12.1

26.3
3.5
1.7
1.5
8.5
3.1
8.1

(NA)

9.4

5.8

4.6

169.1

52.1
4.1

10.8
7.6
.4

94.1

WN)

23.8
3.3
1.6
1.4
7.3
2.2
7.9

(NA)

8.7

r2 7 7 .6

.8

3.8

122.3

29.3
3.2

7.6
3.7

.5

78.0

(WA)

17.7
3.5
1.0

.7
4.1
2.1
6.3

(NA)

10.5

tx)

(2)
(z)

4
4

6
15(z)

7-

(I)

3
6
3
3
4
2
4

(x)

35

3511

35191-6

3,=
35222,8 pt.

35223 pt.
35224 pt.

Y=6 pt.
35227
35225 pt.
35228 pt.;
35M2

3531-7

3541

35412
35W3
3541
35426
35414,8
35419 Vt.



3,1,2 SM. cutting tools for mta3lvckg MIciaEr,
nd eio masur ..................... 7.6 7.2 5.4 5.4 5.3 3.3 1 1 1 1 1 135451 Sml cutting tools for mortalorkbg GMChIUy.. 6.1 5.8 4.4 4.3 4.2 2.7 1 1 1 1 1 (X)355 Precision meamaS tools ............. t.......... . .5 L4 1.0 1.1 1.1 .6 2 2 2 2 2 1

35M rood Fo& S machiney ............................ 14.1 ro.1 '8.4 r6. 1  r 3 .1  3.5 3 2 2 1 (x) ()
3552 Txtile inery a d parts ........................ 38.3 40.4 35.4 28.1 20.6 12.7 7 7 7 5 5 4

3553 Woodorking machinr a part....................... .5.3 4.8 4.4 4.9 1.5 1.3 2 2 2 3 1 1
3554 Paper Indtries echinery and parts ................. 12.9 6.9 3.7 4.9 3.4 3.7 4 2 1 1 1 1

3MMA5 Pitnmhinry adparts........................ 23.5 21.1 20.4 20.0 16.4 15.3 6 5 5 5 5 535551 Printing pres"ss................................. 16.4 14.4 15.5 15.4 1.2.3 11.6 11 9 11 12 10 n135552 Ot Trinti rades ........ 7.1 6.7 4.9 4.6 4.1 3.7 3 3 2 2 2 2

35 Seftcial indntry mchimar ....................... 23.7 26.9 r2.2 r13.7 7.6 5.t (x) (x) ( ) (x) (K) ()

3%21,35%6 } p Ws I ... ............................... 9.2 6.7 5.4 6.3 (a) (a) (Z) 1 (Z)) ()

35614 Air and gag co~resors, cpt refrigeration... 2.3 2.0 1.3 1.5 .9 .4 1 1 (Z) I (Z) (Z)
3616 Parts sa &ttac ts for air cresor ........ 3.4 f 1
3%n,2,3,5;1 Domstio ater system and pmp and puepin 4.7 4.1 4.8 (a) (,A) () (Z) 1 (3x) (X)
3506;39991 J equiemt, ecept oil and gas coqpreesors ... 3.5 1 . (Z))

36%n,2,4 Sall and rol.le bearing, tot IMts .... ......... 19.4 16.3 10.1 10.2 10.4 2.8 2 2 1 1 1 (Z)

3569 Osasral Inustrial machinery, n..c. .............. 6.8 5.6 4.8 3.7 2.9 2.7 1 1 1 1 1 1

3571 Cmtin and related mch"Ns .................... 56.2 46.9 37.9 37.8 25.9 15.6 3 3 3 3 2 2

3M2 Typeriters a parts .............................. 34.0 33.3 33. 26.7 22.5 2.0 11 12 14 11 10 10

3 Orice mam, M.0.7 ......................... 10.0 r6.0 3.7 r4.1 3.6 2.3 (x) (x) (x) () (x) (x)
3M00 McelMamcs inery, n..c................... .35.4 r4.1 r33.5 (.) (x) () (x) (x) (x)

Stsndard Not. - rprm mts sero. X Not applicable. Z Lass thn 40.05 million or 0.5 percent. VA Not available. .e.c. Nut elswem classified. r Rerlee.
XReta f'or parts fr internal cosetioc engines (code 35197) are included I mp€ 37. leports Incl fre exti sher (code 3 999).

0tp include bose zrh setal-cutting uchna tools in cde 3U18, rsbo it tools in code 35419. leports include thee In the individual 5-4ti lines 35411-.
Z~orts for each of the classes 34-.14 Include peT.a for the years 1958 to 1961. Code 35413 also includes imports of parts for 1962 and 1963.

3ftqorts Include rook drillng tips (part of code 3531) and spacial dies sod pmees (part of code 35441).
'Imports incine shoe, tobacco, glass, a. rtics, and rubber mhJi ery only.5
2qorts represent ly w ra -. ". acbgg McinaY (ecept for tobacco or cady) A oentrifgal machines other then cream separators.
IMp-orts do not Incloe mdAvM.meO types or machine, such as coin-h1iUg machines, eotti booths, etc.7
lepcrts are nwt comPleteY v.sarable to output; represent -4-1l office dictatingm recording geching.

'IMWort ame Vroats perIxMIl In the ajor Cla but not comparable to output at mae dstalsed levels.



Table 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit .
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 19 6 3 -Continued

Imports for consumtion Percent. imports to unw supply
Product Title (million dollars) (output plus imports)code -ile(-p -is -ls

1963 1962 191 190 1959 1958 1963 1962 1961 1960 1959 1958

mC, AL MhKH1WX, EWTWI, AND SUM=
36 ELectrical mchinery, equimet, and supies,r

total...................................... 514.8 r42.1 r33.1 r17.1 2.91., 2.6..) (x) (x ) ()
3611 Electrical measuring instumnts .................... .16.0 16.3 7.7 9.4 (KD) (EL) 2 2 1 1 ( X)

3612 Power distribution 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 parts ..................... 10.0 16.2 16.5 12.6 13.6 10.0 1 1 1 1 1 1 L-1
3623 Welding apparaus .................................. 1.0 1.0 1.2 1.0 (Z ) (Z) (K) (X)

3624 carbon and graphite products......................... 4.3 3.2 2.6 2.5 1.2 1.4 2 2 1 1 1 1 '
03631,4,9 Housaehold equimnt an applies, n.e.c,.............12.5 10.7 10.3 8.5 NOL (YA) 1 1 1 1 WX (I) 11-36342 Electric r ra .................................. 7.1 7.7 8.6 7.3 (( () 13 14 13 13 X1 ) '

3632 Household refrigerators and home and farm freezers.. 5.7 4.4 1.6 .9 (NA) (NA) 1 1 (Z) ( K) )
3633 Housebod laundry equient

1 . . . . . . . . . . . . . . . . . . . . . . .  
4.0 1.7 .8 .1 (A) (NA) ( x) (X) ) (x x) x)

3635 Household vacum cleaners and parts ................. 2.1 1.6 1.3 .4 .1 .2 3 1 1 ( (Z) (Z)
3636 Seving machines and parts ....................... 42.6 43.8 38.6 34.8 4.0 33.6 34 27 22 21 26 26
3641 Electric la (ula) ............................. 10.7 10.0 10.2 9.2 6.9 6.4 4 2 2 2 1 2

3642 Lightingixture ................................... 1 .9 1.8 7.8 7.0 3.0 2.4 1 1 1 1 (z )
3651,3662, Radio, phonograph, and television apparatus and3671-9 electronic equpmt. .............................. 275.6 252.5 188.8 138.3 78.3 30.7 2 3 2 2 1 1
3651 Radio and television receiving sets ............... 184.5 173.4 12.6 104.5 (E (E 8 8 8 6 X)
36511 Household and autm3mohie radia an radio.

phonograph co-inat a ...... ................. .97.7 94.5 76.3 (L (k) 15 17 18 16 x)36512 Household television 226ce e.s .............. 2 6. ) ( 2 1 ( W X)36513 Other audio equipment adaccessories ............. 64.2 597 442 26.3 (NA.) (EL) 13 10 8 6 WX WX



3662,3679,
3674 Other radio, television, etc ..................... 63.0 52.7 28.4 20.8 (N) (NA) 1 1 (Z) Z) ( ) ( )

3671-3 Electronic bes, except I-r$ ................... 28.1 r26.4 r17.8 r13.0 (A) (NA) 3 3 2 2 () ()

3652 Phoograp records .................................. 3.3 4.3 4.1 3.7 3.6 3.0 2 2 2 2 2 2

3661 Telephone and telegraph apparatus ................... 16.4 13.2 13.3 U1.0 7.8 4.0 1 1 1 1 1 (Z)

3691 Storage batteries ................................... 3.7 3.5 1.9 2.0 1.5 1.1 1 1 () (Z) () (2)

3692 Pri ary batteries ................................... 6.8 5.8 4.5 2.5 1.7 .7 3 3 3 2 1 1

3693 X-ray and therapeutic apparatus .................... 6.3 r4.9 r,.4 r2.9 r2.0 r1.9 5 2 4 3 2 3

3600 Kiscell electrical machitnery ................. 73.0 r72.9 r61.9 r63.8 r121.2 r97.5 (X) x) CX) X) (X) (X)

TIANPORTATION EWIPPM

37 Tmraorttlon equipmnt, total .............. 747.7 r707.6 r575.9 r7, .5 r933.7 r659.9 (X) x) Cx) CX) (x) (X)
373717; Motor vehicles and equimnt

7 ............ ....
.
...... .

5.9 5.9 370.3 599.5 813.7 536.1 CX) CX) (X) (X) (X) (x)

37171 Passenger Care .................................... 445.0 421.4 306.6 513.7 734.9 487.0 3 3 3 4 6 5
37172 Trucks ............................................ 17.9 14.2 11.2 28.4 25.7 17.8 1 z) 1 1 1
37173;3713 Motor coaches, fire department vehicles, track

sad b bodies ................................... 2.6 2.3 1.5 1.0 1.0 1.0 () () (z) (z) (Z) 1
3797; Motor vehicle parts accessories,, n.e.c ........ 96.4 68.0 51.0 56.4 52.1 30.3 CZ) C) (Z) (Z) (ZI (Z)
3722.1-3 Aircraft, compltes ................................. 26.0 54.7 82.2 6.7 16.3 32.7 1 2 2 Wl) (Z) 1

372;a
72
3
;  

Aircraft parts, n.e.c ............................... 68.0 74.7 67.6 55.5 51.8 45.9 2 1 1 1 1 1
31722,2,5 Aircraft engliess ................................. 4.2 10.5 16.3 8.9 7.5 6.0 CZ) 1 1 1 1 Z)37224,8; a

7291;3723; Aircraft par-ts, n.e.c............................ 63.8 64.2 51.3 46.6 44.3 39.9 2 2 1 1 1 1

Yn3; Ships and boats; nmIltary ........................ 6.9 6.9 8.2 8.3 7.7 6.4 1 1 1 1 1 1

3751 Motorcycles, bicycles, ad parts
0 
.................. 79.7 63.0 45.9 48.9 43.1 37.5 33 31 27 28 24 26

3700 Transportation equmnt, n.e.c.
1 ....................  

5.2 2.4 1.7 1.6 1.1 1.3 Cx) X) Cx) x) X) x)

Standard Notes: - Represents zero. X *,t aplicable. Z Less than *0.05 million or U.5 percent. NA Not available. n.e.c. sot elsewhere clsified. r Revised.
'Importa are not coarable to output; represent electric vashing machines only.
21eports include other miscelaneous television appar t for years 1961 and 1962.
3Iiports include television tube parts (part of code 36795).
41sports Ioclude diaostic apparatus (part of %Iich my not belong in code 3693).
'lipor-a cover prodc ta primarily In this major gr but not COMable to Outp at more detailed levels.
*ba include internal c tion engine parts be1oing in code 35M97, and aircraft tires and tubes and bicycle tubes (part of code 30 L.); do not include comat vehicles

(code 371.74).1
,apur"s do not Inclde cbat vehicles (code Y7174).

Glaports Include new and used.
9I 'tae include aircraft tires md tubes (part of code 3011).

2O2:orts include bicycle tubes (part of code 301).1 1
Iic rts cover products primarily Sn this mao grp but not comparable to outpt at amr detailed levels.



Table 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC Commodity Groups: 1958 to 19 6 3 -Continued

lamb for Cnsumti Percent. Imports to a*e swy
NOWal Title (million dols) NW plus imports)Code -. __ _

1963 1962 1961 1960 1959 1958 193 1962 1961 1960 1959 1958

INSI83fNS AND FMA1M PrdOU=T
38 Irr, t a-.s OWn related products, total ...... 225.0 '232.7 '11.1 r17 5 1  r,,, 7  r. 3 2 2  ( (x) (x) (x)
3811 ; Setific qd mcbanical sau.-.v instrumnts36=1-3,6 J ect e )............................ .6 28.2 .2 13.3 10.9 8.4 1 i 1 1 (z)
3831 Optl In t and Ian 

. . . . . .. . . . . . . . . . .. .
. 29.9 26.5 24.9 24.7 23.6 19.2 10 13 13 14 14 143841 Surgical and medical i itrmnta end aparata 8.4 7.6 5.0 3.6 2.8 2.5 3 1 3 2 2 23851 Ophtbalic goods ................................... 14.4 11.0 8.5 7.1 6.1 4.0 6 5 5 4 3 2

1 , -t-otoprhic Oq'nt and aqpUea
2 . . . . . . . . . . . .. . .  

76.0 78.4 59.5 54.9 (M) ) 5 4 4361 still picture equimnt
3 .... .. ............. .....

. 3 ' 1 7 1x )
3861 ateio, pictureW a p t..................1 11. 75,: 5 4.6 3.2 1 8 1 4 M 238615 Photopapic semsitized film en lt..........24.4 23.6 16.6 15.0 13.6 10.1 4 4 3 3 3 2SeAnitised photogaphic paper and clotb:3ft16 Sil;Mr halide7 ........... .38617 S • 

.  . .. ... .. ... ...  
10.0 8.3 7.0 6.5 4.0 5 6 5 4 4 336cpt silver allide 

........ ... ...... ....... ...
. .4 .3 M .3 ((Z (Z ) M ( z) (38618 Prepared photographic chemicals .................. . 1 .2 .2 .2 .1 .1 (Z) (2) (2 (Z)

3871 Wtches and clocm ................................. 69.0 67.7 59.3 62.6 65.8 53.6 15 14 13 14 15 16381 Clok ....................................... 7.5 6.0 6.3 6.2 5.9 5.0 4 3 3 4 4 438714,5 Wtches and atc nd clock .p ............. 61.5 61.7 53.0 56.5 59.9 48.6 (X) ) x x M38 i*tch cae ....................................... 3.9 5.6 5.1 5.3 5.4 4.6 12 1s 18 16 ) 143800 MiaceLmO cs insruments and related produced,
.e.
1 0 ................. ........................ 

1030 r 3 6  ' 6 '.6 r27 (x) (x) x) () x (x)

MSCZuAJIVoe IW41ACTM

39 miscellaneous isn factyre, toR a.............440.3 418.0 r350.9 r351.4 r333.6 r82 (x) x) ) W x)
3922,2;3961,e2; en .aewelers finding and Mteriae 33.6 41.5 40.8 34.4 28.1 20.4 5 6 6 5 5 3



33 pt.

391

39141
3914

3932
39311
39322
3931
39314

3941

3942

3949
39491
-39492

3951

39521
39522

3962

3963

3964
39641
39642

DISMers, cut or polished ..........................

Silverware and plated are .........................
Silver -e, platedware, and stainlexx ateelvere..

atwrs ..................................

lmls - smtuffed 2 ..............................

J .Icae . .........
. . . . . . .

organ U .......... ..............
Piano organparts ..................
Other muical instruments and parts .........

Gams and toys, ne.c..........................

Dolls end stufed toy anils ....................

Sporting and atletic goods, n.e.c.................
Fishing tackle and equik-innt.......... o........
Other sporting and athletic goods ..............

eo.n nd mechanical pencils.....................

Lead pnils d art goods ........................
1ad peWIs and CaCMes ......................
Artist' maoia..........................

Feathers, pimws, and artificial flowers ....

Btuttoue........................................

Needles and fasteners...........................
Zippers and slide fasteners ...................
Needles, pins, festeners (except slide), and
similar notion ............................

107.2

24.9
8.5

16.4

21.0
1.9
2.2

.7
16.2

43..

26.5

39.8
14.3
25.5

.6

2.6
1.6
LO

43.9

6.3

9.2
.2

9.0

103.4
r2,.4

10.9
r12.5

1.6
3.3

"7
13.8

41.4

20.0

34.7
12.2
22.5

.6

2.8
1.7
1.0

6.5

9.2
.2

9.0

91.5
r16.,

9.9
6.9

rie.O

1.0
4.0

r .7

34.1

12.1

29.1
11.6
17.5

.6

2.2
1.3

.9

5.0

7.8
.2

7.6

91.6 105.4

r2 3.2  r2 0 .910.1 rlo.o
r13.1 10.9

r1 7 .6  r1 9 .4
1.1 .7
3.4 4.1

r12:6 r.:5.

34.7 32.1

9.1 5.5

26.8 25.1
10.2 10.7
16.6 14..

.6 .6

2.1 2.0
1.2 1.2
.8 .8

r. 9 . 8  29.1

4.8 4.7

7.1 6.7
.2 .4

6.9 6.3

Standard Notes: - lepresenta sero. X Rot applicable. 2 Loss than $0.05 million or 0.5 percent. 14 Not available. n.e.c. Not elsewber classified. r Fevise.
lIncludes es optical photographic equipment such as projectors and slarler (part of codes 38611-3). DOput of code 1941 Is not =rcluded in determining percentages.2
1qxirt of sm optical photographic equipment included in code 3831.3
1qlorte include sme motion picture (part of code 38613) and copying (pert of code 38612) equipment.

Value of imports for 1958 and 1959 rot coparable to later years.5
Iaporta include office copying mchine only.

'Iqiorts exclude aerial cameras and gum cameras.7
qIorts represent paper only.

Imports include cloekvork inchanisme.
:Imports represent watches and match noveents; timekeeping, measuring, or indicating devices, or instruments; etc. Percentages not calculated because of substantial

duplication in output.t
*Lqports cover products primarily in this major group but cot coparable to output at more detailed levels.

"
1

Include sed rebuilt instrtm .1 2
1sporte of tarts of ors, other than pipe organs, included in code 39312.

83.0

r17.7

r9.3

r 1 2 .6
.4
.9

25.7

3.1

15.4
6.9
8.5

.3

1.4
. 9
.6

3.8

5.3

5.3



Table 2B. Value of U.S. Imports and Percent of New Supply Imported, for 5-Digit
(or Combinations of 5-Digit) SIC. Commodity Groups: 1958 to 19 6 3 -Continued

imports for consumption Percent, imports to new SUPPlYmillion dollars) (Output plus imports)Pode TitlecdM IM M CRES-ontinued 1963 1962 1961 1960 1959 1958 1963 1 1962 1961 1960 1959 1958

3981 Broom andbruse.............................. 5.7 5.1 4.0 3.7 3.2 2.5 2 2 2 2 1 139811 Broom ........................................... .9 .9 .8 .7 .6 .5 2139822,3 Brushes .......................................... 4.8 4.2 3.2 3.0 2.6 2.0 2 2 1
3982 Ham surace floor covering ........................ 3.8 4.3 2.8 2.3 2.2 2.0 2 3 1
3983 Ohtehes ............................................ 1.2 1.0 1.0 .8 .8 .8 2 2 2 1
3984 Cadles ............................................ . 1.9 1.8 1.3 1.3 .9 .6 4 5 32



3992 Furs, dressed or dyed .............................. 8.6 8.3 5.3 6.7 4.8 1.4 (x) CX) (X) x) Cx) x)
3995 Umbrellas, parasols, and canes ..................... 4.5 5.7 3.6 3.9 4.4 3.6 12 14 8 10 Cx) 9
3900 Miscellaneous mnnufactured products, 40.9 37.7.. 556Cx)6. F- 3.7 281

0

ORDNANCE

19 Ordnance, total .............................. 19.2 17.9 14.5 15.1 14.0 9.4 x) (x) Cx) Cx) (x (x)

19251; 1961;
19291,2; Amimnition, including guided missiles and
3 7 2 92 '' components, n.e.c ................................. 4.0 3.5 3.3 2.1 1.6 .9 X) CX) CX) (x) Cx) Cx)

1951 Small arm, 30= and under ......................... 15.2 14.4 11.2 13.0 12.4 8.5 9 8 7 11 () 9

MANUFACTURED CCMWITIES, UNCIASSIFIrD

3X Janufaetured ocmmoditles, unclassified
2 
...... 214.9 176.2 172.8 165.7 150.9 120.0 (X) Cx) Cx) Cx) Cx) Cx)

Standard Notes: presentss zero. X Not applicable. Z Less than $0.05 million or 0.5 percent. NA Not available. n.e.c. Not elsewhere classified. r Revised.
IImports represent products primarily in this maior group but not comparable to output at more detailed levels.2
1Iporta primarily represent nmufactured r-1, cities not asnignable to a single 2-digit major group; they include imports under $100 and on informal entries, under $250.



Table 4B. 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 19623

Imports for imports for P
consumption Percent imports consumption ecn mot

SIC SIC commodity group (million dollars) to new supply SIC SIC commodity group (million dollars) to new supply
code code c y( d

193 1962 1963 1962 1963 1962 1963 11962

AGRICULTURAL CCMDIT

Field crop fibers (mainly sisal and
abaca) ................................

Fresh fruit and tree nuts:
Bananas and plantains ................
Edible nuts ..........................
Copra, kola, and coir ................

Carpet wools ...........................
Animal specialties:

Silk . .... ...... ........ .........
Persian lamb and caracul furs,
undressed ...........................

Farm products, n.e.c:
Spices, raw coffee, cocoa beans,
tea, etc.......................

FMMSM CCNDIT=

Gum and barks (ccuplementary) ..........

Fcrest products, n.e.c .................
Crude rubber and allied gum ..........

FIS COMMODITIES

Fin fi h ............................

Shellfls h.........................

32.4

83.1
51.4
39.5

65.8

27.2

18.6

1,185.7

22.8

209.3
201.3

0119 pt.

0122 pt.

0139 pt.
0193 pt.

0199 pt.

0840

0861

0912,
2036 pt.
0913,
2036 pt.

28.7

78.6
46.5
47.3

48.9

26.8

16.8

1,217.3

22.7

240.1
232.1

154.8

155.0

2031
2061,2,3
2084
2085

2093

22313,4,9
2279

2297
2298
2299

2381,2259

2421,2426

2429
2432

2611
2621 pt.

3021

3151

3253
3262
3263

MANUFACTURING COaa5DITIES

Canned and cured seafood ..............
Sugar and byproducts.................
Wines and brandy? ...

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

Distilled, rectified, blended liquors
(except brandy)

8 
...

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

Vegetable oil mill products, n.e.c.
9 

...

Wool broadwoven fabrics and blankets.
Carpet, rugs, and mats, except woven
and tufted.......................

Scouring and coming mill produts.
Cordage and twine .....................
Textile goods, n.e.c. (mainly Jute
bagging, burlaps, etc.) ...............

Gloves, fabric .........................

Sawmill products and hardwood dimensio
and flooring .....................

Special sawmill products, n.e. c...
Veneer add plywood .....................

Pulp mill products
2 . . . . . . . . . . . . . . . . .

Paper mill -,roducte
I1 
...

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

Rubber footwear
2 

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

leather gloves
1 
......................

Ceramic wall and floor tile ...........
Vitreous china table and kitchenware...
Fine earthenware table and kitchen
utensils ............................

85.5
655.2
68.5

248.4
78.2

80.3

16.7
107.1

53.8

217.1

20.9

362.1
39.7

146.1

329.6
720.6

47.6

25.4

23.4
20.8

14.8

87.8
540.4

65.5

234.3
67.8

75.9

17.0
90.7
45.3

180.8

24.0

336.9
31.7

132.2

332.6
729.5

52.3

25.3

19.4
24.8

13.6

142.3

163.5



Iron orer and concentrates
2 
I .........

Lead and zinc ores .....................

Bauxite................................

Manganese ores and concentrates ........
Ferroalloy ores and concentrates
(mainly chrodum)

4 
................

Titanium ores ..........................

Uranium ores ......................

Crude petroleum and natural gas ........

PluorsPar...........................
Potash, sofa and borate minerals

5 
......

Sulfur (including elemental) ...........

Gypsum. . ............................
Natural abrasives, except sand .........
peat. ............................
Nommetallic minerals, n.e.c ............

323.2

55.1

118.3

67.6

26.2

10.0
190.0

1,123.2

14.1
41.6
23.9

10.9
50.2
12.4

198.9

324.7

61.7

124.9

66.2

30.8

7.1
252.3

1,099.0

15.6
33.1
20.6

10.5
51.4
12.9

173.3

3264,9

3331,

33512,

3332,33413
3333,33414
3334, "i
33417,8 *?
33527,8 J3339,
33415,'6

3572

3636

3751

3831
3871

3913 pt.
3914
3942
3962

Porcelain electrical supplies, and
other pottery products, n.e.c ........

Copper meltinea andreien products;
rolled, drank and extruded prcducts...
Refined lead

5 . . . . . . . . . . . . . . . . . . . . .

Refined zinc" ......................

Aluminum and al-umm base ally .....

Nonferrous melti and refining

products, n.e.c.
1 

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

Typewriters and parts
2 . . . . . . . . . . . . . .

...
Sewing machines and parts

, 2 
....

. . . . . . . . .

Motorcycles, bicycles, and parts.

Optical instruments and lenses .........
Watches and clocks ...................

Diamonds, cut or polished 'a ..........
Silverware and plated ware ............
Dolls and stuffed animals .............
Feathers and plumes and artificial
flowars...........................

27.8

291.1
44.3
28.8

163.2

340.0

34.0

42.6

79.7
29.9
69.0

107.2
24.9
26.5

43.9

21.7

279.4
47.9
28.7

128.6

336.2
33.3

43.8

63.0
26.5
67.7

103.4
23.4
20.0

4.1

Standard Notes.: Nk Not available. n.e.c. Not elsewhere classified. X Not applicable.
'Comodities show are mainl complemntary (see table IA) and represent part of 4-digit SIC ccodity classifications.
2A substantial volume of this cmodity group is also exported (see table 4).

3Dak .uz~tidganiferus iro ore (zunganese content less than 10 percent).
Percentages based on output of chromium and molybdemn ores only.

5Imports do not include refined anbydrous sulfate and salt cake (crude) technical. (See code 28197)..
'Output data not available; percentage in 1958 we 81.7
Percentages are based on output which contains substantial duplication.

8'mports do not include distillers' dried grains and dried soluble; percentages are based on code 20853 only.
9Imports rpre ent mainly coconut, tung, oticica , and castor oils.
"Imports consist mainly of red cedar shingles and shakes; they do not include excelsior or cooperage headings.
Ulmports do not Include code 26213.
lImports probably include significant amounts of plastic footwear.
"Output represents all-leather gloves' imports represt gloves in chief value of leather.4

PercentageB are not calculated because of duplication involved in combined output figures; minimum percentage, 20.
"Percentages do not reflect significant amount of toll production.
lSImport represent mainly platinum metals and tin.
"?Percentages based on new supply vhic contains significant amount of duplication (value of imported movements included in output data).
"Imports represent mainly cut diamonds.

10

"(14)

16,

9

39

12

27

31

13

14

68
10
9

45

0

01

flowers ...............................

r I



80 STEEL IMPORTS

Major U.S. industries for which import accounted for 15 percent or more of
new supply in 19681

Imports, 1963

Industry Value, Percent of
millions of new supply

dollars

Agriculture: Farm products, not elsewhere classified (spices, coffee, cocoa,
tea) ----------------------------------------------------------------------- 1,186 100

Fisheries:
Fin fish ----------------------------------------------------------------- 142 40
Shellfish ----------------------------------------------------------------- 164 50

Mining:
Iron ores and concentrates ----------------------------------------------- 323 32
Lead and zinc ores ------------------------------------------------------- 5 5 24
Bauxite and aluminum ores -------------------------------------------- 118 87
Manganese ores and concentrates --------------------------------------- 68 94
Tungsten ores and concentrates ----------------------------------------- 2 18
Mercury ores and metallic mercury ------------------------------------- 7 65
Titanium ores ---------------------------------------------------------- 10 36
Uranium ores ------------------------------------------------------------ 190 61
Fluorspar --------------------------------------------------------------- 14 66
Potash soda and borate minerals ---------------------------------------- 42 17
Sulfur ------------------------------------------------------------------- 24 19
Gypsum ---------------------------------------------------------------- 11 22
Mica scrap and sheet; ground mica -------------------------------------- 2 18
Natural abrlves, except sand ----------------------------------------- 12 197
Peat --------------------------------------------------------------------- 12 69

Manufacturing:
Canned and cured seafood ---------------------------------------------- 88 18
Sugar and byproducts -------------------------------------------------- 655 23
Wines and brandy ------------------------------------------------------ 69 16
Distilled, rectified blended liquors ------------------------------------- 248 21
Vegetable oil mill products, not elsewhere classified (coconut, tung,

oittlla, and castor olls) ----------------------------------------------- 78 29
Carpets, rugs, and mats, except woven and tufted ----------------------- 17 25
Scouring and combing mill products (wool) ----------------------------- 107 50
Cordage and twine ----------------------------------------------------- 54 28
Shingles cooperage, and excelsior --------------------------------------- 40 18
Pulpmin products ------------------------------------------------------ 80 31
Papermllf products ------------------------------------------------------ 721 18
Leather gloves --------------------------------------------------------- 25 29
Ceramic wall and floor tile ---------------------------------------------- 23 16
Vitreous china table and kitchenware ---------------------------------- 21 31
Fine earthenware table and kitchenware articles ------------------------- 15 20
Steel nails and spikes --------------------------------------------------- 42 22
Copper smelting and refining products .............................---- 291
Nonferrous smelting and refining, not elsewhere classified (N2c9el,

platinum, tin, magnesium, etc.) -------------------------------------- 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 flowers --------------------------------- 44 43

I 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 CHAIRMAN. Senator Anderson?
Senator ANDERSON. Unless the witness wishes to make some com-

ments on the new guidelines published by the HEW, with which I
violently disagree, or on the Surveyor spacecraft landing on the moon
which I heartily applaud, I have no questions.

Mr. TROWBRniDE. Thank you, Senator.
Senator DOUGLAS. Mr. Trowbridge, I notice in the statistical tables

which you submitted for 1958 to 1965, the average annual increase had
been approximately four-tenths of 1 percent. ]s that correct?

Mr. TROWBRmEGE. Is this table No. 1?
Senator DOUGLAS. No, it is way over. I have lost it for the moment,

but your expert can identify it. It is on table 13. (Sbe p. 31.)
Mr. TROWBRE. These are the annual percentage changes in prices.



STEEL IMPORTS

Senator DOUGLAS. That is right, steel mill products, four-tenths of
I percent.1Mr. TR)owBRmGE. Yes, sir.

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

Senator DOUGLAS. 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 words any difficulty that we have suffered has not been be-
cause of appreciable increases in our prices, but because of decreases in
the prices of European steel and Japanese steel; is that correct?

Mr. TROWiaRmGE. I think this set of figures indicates that.
Senator DOUGLAS. Now, what have been the technological changes

which have caused this?
Were there new processes, the so-called carbon process and con-

tinuous casting?
Were those the processes which-
Mr. TROWBRIDGE. Senator, I am sure there will be some witnesses

here from the steel industry who will be better prepared to comment
on that.

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

Mr. ThowRmnwo. Mr. Peterson may have some comments on it.
Mr. PETERSON. Mr. Senator, generally speaking, the trend in prices

in the world market has been downward since 1957.
Senator DOUGLAS. 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 hasbeen relatively slight.

Look at table 16 if you would, your own table.
Mr. PTRPSON. 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 DOUGLAS. But that presumably existed before.
Now, what happened to labor costs per ton of steel from 1960 to

1964
Mr. PETRoS . I am not sure of the trend in the foreign labor costs.
Senator DOUGLAS. No, no, in the United States.
Mr. PETRSON. In the United States, there are indications that the

trend has been downward.
Senator DOUGLAS. 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. Is that not true?

Mr. Pvmsow. Yes, sir.
Senator DOUGLAS. 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 very slight increase in the United Kingdom. The
trouble seems to come chiefly from Japan. Is that correct?

Mr. PmmRsoN. Yes, sir.
Mr. TRowmmDE. 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 applied to, say,

Japan are taken from the export price of milled steel plates, one-
eighth of an inch by 4 by 8.

This is one particular product on which we have information.
Senator DOUGLAS. Well, these are your tables, not mine: I am work-

ing with what I have.
M1r. TROWBRIDGE. Yes, sir.
Senator DOUGLAS. And it is true, is it r -)t, 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 SEtCRLTARY
OF LABOR

Mr. WEuss. Mr. Senator I will cover that in my statement.
Senator DOUGLAS. But i have limited time. Will you please come

forward and testify, please, instead of postponing this to the future?
Mr. Weiss, you are an expert on labor productivity, are you not?
Mr. WEiss. I would not classify myself as an expert. -
Senator DOUGLAS. I would classify you as an expert, because I have

read your reports over many years and have admired them.
Now, you know about the productivity studies and wage studies

in steel?
Mr. WEiss. Our 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 DOUGLAS. Labor cost per unit of output in steel has gone
down about 1.6 percent a year?

Mr. WEIss. Since 1961.
Senator DOUGLAS. Where does your study stop?
Mr. Wziss. 1965.
Senator DOUGLAS. Now, it is true, is it not, that labor cost per unit

of output rose from the early fifties to 1960?
Mr. WEIss. I think so, but I would have to check those figures,

Senator.
Senator DOUGLAS. As I remember your studies and those of others,

that is true.
Mr. WEIss. 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 DouGLAs. Did that include salaried workers or wage
workers or what?

Mr. WEiss. All employ.
Senator DOUGLAS. 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?

Mr. WEiss. I am not sure of the answer to that, Senator.
Senator DOUGLAS. Well, I ask you in 10 days to reply to iky query,

and I will bet you a dollar tat-
Mr. Wiss. I am afraid to bet with you, Senator.
Senator DouGLAs (continuing). That 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 1961. Total
labor costs per unit increased more than wage costs per unit. This was due pri-
marly to an increase in the number of salaried workers and a decline in the
number of production workers in manufacturing. The figures for 1961 as a
percentage of 1967 are as follows:

Production Salaried
workers workers

Total payments ............................................. 102. 0 122.4
Employment............................................ 9.6 106.5
Average earnings per week.................................. 111.4 114.9

In the period since 1961, these differential trends have been arrested.
Senator ANwDESoN. You qualify as an expert.
Senator DOUGLAs. I qualify as a greater expert.
All over manufacturing, the salary bill has gone up more rapidly

than the wage bill.
Mr. Bernstein, you come forward.
I have just made a statement that in my judgment, salary costs have

increased more rapidly than wage costs and therefore a figure on em-
ployee costs per unit of output would tend to rise more rapidly than a
6igure purely confined to wage costs per unit of output.

I know 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
in a large part of the industry. For those, the increase is relatively
equal.

Senator DOUGLAS. But I mean the non-
Mr. BmSTEIN. Nonbargaining unit?
Senator DOUGLAS. Yes.
Mr. BERNSTEIN. We would be glad to exchange the wage benefits

we get for those that go into the nonbargaining units.
Senator DOUGLAS. That is a diplomatic answer.
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Does that mean that in your judgment, the salary increaes for those
not covered by collective bargaining have exceeded wage increases for
those coveredby collective bargaining?

Mr. BERNSTEIN. To the extent that they are ]mown, yes.
We do not, of course, have all of this information.
Senator DOUGLAS. They would report in the Census of Manufactur-

in on total salaries as well as on tow wages?
M1r. BERNSTEIN. Yes.
Senator DOUGLAS. Have you not studied those figures?
Mr. BERNSTEIN. Yes.
Senator DOUGLAS. What do they show?
Mr. BERNSTEIN. They show that, too.
Senator DOUGLAS. There?
Mr. BERNSTEIN. But that is general.
Senator DOUGLAS. That is all I wanted.
Mr. BERNSTEIN. All right.
Senator DOUGLAS. Total salaries have increased more rapidly than

total wages percentagewise?
Mr. BERNSTEIN. Yes.
Senator DOUGLAS. 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?

Mr. BERNSTEIN. Yes, very definitely.
Senator DOUGLAS. I)o 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 DOUGLAS. In steel?
Mr. WEiss. For-no, this is manufacturing.
Senator DOUGLAS. Well, we are talking about steel.
Mr. WEss. This is manufacturing altogether. I do not have it for

steel.
Senator DoUGLAs. Now, may I ask, this is a problem-why have the

imports gone up when our unit labor costs have gone down?
Has it been padding of salaries? Has it been the lowering of costs

in Japan? What is the reason?
I noticed in your earlier statement that Japan provided about 46

percent of the imports. I that right?

STATEMENT OF ALEXANDER B. TROWBRIDGE AND OTHERS-
Resumed

9Mr. TRowBEIPUEF. Forty-three, I believe, is the figure, Senator. Ap-
p'oximately 43 pe;'cent of Japan's exports were to the United States.

Senator DoUGLAS, But what percentage 3f the imports of steel came
from Japan?

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

Senator DoTGLAS. Now, has the increase in imports from Japan been
due to tber speedy adoption of the oxygen process and continuous cast-
ing as compared with the United States or to a lower wage scale?
Mr. 'ThOWBRIDGE. If I understand the situation correctly, Senator,

the Japanese 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 DOUGLAS. I have now reached table 7.
In 1950, the Japanese furnished only 2.7 percent of imports of steel.

Now they furnish 42.6 percent. The increase has been confined almost
entirely from Japan. In other words, we have identified the source of
the increase. Is that not true?

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

Senator DouoLs. 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, oi
course.

Mr. TOWBRmE. Yes, sir.
Senator DOUGLAS. 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. TrOW'PnwoE. Very largely. _
Senator DouoIS. 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 is much more expensive and much
more difficult, and therefore, less pervasive. Is that true?

Mr. TiowRnmoE. That is true, Senator.
Mr. B=INsTEmn. I would dispute that. First of all, the Japanese

have vastly increased their steel industry-
Senator DoUGes. They have increased it with the most modem

methods?
Mr. B NsSTEIr. Yes, but there are other problems that they have

had to face.
Senator DOUGLAS. But this has been one very large factor?
Mr. BmtwsrmN. Yes.
Senator DOUGLAS. Where did these modem methods start? In the

Goering works in Austria?
Mr. BFRNSTEIN. No, they are using the LD, the basic oxygen system.

That was invented in Austiia.
Senator DouGLAs. Was it not the Goering?
Mr. BERNSTMIN. 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 government.

Senator DOUGLAS. How big a plant was it?
Mr. BgEwsmrI. About 2 million tons. It is small.
Senator DOUGLAS. A small plant developed the most modern

processes.
Mr. BEmuSTrqwr. But they invented the process which the United

States did not pick up until 1955 or so and then only reluctantly. Only
one company started it. It was not until about 196--

Senator DOUOLAS. Which company was that ?
Mr. BERNSTEIn. The McLouth Steel Co. up in Detroit. Now we

have more than Japan.
Senator DouGLAS. In total?
Mr. BENsTEIN. In basic oxygen. We are producing basic oxygen

steel at the rate of 25 million tons this year.
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Senator DouOLAs. What about continuous casting I
Mr. BERNSTh!N. That is very small every place except in Russia.

Aussia has made the greatest advance in continuous casting. But even
this advance is small, very small, in proportion to the total amount of
steel. Continuous casting does not yet amount to any saving signi-
ficantly.

Senator DouoLAs. Well, as to the basic oxygen process--
Mr. BERN6TEiN. 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 DOUGLAS. What are the other two?
Mr. BERNSTmriN. 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 yoli increase
the efficacy of the most expensive part, of the steelmaking process;
namely, the blast furnace. It has a double advantage and it io very
helpful 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 country.

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 plants in the United States-
Roanoke 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 steelmakmg and will bring about enormous savings in time.

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

Mr. Bm~sxN. 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 alout 40 million tons now.

Senator DouoLAs: With modern machinery?
Mr. BqNSTrExi. But they do not use it efficiently as efficiently as we

do. The best study that I know on comparative efficiency is made by
the Europan Coal and Steel Community and they show that the
Community countries are about three-quarters of our efficiency-the
productivity of their people is about three-quarters of ours.

Senator DouolAS. ow do you reckon productivity-per dol-
lar or-
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Mr. BERNSTEIN. Per ton. Labor cost per ton. Man-hours per ton.
Senator DOUoLAS. Man-hours, not in terms of wages?
Mr. BERNSFEIN. No; we are talking about man-hours. The Japanese

are only 50 percent asproductive as we are.
Senator DOUGLAS. But the wage scale is-
Mr. BFRNTn-EIN. You see the point is that in the United States the

lbor is used much more efciently in the steel industry I am talking
about, and you do not have people standing around doing nothing,
whereas in other countries, labor is not used as efficiently as it is in toe
UrLited States. So although they have modern equipment in many
iwitances, 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 inodern equipment is not
irefected in anywhere near the same degree in productivity.

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

Mr. TnOWBRIDOE. Yes, sir.
Senator DOUGLAS. Is it not true that 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. TRowBRIJE. Yes, sir.
Senator DouGLAS. And that this is true of steel?
Mr. TROWBRIDGo. I understand this does apply to steel.
Senator DOUGLAS. 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 shipping 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.

For any members ofthe 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 shipping 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
the country, except for a few independents, to take much interest in
this.

Mr. TOWERIDGE. Senator, I do not know whether you have seen
a rv'cent pamphlet 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 )oUDGAs. 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 have.
Senator HArTrE (presiding). Senator Bennett, did you have some

questions?
Senator BENNxTT. No.
Senato-, DouoLAs. Thank you, gentlemen.
Senator B!m rr. 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 people to do things that
we would not employ them to do in order that they may have high
employment?
- Mr. BERNSmN. 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 cycle, no matter how long the industry goes, he remains on
the job. He remains working.

Then, too the Japanese employer provides all kinds of benefits for
him to keep Lim there, from housing to vacation resorts, to hospitaliza-
tion, to consumer operatives, all of these things which make the
Japanese worker a part of his industry, and he stays there.

In 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 a very strong organiza-
tion. It has Ieen able to achieve quite a few benefits recently and a
revolution, I think, is taking place in Japanese industry. Not only is
it becoming larger than it ever was before, but it is becoming 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 in the steel industry.

Senator B.NNErT. 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 BNiNrTr. Thank you very much.
Senator HmrrTio. 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?

Mr. TROWmuDGE. Senator, I think you are comparing the trade bal-
ance in steel of $669, I believe it is-

Senator HARTKE. No, 1965; we are not in 1969 yet.
Mr. TowBaRIDoE. No, $669 million with the total balance-of-pay-

ments deficit of 2.3 billion.
Senator HARTKE. Well, is that fair?
Mr. TROWBRIME. 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 percentage 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 HARTKH. I did not say it was the cause of it. I said very
simply this: When you come in to make up your balance-of-payment3
proposition and make your balance-of-payments decision as to whether
it is in a deficit or a surplus position, one of the items in this is the
balance of trade; is it not

Mr. TOWBRDE. Surely.
Senator HARTKE. And whenever you come before us at other times,

you keep on pointing out that we have a balance-of-trade surplus which
last year, 1965, was a little over $4.4 billion.

Mr. Thownm mE. 4.8; yes sir.
Senator HARTKE. $4.8 billion, 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 exactly. Not $4.0 billion, not $4.7 billion, but $4.8 billion. Is
that not fair?

Mr. TRowBRiDGF. That is right.
Senator HAwna. 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 patyments, it accounts for 68 per-
cent of the deficit in dollars.

Mr. Titowmmo. $700 million is 60-something percent of 1.3.
Senator HARmTF. Now, if that is true, and if 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 ana 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
fleeting glance at shich a proposition I

Mr. TRowBRmOE. 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
havo tried to list them here.

Senator HAW'rK. Is there something wrong with people studying
many factors 4n this world today?
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Mr. TRoWBIUO. No, sir; there is not. But I believe you would have
to make a very searching and long study and the availability of some
of the data that would be required in terms of price and cost informa-
tion on the foreign steel industry would be, if we could not get it, the
study would not be totally conclusive.

Senator HAwRs.. 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. TRowBmUE. 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 HART=E. 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 difficult in
obtaining these figures and because of your predisposition to failure,
that we should go ahead and just ignore the whole problem and hope
it o Os awayI

r. TROWSmm. No, sir; I am not predisposed to failure and I
am nolptrying to ignore anything and I am not quite in agreement with

-you that you can take one part of the trade picture and say that it, as
a single factor, is totally the reason behind the balance-of-payments
problem.

Senate HArTKE. 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
trade without going industry by industry, dollar by dollar, item
for item.

Mr. TOwBRmiDGE. Well, of course you do. The total balance of trade
factors is the exports and imports of every industry.

Senator HARTKE. Of individual items?
Mr. Thowijino. Right.
Senator HA.TKT.. 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. TRow=iPixE. Senator, I will take your arithmetic, but I am
not sure I would draw the same conclusion.

Senator HARTxKF. 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. TRowBmE. I would not agree with you on that, Senator.
Senator HARTxF. I am not asking you to. I just want you to know

why I am concerned about this item.
s it not true in these discussions to which you referred a few mo-

ments ag o 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?

Mr. TROWBDoE. Yes, sir..
Senator HARTKz. 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 HARTKE. And until this is done, we cannot even proceed
in this vital field of international monetary reform. We cannot even
begin to have real, meaningful discussions in that field. Is that not
trueI

Mr. TROWBRmGE. 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-payments problems in equilibrium.

Senator HAxTiE. If you will read those reports, you will see they
say that until the United States straightens up its balance-of-payments
problem, there is no necessity, and in fact, they do not think there is
any urgency in international monetary reform.

Mr. TRowBDGE. 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. T eOemiPGw . I 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. TROWBiDGE. Somewhere in the neighborhood of zero. Where
in put-output, or outflow and inflow are close to each other.

Senator HARTKE. Is the Treasury position the same as your
definition?

Mr. TowmuDG& Well, when they talk abot 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 HArKF. 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. 'I 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. TROwERIDGE. The Secretary of the Treasury himself said in a
press conference several weeks ago that it may well be necessary to
look at the factor of Vietnam as we also look at our goal of balancing
the total picture, balancing the payments.

Senator HARR E. What information does the Commerce Depart-
ment have concerning the cartelization of the steel industry in foreign
countries?

Mr. TiowBwiDG Our knowledge on that is fairly limited, I would
think, Senator. I might ask if Mr. Pet6rson might comment on that.

Mr. PNTsisoN. 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 HmRrim Do you think it would be valuable to us tp have
such information ?

Mr. P=7TRsoN. 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 HARTK. Are you aware of the mergers which have recentlytaken place in the steel industry in France?
Mr. sRmsor. I do not recall the names of the companies, but there

have been a couple of mergers, one involving Usinor, a large producer
of flat rolled steel, and others under discussion. There has been a
recent one -between a large West German producer 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 HAtr . What type of control do we have over the merger
of these companies and the resulting restraints in trade which are
affected by them V

Mr. PmNrl z. I am not sure that we have any control on them in
terms of the concentration or merger itself. They require approval
by the High Authority of the Coaf 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 expert in this area, sir.

Senator HARmrx. But with regard to the same type of procedure,
if it occurred in the United States, would it not be subject to the anti-
trust laws?

Mr. PmrtN. Yes, sir.
Senator HATKNE. But this is not true of those companies, is it?
Mr. PrrasoN. 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 wiVh concentrations and mergers and they must seek au-
thority from the High Authority. But as I have indicated, they have
given approval to most of these mergers, feeling that, they need to he.ve
larger firms to get optimum efficiency in their steel production.

Senator HarrTE. Well, now, as you mentioned, Usinor and Lor-
raine-Escaut,--is that it?

Mr. PmraoN. Usinor, yes, sir.
Senator HARTKE. They 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. PmrmumoN. Yes, sir.
Senator HARiKm. Their combined capacity is about 8 million tons,

which ranks them along with the largest in the world, is that not true?
Mr. PrE uow. Well, in terms of companies?
Senator HAmRE. In production and companies, yes.
Mr. Pm nioN. In companies, 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. Pmri=SON. Yes.
Senator HARKRE. They move into this cartelization, and they move

into tis operation which permits them to proceed to establish their own
prices. They get Government aid and Government loans, is that not
true?

Mr. PrFSON. 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 IIAR'rKiE. And they provide export credit facilities for
them, which are not available in tle United States; is that not true?

Air. 1TERSON. I am not sure of the comparative export credit fa-
cilities, sir.

Senator IImrrKE. Just what does the Commerce department of the
United States do for our steel iiidust ry by comparison?

Mr. PETE:SON. 'Well, we have a system through our embassies of
export o)portunities.

N'Ielat or I I.\RTK. Opportunities, right.
Mr. 1ET'i'RSON. Opportumities that are processed, which are dis-

triluted. We (1l have these trade opportunities that are sent in from
oUr efibassies abroad. They are l)ublislied in International Com-
merce t hat Mr. Trowbridge referred to earlier.

We also supl)ly whatever information we can to the American Iron
and Steel Institute which comes to our attention for dissemiiation.

At the same time, our Export-Iport 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. For example, in authorizing credits to iron ore
dev-elopment abroad, where our companies want to get better quality
and be assured of a long-teri supply of iron ore.

Senator ]I.\nRTK. That is not dealing with exports, though.
Mir. PETFISO(NK. No, sir; but you asked how is our steel industry

helped.
Selator IIuHATRT:. I asked what do we do to help our steel industries

exl)ort? 1What type of assistance is there from the united States?
Air. TOnA% CE-. I thii, Senator, that the whole range of trade

Promotion in export expansion programs which we have are not only
available to l)ut in some cases used by the steel industry.

Senator HARTH.E. 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. TRowiirm)GE. Correct.
Senator H,\RTKEIL. 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 iot give ours; is that not true?

Air. TiowBim)E. That is right.
Senator HARTHE. But you do say, you do not know what type of

assistance is given to these foreign countries in thiF field; is that right?
Mr. TizOWBRIDGE. Mr. Peterson has listed some of the various-
Senator HARTKE. Do you know, for example, what Belgium does?
Mr. PET EMSON. No, sir; I am not familiar m detail with the type of

assistance they give to their industries generally or their steel industry.
Senator ]-Lx ,i~. Do you feel such Information to be of vahe,
Mr. PT-iRs,\. Yes, sir.
Senator II.Trrmm. Well, why have you not obtained it ?
Mr. Pil'rmiso.N. 'Well, I was going to say that. do have i1;forma-

lion that the Belgian Govermient had given the steel industry some
low-interest 'oans in the past.

64-887--66-7



STEEL IMPORTS

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. PE'ESON. No.
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. PETERSON. Yes, I do.
Senator I-LARTKE. Why do you say such a study would be of limited

value?
Mr. TROWBRIDOE. Senator, the point we make in our testimony is

that surely we do not have all of the information within our own
office.

Senator HARTKE. Well, why do you not?
Mr. TROWBRIDGE. Well, I think if we were to have all of the informa-

tion on all parts of American industry ad infinitum, we would-
Senator HAnrKE. 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 community. 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 the facts so an objective decision could be made, would be of limited
value?

Mr. TROWBRIDGE. Well, as I 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 of foreign steel indus-
tries. There would be information of the domestic industry that
would be difficult to get, if not impossible to get.

Senator HARTKE. Is there excess capacity in steel in Europe today?
Mr. TROWBRIDOE. Yes, sir.
Senator HARTxE. And as a result, have they sliced their prices sub-stantially?
Mr. TROWBRIDOGE. 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 HARTKE. Has there been an increase in protectionism by
the Coal and Steel Community?

Mr. TROWBRIDGE. During what period?
Senator HARTKE. Recently, in the last few years?
Mr. TROWBRIDGE. 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.

SelAtor HARTKE. Yes. In other words, they increased their tariffs.
Mr. TROWBRIDGE. That is right.
Senator HARTKE. And Spain and Greece have imposed curbs in the

name of antidumping legislation, is that not true?
Mr. TROWBRIDGE. That may well be, Senator, I am not sure.
Senator HARTKE. You do not know, again. But. you think a study

would be of limited value, although you are not familiar with this.
Mr. TROWBRIDGE. That information I know is available in the Gov-

ernment. I do not happen to have it in my head.
Senator HARTKE. And the fact that Britain in 1964 put a surcharge

on all imports-is that true?
Mr. TROWBRImE. Fifteen percent, yes, sir. Recently reduced to 10.
Senator HARTKE. But these are all items which have tended to re-

strict our opportunity to export, is that not true?
Mr. TROWBRIDGE. Any increase in trade barriers does, yes, sir.
Senator HARTKE. What would happen if-let me ask you first, what

percentage of the nails used in the United States is now produced
overseas?

Mr. TROWBRID(XE. What percentage of the nails produced-in use
in the United States are produced overseas?

Mr. PETERSON. I think it is about half, sir, if not more.
Senator HARTKE. What. if they were cut off suddenly. What would

happen to our national defense'effort in that regard? Has this ever
been given consideration?

Mr. PETERSON. 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 is
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 HARTKE. NOW, what about barbed wire?
Mr. PETERSON. Barbed wire is over half, sir.
Senator HARTKE. And where do we use barbed wire now?
Mr. PETERSON. 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 IIARTKE. So there is a national defense item to be consid-
ered, is that true?

Mr. PETERSON. Yes, sir.
Mr. TROWBRnxm. 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 on'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 A.ID. That was not
covered in our discussion of Government assistance in exports of
steci. It is in this series of tables.

Senator HARTKE. 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 ill
cartelizatioll exactly. We do not know what is the comparison Upon
ecotiomi<c benefits given to exports of steel as far as foreign markets
are colcl'erted.

One other item I want to come to. Is it tnot true that due to this
overcll)acity, they have subst anially cutl prices of itetis which are
coming to tile UInited States? Overseas producers have substant ially
ct the 'prices of items which coie to t lie ITtilted States ?

Mr. 'tlowmtux; . I think it is certainly y true tit prices in, let's say,
reinforcing rods, other Parti<tular parts of tile steel tmill product total,
have certainlyy beel reduced anl are ext renlely cottl)et it ire

Senator I[.IKricE. Extreltuely copet itive ?
1%[r. 'fititIlix;lM. Below our ownl )ri(es.
Senat or I IARIrK(. BeOow 01r1 prices, right.
Afr. Titovuium. hat is iy understanding.
Senator lIf.uirru.. And t therefore, when they cotititilue to increase

their capacity, they are al)le to caltlre part of Ihle market, is ti-It not
right of

,Mr. TOIwux.F. Tey have certainly val)ttred larger portions of
it.

Settor 1TRTKE. There are two instances in which t hey ha ve tttoved.

One is the steel strike which )ut us into a deficit balance in ste,,l in
1959, rilit'.

Ailr. ' IIOWBIIIDiI. Yes, sir.
Selator H,\rrKE. What ha)pens is that w-I'vicvcer we have a dis-

clIssion of what the impact is, they say it is (-tie to a steel strike. But
each and every time, including this last time it 965, the p)ercentage of
the market which they have retained after the steel strike has always ,
been hi~hier, is that not true?

Mr. rFtowitm)it.. That is t rue.
Senator hi\riK. If the l resetit policy contineliCS along tihe present

trend, it can be anticipated that they atre going to go from their pres-
ett, it) percent of the total to how mitch ?

Mr. TlowluiuxE. Senator, I could not giless on that. The trend in
196(' is less than the 101)-percent figure they derived in 1965. It is going
to he higher, obviously.

SeIntor HARTKE. I was going to come back to that. 1[ow much
less-22 percent., I thought you said.

Mr. 'ito)WtitritgmE. As of the first 4 tonthts of this year, imports on
ail annttual rate basis, an( a,,ain. as itn the illance-of-paymelts ques-
tiott, the alillal rate figure is a very difficult one to hang your hat on.
Bit the imports in the first, 4 motths are 2-2 percent less thatt the
equivalent period last year.

Senator II,\rTKE. Now just, taking your own statement ill that sante
pIragraph, ")ut 30 percent . more than in 1964"?

Mr. TuownmoRa. I am sure that is true.
Senator HARTl(E. So let us be honest about it. A fair appraisal of

it, sitlu)ly state(ld, shows that there is a constant deterioration, as you
have said, in the percentage of steel which is produced domestica'lly
in relation to that which is imported. Is that not true?

Mr. Titowlunomm. This is a serious problem when it accounts for as
much ias we are doing now.
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Senator IH\R'rCE. You say that you (10 not feel, though, that we
.should go into an iten-by-item stud 3. Is that correct? I think this

is il your study here.

Case by case, you said.
Mr. T1iowmlE,. We are talking about case-by-ease handling of the

work (lone un(lder the antidlumping retiulations, saying that this-
Semtor ILl'KI. I thought you lad, either in the statement itself

or otherwise in answer to a question, you said you felt-1 think it was
to Senator Bennett's question-you thought we should not. go into a
l)roduct-by-l)roduct study of these items of a nation which is-

Mr. toWimmX.. I do not believe I said t lhat; no, sir.
SeINaor IlIlIC'n. )o you think we should or should not,?
Mr. T owimmo. If we are going to have a stu(ly of this type,surely

it would have to be on a product-by-product basis.
Senator ItwrTK1. 1 did not ask you that. I know if you are going

to have a study, you will have to do it. I understand that. But (10 Nyoll
think such a study is desirable? I 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 I)epartmient. Point, three, you say ai study wvoul be of limited
value; and point four, you question the value of the study.

Now, (1o you consider the steel industry to l)e as important as the
shoe industry ?

Mr. 'rRowilmml. Both within the domestic economy and the inter-
national, it certainly is a much bigger factor.

Senator HIARTKU. Are you not conducting at this present time a study
on the shoe industry, its technology, its resea reh amid develop m ent plals
and needs, its export, potent ials?

Mr. Titowintimm. Yes. That study was initiated about a year and
a half ago, or longer.

Senat or I LrTK:. And you believe-
Mr. TR(oWBlIxDE. It is rimarily a technical assistance kind of proj-

ect i which we would hope that we could provide soIlle sort of assist-
ance to that. industry which has had problems.

Senator \IARTRKE. And you are going to )rovide some assistaiwe to
them?

Mr. litow.milmm. Iol)efully designed to get lo(lernizat ion l)rilt ices
into the l'oductiv e factor of tie indust ry.

Senator II.%irri. And this stud(1y also() is touching on the imlpact of
foreign iml)orts, is that not correct ?

Mr. rnowiimmi.,. I believe tiat is part of it : yes, si'.
Senator ll.rtIrE. And is it not. true that the impolrts of foreign

foot wear, leather foot wear, accounts for about 15 percent of the total
constlliptiou at tile present time? Is that, not. correct ?

Mr. T'lmm. I believe that is right.
Senttor II mn~'c:. Why, then, if such a study as this is imlp)oranlt to

the United States, would not a study of the type which is eiv isiotied
by this resolution be important to the United'States?Mr. 'riow muixii';. 1Vell, sir, we are dealing in the case of shoes pri-
Inil rily with loestic industry which has the primary problem of
moder'nization within its own productive processes. The factors of
tie information that we are seeking, pulling together in the shoe
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industry, are more readily available because of the domestic nature ofthe problems.
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 )rimary focus
of such a study. Our ability to get the full information of that corn-
petitive ability, I think, milst be recognized as being very limited.
Whether 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 HARTKE. Well, if you consider this t ,rajor l)rol)lem, Just
what steps have you taken specifically in the steel industry to alleviate
t he problem?

Afr. TROWBRIDGE. lWell, sir, I think that if you look at the package of
All) financing on exports, of Eximbank financing, are of trade pro-
motion activities, this is one series of steps. 1 might add one other
that I am sure the steel industry would be eligible for, and that is
for some of the benefits under the EconomiC litvelopment Adminis-
tration if the location of a new investment in iji area judged to be
depressed under the standards of that law.

Senator HAR'rKE. This has to do with exporting?
Mr. TROw111TDOE. No, sir; bIut, this is a domestic assistance that would

1)e available should it. be required, similar to the ones you pointed out
in Europe given by the foreign countries.

Senator H,\rTK1. I want to interrupt you right. now. Congress-
man Madden is here. le is from the great State of Indiana, and the
ranking member of the I-ouse Rules Committee. I know he is very
busy today. They are trying to get. us out. of Congress hy at. least
August 15.

('ongressman Madden, it is a real pleasure to have you with its this
morning.

STATEMENT OF HON. RAY MADDEN, A REPRESENTATIVE IN CON-
GRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF THE
STATE OF INDIANA

Mr. MADDN. Mr. Chairman, I want to thank you for this opportu-
nity to testify, because we have the Rules Comnittee going on now
and I 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. I firmly )elieve that, the un-
reasonable annual increase of imported steel from various nations
over the globe must be curtailed. Unless , your 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
froim other nations, there will be thousands of steelworkers and other
etnloyces in the steel mills throughout th_ Nation and in the Cali-
m,'+ ,egion of Indiana, which is my district, out of work.

We realize liatioli tnttst ha-ve comity atnd concessions on interimn-
tional trade. I think in certain of our 1,mnatufa<tim'ed "emmmoitie,
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there is an unreasonable expansion ill imports taking place in recentyears. The cheap production in foreign countries as compared with
ihe wages paid in this country is the principal reason for expanding
ini)orts, particularly steel. am merely talking about, steel today.
Maybe there are some other products that, might, be placed in the same
category as far as unreasonable iniportation 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 )ack to the early thirties when
cheap labor and low purchasing power brought on the great. depres-
sion. But I think we had better alert ourseIlvyes on this gradual en-
croachment of letting down the iml)ortation bars to manufactured
products . I am particularly talking about. steel imported from Japanand other areas where they are paying low wages, low-cost production,

and unfairly competing against our economy.
In 1955, the imports 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
l)ercent. In 1963, 6.9 percent. It, 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 uI) to 10.3. Unless your committee 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 this Natian. It employs a
big percentage of our work force. It is the barometer of our prosperity.

Mr. 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
brig, and we must use every precaution to protect our economy and
employment.

I want to thank you for this opportunity for saying just these few
words.

Senator HARTKE. Thank you, Congressman Madden. You come
from, I guess, the largest steel producing area in the United States.

Mr. MADDEN. I have three major steel companies in my district, the
Carnegie-Illinois, largest in the world, and I have a branch of the
Youngstown and the Inland, with several other smaller steel manu-
faeturing concerns.

Senator HARTKE. Thank you, Congressman.
Mr. Trowbridge, I think possibly we have taken enough of your time

this morning. I want to thank you for appearing.
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 and 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.



(Whereupon, at 12:10 p.m., the hearing recessed, to reconvene at
2:30 p.m. on the same day.)

ArERNOON SESSION

Senator 1IARTKE (presiding). The hearing will come to order. I
want to apologize for being a little late here because I was involved
in t meeting with the Secretary of the Treasury. Maybe we can )ick
up some this afternoon.

The next witness we will hear from will be Mr. Fred B. Smith, Gen-
eral Counsel, Treasury I)epaitnient, and with him is Assistant Secre-
tary True I)avis.

Good afternoon, gentlemen. I want. you to know that, your boss is
still working. You may proceed, sir.

STATEMENT OF FRED B. SMITH, 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. SMI'rml. Mr. Chairman, my name is Fred B. Smith, General
Counsel for the Treasury )el)art nent. As you know, I am accom-
panied by ,the Assistant Secretary of the I'reasury, Mr. True I)avis.
Also the I)eputy Assistant Secretary of the Treasury, Mr. James P.
Hendrick, and Mr. Jamues Griffin, Selnior Economist in the Office of
the Assistant Secretary for InternationalAffairs.

Mr. Chairman, with your permission, i would like to read a brief
)rel)ared statement.

I am happy to appear before the committee to present the views of
the Treasury I)epartiment on Semate Resolution 149, which would re-
quest the IPresident, to cause a study of imn)orts of steel mill products
to be undertaken by the l)epartnient of Commerce, utilizing other
appropriate Federal agencies.

The committee is hearing testimony from representatives of Com-
merce and Ial)or I)epam'tments and I Ao not l)rOl)ose, therefore, to deal
in my )repred statement with general fact ua.l information concern n -
ing the status of the U.S. steel industry or of emlploymnent, in this
industry. We are not .expei.ts in the.Ieasuiriy on thteesujl)e(ts, whiel
are not among our l)rmmmary resl)onsibilities, and on Which I am sure
that rel)1esenta ties of these other two 1)epart memnts are nmuch better
qualified than I am to speak.
In the Treasury I,)epartmnent, we (to have a major concern and (re-

sl)onsil)ility for out- balance of payments mnd we'have the statutoy
resl)onsibilit for administering tlie antidumping statute. I lrOlmoi
to speak briefly on these two subjects as they relate to the prol)Osed
resol lit ion before the ('ommmiiittee. I should 1)(' int. out, as I ama sue time
conimiittee knows, that, the I)epartment of Commiinerce bears a heavy
share of tihe res')onsil)ility ill our bahmnee-of-l)aymnenls programs 1111
has been charged with the administrations of the'lresidet's volumta,'y
program oi2 U.S. direct investments abroad.

100 STEEL IMPORTS
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Before speakiiig briefly about the relationship) of steel imports to
our balance of payments and the al)l)lication of the antidumping
statute to steel imp)orts, 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
Stich " stli(ly if the Senate and representatives of other interested
de aitinents felt that there was a need for it. We do have consider-
able doul)t as to the need. We are under the impression that a great
deal of information already exists on the current situation of the
IV.S. steel indistrv and ou thie trend of imports of steel and also that
lhe relationship (of our domestic andi international programs to trade

in this and other commodities is under continuous study. I cite, for
examl)le, 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 coml)etition in steel and its relation to our bal-
alice of payments (pp. 10-21 of the report). Ie believe the steel in-
distry is fully aware of the necessity to in)rove its market position at
home' and abrAoad. It (-afl certainly count on the cooperatioln of the
administration toward this end.

We note that authority already exists by law for the tariff Com-
mission to study the effects of foreign competition on domestic indus-
try and, under the Trade Expansion Act, to investigate whether imi-
ports are causing or threaten to cause serious injury to a domestic
Industry )roducing like goods. It, would appear that if there is
a real need for a current, study of the steel industry it could be under-
takeln 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 ca!ling for a study, particularly if
it were couched in terns such as those contained in the proposed
Senate Resolution 149, which would focus attention on the effect of
imports lpon the domestic industry. It miglht l)e concluded that
the purpose of such a study would 1;e to establish a basis for restric-
tive action against steel imports. This could create difficultiess for the
conduct of our multilateral tariff negotiations now in process, or
lead to the (conteml)lation or initiation of counterrestriclions on the
part of major foreign steel-producing countries. Consequently, it
is our view that, if there is truly a need for such a study, it might be
uiindert aken bv the Tariff Commission or other appropriate agencies of
the (Government without the necessity for the passage of a Senate
resoliit ion.

II any event. we feel that any study undertaken should be broader
in its SCOl)w than the prolsed Senate Resolut ion 149. While, as I
said, we at the reasono, tre not experts on the steel industry, it is our
understan(ling that in any real assessment of tlie coliipetit i e l)osition
of the doniestic industry, careful attention would need to be given to
such matters as the efficiency and productivity of the domestic inldust ry
and 1)rosl)ects for imnhrovnient the industry's pricing policies; the
strength and vigor of its efforts to increase'its export markets; the
effect. of reducing iml)orts of steel on exl)orts of machinery and other
man ufactured products et cetera. Couching such a resolution in
these broader terms would also soften somewhat its impact on those

101



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 ill 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
upon the 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. Imports 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 import, 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
upoil the'relative success of our efforts to hold down costs and prices
in our domestic economy. It will also be dependent, significantly,
upon the success of the steel industry's efforts to improve productivity
and 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 Commerce voluntary
program does not call for any reduction in the flow of such invest-
inents, 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-
rnent 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
1964 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
previous very high outflows of such credit. H-owever, 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-pay ments restraints go, for additional foreign
lending.

The interest equalization tax similarly, has brought about a sub-
stantial net reduction, corapared 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-payirents 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 singic element in our balance-of-
1aymemts program, of course, has been and clearly must. continue to
be the fur her strengthening of our commodity trade balance-through
continuing and accelerated growth in our export sales, combined with
continued competitiveness of U.S. products relative to imports within
our domestic 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,
nevertheless, 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 Un'ited 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.

Tfhe Antidumping Act, comes into effect when a foreign l)roducer
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
iitjury-lomestic industry is given relief by imposition of a dumping
duty equal to the difference between the higher home market price
il the country, of export. and the lower price to the United States.

ToI use a simple example, let us suppose that a, particular steel
product is sold by a foreign producer in his home market at $101)0 a
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nit. and s0o(1 to a U.S. inmporter at $95 a unit. This is price discrunina-
tion. If the sales injure U.S. industry, then a. special dumping duty
is assessed ini 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 t lie ordinary import duty
was $3 and the transportation was $2, the import would cost. the
importer $100. But, the sale to the Tnited States would nonetheless
involve price discrimination within the meaning of the Antidumping
Act, and( if domestic industry was found to be injured, clumping 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 dumin g but also by prompt
revision of price (or its equivalelit, discontinuance of imports). In
this latter event the cases are (losed 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. IWhether there is injury is decided by
the IT.S. Tariff commission.

Twenty-five dumping cases involving steel products have been proc-
essed in recent years, with the following results:

Closed because of price revision and/or complaint withdrawn, 11;
finding of dumping, 2: price discrimination found but no injury, 4;
no price discrimination, 8; total, 25.

Thus, in 13 out of 25 cases the relief sought by the domestic com-
l)lainant has been afforded under the procedures of the Antidumping
Act.

Steel companies were among those represented at a hearing con-
ducted by the Treasury )epartment some 2 years ago to consider
amendments to the regulations under the Antidumping Act. Follow-
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 perc-ent 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 say that any serious complaint which
may be filed will receive our full and cooperative attention.

Senator HARKE. Anything further?
Mr. Smiri. Nothing further.
Senator HARTKE. 1 want to thank you for your statement, Mr.

Smith.
Are you opposed to the study?
Mr. Smi 'H. No; 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 in favor of it?
Mr. SMITH. No; I would say-
Senator IIARTKE. You are neither opposed nor in favor of it. That

puts you firmly on both sides of the fence, right?
Mr. SMITH. I would say this. We do not favor the study certainly

in terms in which it is stated in Senate Resolution 149.
Senator HARTKE. 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. SMITH. 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 p ricing policies, whether their
export promotion programs are aggressive enough and so on and so
forth.

I would like to say one other thing, sir, about the study. I do not
want to be weasel-worded with you certainly.

Senator 1InrTKE. You can use any words you want; I am used to
that.

Mr. SMITI. 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 those 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-
mnents problem, and the approach to the steel import problem is in
large measure the approach to our balance-of-payments problem.

Senator HARTKE. What is wrong with finding out the facts?
Mr. SMITH. 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
hal) opening in all major segments of our economy, including, of course,
steel, which is a very important part of our economy-

Senator JMU-TKE. Wellfnow, I do not want to prejudge what is
going to happen 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. traie?

Mr. S InTH. I would say this: that I think we would agree that the
bahance-of-payments problem is not about to be solved. In his press
conference the other day oil 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 HARTKE. There is no real thought that it is goi1!g to be any
better, is there?

Mr. S.iITr. Well, conceivably it could be, but I do not think we are
letting oil it.

Senator HARTKE. Let me put it this way then. Let 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. STUITH. Yes. We are certainly not in equilibrium on balance of
I)ayments.

Senator HA WrKE. Yes, as I understand equilibrium now established
by-I do not know who it is established by, to tell vou the truth. I am
trying 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. SMITH. I think Secretary Fowler said if we were $250 million
above or below, he would regard that as relative equilibrium, yes.

Senator H.IRTKE. We are not, anywhere close to that.
Mr. S.3ITH. No; we are not.
Senator HARTKE. 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. SMITH. Yes, indeed.
Senator HAIRTKE. Almost twice that without relation to the other.

All I 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 is all 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?

lr. S.NITi. Well, as I said, and perhaps I am not the best one to
express an opinion on this, since, as I said, 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
aspects 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 miust be taken to try to solve our balance-
of-payments problem.

Senator IRTKE. 'hat is there that is contemplated? What is
there that, you plan, that we have not been told about, which is going
to solve this problem of the balance of payments, which you are not
solving?
IM1'. SMITH. 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 I1oN. HENRY H. FOWLER, SECRETARY OF THE TREASURY, AT A N'EWS
CONFERENCE ON THE BALANCE OF PAYMENTS IN TIE FIRST QUARTER OF 1966,
MAY 18, 1966, AT 2:30 P.m., 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 $582 million
on the overall liquidity basis.

At the recommendation of the Advisory Committee on Balance of Payments
Statistics. (chaired by Dr. Edward M. Bernstein, and the Statistics Subcommittee
(of the Joint Economic Committee of the C7ongress, 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 Commerce 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.

Since mid-1965, with the beginning of the large buildup in direct and indirect
costs of our military and aid operations in Southeast Asia, we have, however,
been little more than, holding our own-in terms of "overall" balance of pay-
mnts results.

In August, reporting on the second quarter surplus, I warned of tie dangers
of possible complacency, saying of the second quarter surl)us:

"We do not take it as a sign that we have turned the corner from balance of
payments deficits to balance of payments surpluses.

"The period of surplus is too short for that, and there were too many special
factors affecting it."

You are all aware that quarterly figures are notoriously unreliable guides to
future peroi matmce. Multiplying the first quarter deficit figures IVy four to arrive
at an. estihucte of the 1966 deficits on the "over-all" or "o1flcial settlements" basis
would be no more appropriate than. to hae treated last year's second quarter
surplus as marking the solution of our problem.

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 Canadian security issues shifted from the fourth quarter
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 seasonally-adjusted quarterly
defl(its since mid-1965.

Overall deficit

[In millions of dollars]
3d quarter 1965 ------------------------------------------------------ 509
4th quarter 1965 -------------------------------------------------- 476
1st quarter 1966 -------------------------------------------------- 472
'Ti 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, 1965, to June 30, 1967, for military equipment to offset our military expendi-
tures in Germany, were functioning on an even quarterly basis (which is not
part of the arrangement), the picture, on a seasonally adjusted basis, would be
(table follows) :

Overall deficit

(In millions of dollars]
3d quarter 1965 ----------------- ----------------------------- 377
4th quarter 1965 - -------------------------------------------- 31
1st quarter 19-.- -382

It would seem from these figures that since the beginning of the large bu~ld-lip
In Vietnam last August, our progress 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 naturally
from the fact that the balance of payments costs and consequences of the Viet-
niam 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 Asia of both the military and the aid programs and (b) the
direct and 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 increases in the direct balance of payments impact of mili-
tary and aid outlays related to Vietnam. They are substantial.

But the indirect effects are also important, If more difficult to measure. Gross
national product has increased in the fourth quarter of 1965 and the first qtfarter
of 196 at unusually high rates in real terms as well as current dollars. The
impact of the sharp Increases in government orders placed as a result of the
Vietnidm 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 thnt we had expected from last year's $4.8 billion
rate, the trade surplus in the fourth quarter, amounting to $5.1 billion at anl
annual rate, dropped in the first quarter to $4.4 billion at an annual rate.

Exports increased at an annual rate of $350 million 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 pressures 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
Vietnam on our balance of payments since we made our forecast last fall may
well have been greater than the direct costs.

We suggest that careful analy'i8 will support the proposition that, absent the
Vietnam build-up, the United States might have moved. substantially closer to
equilibrium in its balance o1 payments in the three quarters under discussion.

Indeed the picture for the first quarter of 1966 would be much more favorable:
(a) If there were no direct balance of payments costs of Vietnam, or,
(b) if the West German military offset payments had caught up to schedule

this quarter, or,
(c) 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 assunlption stated in the 1966 program when it was an-
nounced in earlyDecember.

So the question arises what should be done? We have not waited for the
figures announced today to begin to arrive 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 Department of Defense began in March to consider 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 flnaneial resources 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 quarter 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
this phase of the program.

The Foreign Tax Investors Act, now reported out by the House Ways and
Means Committee, should become law as soo as possible to provide the basis
for an expansion in private foreign portfolio investment in the United States.

We had allowed for another increase in the tourist deficit in -our 1966 forecast
last fall. It tnains to be seen whether the increase wilt be larger than antici-
pated. Mean while, we have Ing ways of making our present pro-
grain, designed to stmnu ravel in the States, more effective. There
is a strong feeling t hout the government t e must spend more money
to promote our p uct, to make lnore foreigners n ore of our own citizens
aware of the toIst attractions here and to make ose tractions as accessible
and al)pealien as possible.

It is elea that our trade b ance nd ex growth are t key to the future.
Wa here a the govern h v ta ked a gre t deal about xports and I be-
lieve we ave made gres -partI ularly In the Commerce epartment-in
our var ous effort o stimul e exp rts. it I am not sir. tlmt we' have
made i as clear a we should th are a -Y ter of crit al concern to
all of a. Here is a vor in 'hich thel ov rnment an the businesscAom nity. clearly have a de 'tingumtua ty of interest.

Th Action Conmnittee o N ional 'xI t Exlnsho Cou cil recently
subm ted three )orts to t resident on B p rt Pbna cing, Eirpor s and Tax.a-
tion, nd Ocea4 p Rt t Ia and Ex ort Eimn fon. These
repo s contain a nun r f he I s suggestions. Mr. Harold
Lind r, Chairm iieof the xpor - n rt ik, has announced a ong list of
adju, nents in t m thct e signed to make it fate and easier
and I some Inst nces c a r for rte btain export fima, lng. These
chang s coincide ith retain f th nco mdat of the NEE Action Com-
mittee epoi t. recomwen ese repor are unde active study
in the vernment and no doubt be reflected in fu her posi ve action.

Th61 e Cminerce Departinem item sifying Its effor- to bring ogethor Amneri-
can prod cers and fore mnprter and t ass the Amier an producer to
make, pac ge, and del r his proldu t: In tI i st effective ay for sale in a
foreign nmar t.

The Secreta of AgricultureIs actIvelY engaged In pro oting exports In that
very important tor. Our AID mission directors ar ecoming more export-
conscious and stu of ways in which they can h stimulatV United States
exports with promising e at-business pote,ti re underway.

Indeed, there are encour 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. The encouraging thing about the March figures, further-
more, is the broad range of nonagricultural products fdr which export demand
increased.

But we can do still better. And we here in the government must make sure that
we do not unwittingly put impediments-administrative and otherwise-in the
way of our exporters.

On the import side, I am hopeful that as the rate of Increase of Gross National
Product slows-aid 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 domestic sources.
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Our goal Is still the achievement of equilibriula-sustained equilib:liun. The
multiple costs of Vietnam have made the task more difficult to be sure, and it
may be that we will have to settle for an interim objective of equilibrium exclusive
of the costs of Vietnam.

As always, the future Is unclear. But this should be crystal clear: we will i each
-1 iiipi'oimriate degree of eqtillibriuiii( and we will do so in ways consistent with
our obligitt Ions, its we see them, to our own citizenry and to the remainder of
the Free World.

Senator D.wr'o. )o you anticipate liat it is going to continue?
Mr. S-''II. As I understand it, there is it lot of opinion Ilat the rate

of increase is likely to taper off.
Senator I [AirTK. Is it going into it recession, in your opinion ?
Mr. S.Mrir'. No, no indeed. No, I said the rate of Increase.
Senator I H[.RTKE. I just wanted to find out.
Mr. SMI'iL. Also spurred on bv this tremendous l)rosperity, there

has been substantial investment In new capacity, more efficient, and
which should be more productive capacity.

Senator HIATKE. What, about the investment by foreign companies
into new plants and equipment and expansion?

Mr. SxTirn. Well, it has been going on, too. But I think that
Senator ILUinmiE. At a more rapid rate than in the United States or

less rapid, percentagewise?
Mr. SMITH. I am advised less rapid.
Senator HARTKE. All right. We have a new steel plant that is

going to built in China, right?
Mr. S-3ITI. If you say so, I (1o not know about that. I know there

are new steel plants built in Mexico and Brazil and various places.
Senator HARTKE. Yes, which is a remarkable situation. You have

the West Germans using our soldiers to defend them in Western
Europe 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?
Mr. SMITI-I. I would say so; yes, sir.
Senator HARTKE. Every underdeveloped nation in the world-the0

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. SMITH. Well, now, I do not know about that. I would say
this-

Senator HIARTKE. 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 go ahead 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?

M r. SMITH. Yes.
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Senator HARTKE. 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 policy 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 in('rease interest rates. All of these problems seem
to be falling around our )ack because of the balance-of-payments prob-
lemt which we do not seem to l)e able to solve.

Will you tell me what we are really doing to try to solve the balance-
of-p)ayments problem?

Mr. S-mrri i. First if I could make one comment, sir, on these foreign
steel nuills, if I may. 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, 1 assume, but it does hell ) 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
1)1 us item for our balance of payments.

I just wanted to make that ine comment that, as I say, it is not help-
ful io 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,
tlen I assume in a sense there is to a. degree some offset against the ad-
vance balance of payments results of a steel import.

Well, there is nothing new and magic, in my opinion, in our balance-
of-payments program. We are p-essing very hard to make all of our
existing )rograiiis more effective, to reduce overseas expenditures to a
minimum, to increase the U.S. procurement component in our foreign
aid expenditures, to do everything possible to promote out' exports, in-
cluding sMie i improvements in our export financing procedures.

I recall having seen this morning a statement by the President of the
Export-lmport Bank that between direct loans'by that )anik and its
guarantee and insurance programs, last year, the Eximbank made a
$1.8 billion contril)ution toward oi12' exports. We are just plugging
a wa ,. I would say, every 1)place we can to luslh things which will either
cut down our foreign outpayments or increase our ini)ayments on
our balance of )aylents.

Senator HAlRTKE. Well, just to correct the situation, I want to point
out that in the news release issued by the Treasury I)epartment on
May 19, there was a $582 million deficit for that quarter, which is
consideral)lv more than-twice $250 million. The point still is in this
analysis. The Secretary-and I am not saying he is right or wrong-
gra'bs at $150 million which he says was the Canadian security issue
which was shifted from the fourth quarter of 196.5 to the-'wlieh
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 I1 aim concerned about, bIlt there does not seen to be thatsame concern elsewhere.
)o you have any explanation for this lack of concern for $870 mmil-

lion in deficit.? There is great (cotcern btl)out $150i million.
Mr. S IrIL Well, sir, as far as I am concerned, it is a matter of

concern to me. I have not shown any lack of concern for it.
Senator tL\RT'rxE. Let me ask you this then: What is the chief worry

at this moment, as far as the Treasury is concerned, on the balance-ot-
payiielnts front?

Mr. Smrrt. The chief worry ?
Senator IIArKE. Let me help you.
Mr. S ru3 . I would say that our chief worry-
SeIator lHAmKE. It ine help you. I will give you the Secretary

of the Treasury's statement on May 3 as rep orted in the Washington
Phost business and finance section. "Fowler Warns of Import Balloon-
ing," article by Hobart Rowen and-this must he a Frenchman---David
Fouguet. Is he here? Fongruet. nyway,"Treasury Secretary henry
1,I. 1 owler conceded yesterday that the chele f worry"-I use his words-
"on the balance-of-payments front is that imports are increasing faster
tha n exl)orts, thums reducing the 1.S. trade su rpll us."

Is that it fair statement now.
Mr. S-mIru. I certainly would not argue with Secretary Fowler's

statement.
(Tie article referred to follows:)

(From the Washlngton (D).C.) Post, May 4, 10(1(

FOWLER WARNH OF IMPOIT IALL.OONINO

01.N IHobart Ito\\ell and Davihd Fouguet)

Treasury Secretary Henry II. FPowler conceded yesterday that the chief worry
on the I alance of payments front is that hlmloris are increasing faster t1han
exports, thus reducing the U.S. trade surplus.

At a Cha ber of Conmerce luncheon, Fowler said that imports were gaining,
on ali aitiual rate basis, about one antd one-half ta1nes as fast as exports.

Fowler's fellow panelist, Robert S. Steven)Kon. chief executive officer of Allis-
Chalmers Mamfacturing co., put the matter i even more blunt terms.

-... the (export) race Is running against us," Stevenson said. "Front
1960 to 1965, America's export sales Increased 35 per cent, but, during the samne
period, Industrial Europe's hipoved by 54 Iper cent."

Earlier this week, the Federal Reserve Board's annual report warned that
further substantial Improvement In reducing the U.S. payments deficit would
have to come front larger exports, rather than reduced capital outflows,

In related activities:
0 A Chamber panel agreed unanimously that tle business community htas

much at stake In efforts to reduce poverty. Walter 1. Hoadley, senior Vice
'resident of the Bank of America, urged businessmen to take anl active part in

local anti-poverty campaigns.
* A group of 60 textile Industry leaders, after . amet ing with (ommerce

Secretary John T. 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 lutch 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 Admuinistra-
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
deficit Is the over-riding consideration.
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"We believe," lie sai, "he immediate benefit to our bialiilce off l1y1('iit s from
i moderat( rate of ('alital outflow in this period of pressure warrants some loss
of benefit in tie future, when our overall balance of payments position is ex-
pect('ed to be stronger."

Richard C. Fenton, president of Pfizer International, Inc., a major drug firm.
snipled right back at Fowler:

"A fundamental principle," lie said, "is that in order to export most producls
successfully, you have to set up an operating business abro( -tht is you
have to make direct investments," lie sai(.

Fenton added that if a choice had to be made between losing gold and a'quir-
lag plants overseas, "the choice should be for the plant."

Both Fowler and Stevenson agreed that the answer to beefing up the P.S.
trade surplus lies in expanding exports. Stevenson suggested that husiessmen
put behind them their traditional opposition to "Ooverinent assistance," and
urge the Governnmnt-with loan programs and other Incentives-to match what
ot her Governments do to hielp their exporters.
"The businessmian's rol," Stevenson said, "is clear. It's simply to sell more

mer(handise. What a pleasant task."
urgingg the session on ps)verty, lloadley said the demand for grentAtr business

lea(iershilp In this and other social areas has never been higher and seemnis certaili
to Increase.

lie added that executives should be prepared to lend assistance to malce Gov-
ernment poverty programs more effective, because "they will not go away, and
Ihey pose a major threat of econolc waste If not aduiiiistered properly."

Thonas I1. Coulter, chief executive officer of the Chicago Association of Coni-
merce and Industry, exl)ressed confidence that businessmen could make liii-
lsrtant contributions toward alleviating poverty, especially through training
programs.
The other member of the panel, Columbia University professor C. Lowell

llarriss, creditel business, In Its role as a great producer (f goods and services,
for having reduced pMverty.

"By and large," llarriss said, "what is best for the company will be best for the
pIlihIlli 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 ita stable price lie.
Both Ackley and Connor have participated In this effort, sometimes Jointly,
sometimes separately.

Senator IIAIITK,. All right.
Now tlhat. we have got ten the fact--
Mir. Smrri. Cam 1 say one thing?
Senator HARTRE. Yes, sit'.
Mr. Sm'ru. Just to put it in perspective. I was just not %ing at

lunch looking over some figures, that taking the first quarter-and
again I do not want to draw too much conclusion from the first quar-
I er--but our exports, the annual rate of our exports, total exports, not
talking about steel, )ut our total exports for the first quarter of this
year were 8 percent highe than our exports for 1965.

Senator lAr'T E. I ow much were imports though ?
Mr. Smri'. The trouble was that imports were up 12 percent.
Senator IIARTKIO. I understand that.
Mr. SmI''r. So that we lre maintaining a very good rate of exports.
Senator ]I,\mrTi. What is it, on the basis of the first quarter re-

was the balance of trade in 1964?Mtr. Smrml. $(1.7 billion.
Senaitor ]IAri'liKE. I think $01.9 billion; is that not correct-$6.7 bil-

lion-what was it in 1965?
Mt". (h"IN. $4.8 billion.
Senator ][.urKtu. What was it on the basis of the first quarter re-

turns in 1966?
Mr. Smurji. $4.4 billion.



Senator -AUrI'EC.. $4.1 billion.
Mr. Smrrii. That ist liffeirence.
Senator ll.\rirK. $4.1 billion. 1)o you want to say $4.4 billion .
lr. GrIFIIN. Yes, sir.

Senator I,'rHAirK. Then there is a variamiem between yourself and
Secretary Fowler's statement ati noon today which was $4.1 billion.

Mr. SMI-TI'l. There are some ad iustuietits, depending on whet her you
are looking at it froIm a ahu(e-o-payments standpoint.

Senator I Imrri(,. No; I talk about balance of trade. 1 do not want
to talk about balance of payments. .1 want to talk about. them but, let
us iust keep itb Imlance of t trade. You just said ill the b)lace-of-t rade
sitliation we were doing very well.

Mr. S-Ari'ri. No; I said our ex1 )orts were doing very well.
Senator I rnr,. They are not doing very well 'hen compared to

our illimorts though.
Mr. Strirll. That is right.
Senator l,\rit l,. That, is right. This is exactly what I 11ini talking

about. This is th l)robl)em.
Mr. Smri'mI. Yes.
Senator 11.MIrT.. At us coMe onl baek to some of your statement.

You have in your statement, and I would take page 3:
It, might he ('oncluded thai the purpillrl of such 11 study would I to establish

a basis for restrictive action against stei linmports.

Do you find thlat any plave in the resolution, any statement that in-
fers that whatsoever? *

Mr. SArm r. No; there is no statement.
Senator Ihi'rrKE. Where do you draw such a eonelusion? Where

(lid you make this prejudgment ? I did not prejudge it.
Mtr. SAi'rii. I was'stati m what might he the interpreftit.ion paced

abroad on a study that was focused-
Senator I I.\rrTv. Where w'auld some foreigner-
Mr. Smnt' (continuing). On imports.
Senator 11wrmr u. Sure, i can understand someblody might put an

iiterpretat ion on it. D1o you mean to say you do not. trust our own
Government to be factual 'and object ive inl such a report. ?

Mr. S-Arri. No, indeed. No, indeed.
Senator MI,\r'rum. What is that based on? Why did you put that ill

the statement? That is in here several t ines.
Mr. SAIrii. Well, I think this relates to my point that. a meaningful

stldy, we think, in terms of looking it whll, the problem of the steel
industry is, should take into account, all of the many factors which
hlve any effeet, and that a resolution couel id in te:ins-couched in
terms solely of imports could be misinterpreted as something that. was
designed t, estalisli the basis for restrictive action.

Senator TLn'riup. lWell now, there is not nearly the chance of iis-
interl)retation of the resolution as there is it statements by it member
of tho iulministration Coining in here aind giving in interpretation of
this sort. Maybe suih in interprettit ion would never have been voin-
sidered exce)t.you Came oil ill ilnl( glave it. Is there some basis upolln
whilh you gave such il int- erpret it ion?

Mr. S l 'il. 'Well, the only basis---
Senatlor ITAir'i'K. have yoll remidI the resollition ?
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Mr' "II. S ' ' , , Yes l 't c, si;s rv llily~.
Aillog othliers, liis %%-its ii. c(n'Oive4'li eXrles'set'd by Se tli'y H eleter's

llth'e.

Seato Illr'l I I.%1W1KE. SerelrI I lI e (lid not wriI t I is, il id if Sevie-
(irV elert'er wouhl COlli oil )1 liivik hiei' and1(1 exl)ili hiioV 11Ihti 5i(,'(4?ss
li '1111s had ill lElrpe, I wivou l dl be very iiticli interested i ll liat lo.
Youill' goii toli\'t1 IIi rill, | o haili lhli ade EXjli 510,' Act bo ' tiii tiniii itt llee,
ant ie g 1 o lii ug to hivii V4? r epoit froi i him. Wea iae goilig to see
whiat, tyj m ol r'ults lie liilt 1had(1. I 14 not thiik they lve liei very

o(li. I niight. tell yoll n, I think liel is going to have ia l). (;f
t'x ihuuiiig to lo.

v"(l 1. icolie ol back. Let, Ie ilk yii tll lis is iii thi esolution)i
oil page 2:

Repislr'ed. Thiit tieb iPresideit iH i'r t llseId to villluse it strldy of iliilijtrts ir Sittl
pililtllli tt i' iiidl aiketi--

Thll is tlie wiy it, is wrill--
biy Ihea DviN l 1li1.lt ilf Commerce.l'lt, uliinhg otlhler tilliilro~lillt

, 
Pedlhriil ilgenllesvi

N0i h iilhuilir i'5 pcl t'o--

And I lilt) going to read tlis parit \hivlh dells witili 'oil anad yoll
tel Ill4 h1ow yol ca1 tclltil' such it peciliii r ilit erprjitioll ot these iv-rd
which read-
lith  Iiiac't. of 81ll1 Iliiji it lit lil ti 1111 flll ilii li (lt' vif thu, liliiihlil Ill tlil' li1il it't'

o f hli~l l t llill I iiyillliis of llit. United Stlle..

INo (,l i va )h tll lilie if it l epell reads, that, ind( Ilist ill tlhost , fll'il,hlow\ hei call sayi. that, lie vanlilipejudg itiIll your wordis(l tlilii it leads(I,

to t the (oitliiillltiol (i,' ill itil lo(ll -olllirt(I'iestl i(tioils Oil tie ar, 4) f
imlajor foreign steel p)rodulitce, rs or Ilhlt it iighlt be c'Oilllded t iit the
)il'l)oS4? of such i stildy would be? to estaiilish i sis for 'estrictive

itli~liS against steel imIports"?
Mr. SMITII. I think points I inid 2 would b, iiiore susceptible abroad

to tlat interpretation-
Sellator IIAITK. TAt. 0 tel yoii this, let 118 fike point II the p)Ossi-

bility of "unfair, bolow-cost pricing of steel iill l'odlct iiipo'ts 1o
th 17niteti States." Are you in favor of unfair, bellicose )riciig
(if steel mill pirodiict. iml)ors ilto the Uinited States?

Mr. SAlUlI. No, indeed.
Senator IT L F. That. is whiat it silys. You caii put tiny iilte')re-

tation oil it you Willit to, but, you are the ones who are prejlidgig
this material, not, lie. IoW Ca ll you be-oU really say that 3'Oll ire
in favor of inlterp~ret ing tho word "umixir'l to mean "fair"?

Mr. SMITHr. NO, indeol(I, it is inl Singling Oult tileSC thinlgS as8 bSeS
for tiis study.

Senator IHAiITKE. I grant you thlt yOU ('1an 1ilAVe fill t'kieS Of rtp)Orts,
but, tile fct. of the after is, if you waited to ilave i1, Jludgllent, weL
could have had hearings upon tles m nillatters without the linefit. of i
stu(ly being made by tie administration. There is nothing to )'t-
cludo us from doing Jusli tat. laybe that is what. we should do.
Would voli reconimlleid that?.
Mr. 14mrrii. I would certainly not. recommend against anything that.

your committee wanted to hold iearings on. It. is crtiiinly you r
pirovince.
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Senator IIARTKI,. Oin page 5 you say there:
We believe the improvement In the eoljlt itiVe Situation of the lited States

steel indulstry will be dependent tsentially iot upon imiore restrihtive actilols
against steel imports--

Which is another prejudgment, ilfplication-
but Uplon1 the relative success of our efforts to hold down eost8 miid prices in our
domestic etolloluy.

Then you go on to say:
It will also be de lndent, significantly, upon the suevess of the steel industry's

efforts to prove lroduetivity and to iaike more vigorous efforts thin hereto-
fore to expanId markets abroad.

Now, ('l1a1 you give me any idea. as to the offers being made now by
tile Common Market to reduce their steel tariffs at, the present GAT
neoot |itiens in Geneva?

Str. SMrrli. I really do not, know nyt hing about that.
Senator ,IAIME.. In fact, are their duties not over 100 percentt

higher than ours and ithat. they have made no offer whatsoever to re-
(dllce their?

Mr. Smtvrr. I ali sorry, sir, 1 (o not really know that, sit liationl.
Senator IIARrKl. )O youl not. think slic it' factor would he ilil)or-

lit, it we could develop such facts ill the study and if they did prove
to be true it would be something to I)e considered by omr (lovernmnent ?

Mr. Smtr'i'i. Yes, indeed. I think our Government ill selecting its
iegotiat ing list of items it, wants concessions oii and items it, is pal)ir -

ing to 1lilike concessions on should lke full account of the illnaet of
these hiege!|atliens on domest ic. industry.

Senator Ili\'trI.(. .lUst how (to you )rop)OSe then, if we are going to
be aible to increase o0111 exports iito tile Common Market, when we
are not ill it position to even know wihat the facts are il reg.ird to
their tal'iff sitlllations and their intentions t'o iegotiate ill the Geneva
Conference? Do you see whai. 1 11111 telling you , I am not. trying-I
know it, is at rhetolieal qiest ion. but. what. I 4na telling you in slbstanee
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 counitiy
any more. It seems like this is an obsession with us, we are afraidl
of fllcts.

Mr. S-mrrll. While I do not have the information, 1 have a feeling
that the IT.S. steel ihilgtiry has--that there is a considerable amount
of that information available. Of course, as I said, I am not til exl)ert
oil steel.

Sentor' 1ITAiuK., What, are we doing with this information that is
available? Are we doing anything with it? What. recommendations
have Ibeel Iiade ill regard to tiis in forallitn iow \hi'ich is a\vailllle any ?

Mr. SM1'rlli. I (o not know what has been recommended with respect
to steel, 11o.

Mr. I ).vls. Mr. ('hairnman, one thing that bothers us solle hat is
possibly we do not feel that all of the aveliles have beeln exl)ored yet
for lilt i'i"lr t .l)pe of ill forllllitiol-seekilig hearing or st ud , and we do
think that the l 'aril' omissionin is one group that should be asked
to bakl :i suly of this aln wlh they couhl (1 so vecry 1)roiipty. TIIhtyp~e oif st udy t lint you| are sp)eakillg of, I tliilk, is sonietlilg thit wonuld
l~l'olml Ily take several yeui ls.
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Senator I L.%wr' I;,. Well, t ieV 'I'll rill' ('onli ssio, have t hey p'oceededl
to Start oii anything like this'?

Mr.1 )Avls. I bel ieve I tlhev lilve (1l, Some stuIidies of lhis type before.
Iit nt personlly a ware of one t lift they did on the Swiss wat chl industry
of kimerical Wat'Ih illist Iv.

Senator IIrTi'it. Yes: I understand tilt. I know that, hll I want
to kiioi will llv have (toile in steel. Wialt, if alllin, have they
(thoe ill steel I I l 'e they (lone anyt liI Ig iII ste ?

Mr. I)vi. 1 Oo niot hel ieve lthey hIave, or al least 1 11n not aware
Of it.

Sen ator I l,+rr ic. There is no reason why,,, it' they have this iinforiiia -
lion, it (ouild not l)e itiade ali'vilalhe to wli ever-Illt i mat ely, w 'litever
group is going to (1o this study whether it is the Commerce lDepart-
ni, it or otie -s-i f the T'llvill' Oonimiission has some facts which would
be helpful and 'on Ihave filets whi<,h wvomld be helpful.

The ('ommerce )epartitelit indial'ed tlhev had fivtis which would
lie helpful, what I would like to See is this thing pulled together' to
see W\Ihtere we mIre.

Mr. I) ,%,vi. Ido not t link itny good Aierieln has ally objection to a
st mIdy iII depot 1h of iii1y i Iidustrv where it can be benIeIicil I to our GoverniI -
1iiied, (111r citizens, it 1(d eerl a i lI , to oilr bill ace of paylenvts.

Mr. Sm'u'li. Mr. (Clii irnian, there wii'is olle colullinelt I waited to make
back always, if I could nIake it. right now-

Sellit Or I IAlI'l'l, F (, Yessir.
Mr. S rilm. It was when you wel' e'rferminmg to these foreigl--new

foreign steel mills bei g able to make anid sell cheaper. I persoally
have great confidence wen imrket-

Senator Ihirri(E. I did not say tlhv couhl sell cheaper. I Said they
probably would not be coiipeliive,'mit they might sell their steel
Cheaper even t ouglgh it costs theni more to lI'oduce it. That was he
point I was making.

Mr. Smin'lI. I was going to give the opinion, when the linirket, is
there over time, I have confidence thlt. IT.S. industry, including the
U .S. steel industry, can out produce, in spite of cheal) labor and any-
thing else( citil outproduce 11ld outsell producers invlwliere else iIi
the world. We always have been able to, and I think wNe will.

Senator 1hIrTm'i. I think, if you will pardon me, I think this sort of
blind faith in the American Competitiv'e position is What leads us to
some of our troubles. By the time we til out what the truth is it is
too late. I lileili just to say t hat kiiierica 'AIiI 4.o everything better is
not elough. This is Ihat led us to this gra It shocking expei'ielCe
calledd Spputnilk. We all of a sudden woke ull) one (Ill. and found out,
lhat, somebody 1r(d done something we haod not donle. and they did it
first. Then we made a great drive and we have recaptlred the loss
that we had. The point of it wAts that, in fact mid in tuith we sort of
believed we I'ere th)ie 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. I wold
rather go ahead with a study. I am not going to prejudge what it is
going to do. Let the facts come in front of us rather thln to say that
America has always done well in the past and therefore we can always
(o wiel in the future.

117



STEEL IMPORTS

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. It is increasing, and it is increasing
t his year. I (10 know that one of the factors to which we attribute the
dific'ulties of last year-that the administration is saying was a major
factor in our balance-of-paynients deficit-was the increase in the steel
imports. 'Ihat was reaflimiied to me again by the Secretary of the
treasury today, and I am not saying anything out of school. I am
jiust saying 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 situation, 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 itens 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-
st ance 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
before, 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 get you to
hnge your mind, then I will feel we can at least be back into the

race. I do not 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-
nients 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 a 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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pal)ers, the Journal of Commerce, in which they show how they have
gr'abbed and moved into, gradually, other items. That is why I would
like to find out, where we are going. Instead of being so apprehensive
ilihout us u) here on Capitol llill, just remember, we are 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.

Mr. SMITI. I should say this, Senator Hartke, that you are certainly
ver 7 )ersuasive.

Senator IIARTKE. I am not trying to be persuasive. I am not inter-
ested in that.

I want to thank you for coming.
Mr. Dvis. Tiihankyou, Mr. Chairman.
Senator HIARTKE. Mr. harry Weiss, Deputy Assistant Secretary of

Labor.

STATEMENT OF HARRY WEISS, DEPUTY ASSISTANT SECRETARY
FOR INTERNATIONAL AFFAIRS, DEPARTMENT OF LABOR; AC-
COMPANIED BY ROBERT SCHWENGER AND MARVIN FOOKS, 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 1IAJrKE. Yes, sir.
Ml'r. WEIss. Mr. Chairman, we appreciate the opportunity to present

our views on Senate Resolution 149.
Tile steel industry is a )asic one in the U.S. economy. Its welfare

air((.ts the rest. of the economy substantially. Therefore, it is appro-
lriate that its I)roblems, including its import problems, be given spe-
cial consideration as a matter of national interest.

Senator H,%RTKE. Let me say to you and interrupt, you there. I am
thankful that. somel)ody 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. I would like to let the chips fall where they
may, if they do adversely, to the two previous departments. I think it
is high time that the P ederal Government started being interested
in the future of the United States.

Mr. 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 l)ercent 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
press, forecast that 1966 is likely to be a very high year for shipments.
Nonetheless, industry spokesmen' do not expect imports to supply as
large a share of the market as they did in 1965.

The import trend this year is the kind of response which might be
expected in the face of an expanding market and a strong economy.
For most processed-steel products needed in the U.S. economy-and'I
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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 sip-
plementary source of supply when domestic supl)lier.s camot meet (e-
livery req uirements.

There Ias been some upward tren(l in imports of the less high l pro'-

essed steel products. If, in the committee's jtidgment, this im)ort
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 noncoml)etitiveness of the domestic steel
industry and the foreign Sul))liers 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 growth. in the 1 7n1ited
States and the uncertainties created by anticipation of a major steel
strike in 1965.

As the Commerce departmentt data show the imports although
consisting of many types of representative steel mill products, are most
significant for the less highly processed wire and wire productss and
semifinished 1)roducts. Recently the domestic industry reduced prices
on low-carbon wire rods and withdrew their price lists on common
quality wire rods and nails. These price chamiges may inhibit t1he
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
circumstances 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 in 1958 to 6.1 percent in 1959. Dir-ing the economic upswing that began in 1960 and which, after a 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 4.4 million tons and 3.5 million tons, respectively. In the same
5-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 1961 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 do'vn 987,000 tons from the preceding year.

Currently, domestic production continues at high levels, and the
employment situation is relatively tight in spite 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
production 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 IIAR 'KE. Let me interrupt you there. Up percentagewise
or numerically ?

Mr. WEISS. Numerically.
Senator tIIARTKE. Well, you really point with pride to the numerical

increase.
Mr. Wmiss. I am not pointing with pride. I am just reporting facts.
Senator 1l.uimK. Well, with an increase in the labor force, do you

not, think it would have been more fair to have done it percentagewie?
Mr. Wji iss. Well, not every industry increases, and this is one that

is not increasing on a long-term basis because of productivity changes
pritnarily.

Senator I.irriiE. I understand, and is not likely to.
Mr. Wii.iss. it is not likely.
Senator LARmTKmu. That is right.
Mr. WEISS. That is right.
Senator IIARTKE. So what is the significance of these facts then?
Mr. WiEiss. Well, they are reporting on the status in recent years

of the employment situation. We think it is a significant fact.
Senator HARITKE. It is significant for what though?
Mr. Wuiss. Well, on the status of the industry. It is certainly--
Senator II.ARm'K. 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 matter before us?

Mr. Wi)mss. Well, one, obviously, if imports had a drastic effect on
the industry employment migh'. fall down, drop down drastically.
The figures show that it has lield fairly stable with a slight increase
over the last few years.

Senator AIIRTKE. Let me show you again. I just want to demon-
strate the point that you are pointing out with a greatt 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 all 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
ant icipat ion of a steel strike.

Mr. Wiumss. That is one of the factors we believe.
Seltor II.0 ' :TKE. Was that not one of the factors of an increase in

(eIl)1oyinent, too?
MI'. W1"EISS. Conceivably.
Senator Ilmrr'Kn. It is not conceivable. Now, the truth of it is tht

it has to be because there was not an increase in consumption of that
proportion, and there was not a decrease in )roductivity.

Mr. WmEss. There was an improvement in productivity.
Senator IIRTKE. An improvement in productivity. So what this

was was that it was just the whole point., they were producing move
in anticipation of a strike, so they employed more, that is all there wls
to it.

Mr. WEISS. Senator, I was not trying to draw any value judgment ts
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 pro(luct ivity 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.

Mr. WErIss. 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 it is commendable.
Mr. WEiss. 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. WEIsS. We could get that, we could get an estimate on that.
Senator HARTKE. I think maybe--all right.
Mr. WEIS. I would be happy to do that.
Senator HARTKE. Would you supply that for us?
Mr. WEIss. Yes, indeed.
Senator HAITKE. Maybe we can get that from Mr. Bernstein in a

few moments. He might be able to give it to us. You keep it in
mind.

Mr. WEISS. He would probably come to us for it.
Senator HARTKE. He will come to you for it?
Mr. WEISS. I am not sure.
Senator ILARTKE.' Well, I do not care. I trust you, I am not ques-

tioning you, doubting you. I would just like to know.
M[r. WFmss. We will be glad to give an estimate on it.
(The information referred to follows :1

In order to produce in the ITnited 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 lhe 10.4 million tons of steel products in 1965. 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 1960-64. 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 HARTKE. 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, it is what you did say.
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Mr. WEISS. Well, the figures I am giving you are 1966 figures coin-
pared with 1965.

Senator IIARTKE. I understand that. The 1965 figures are an ab-
normal situation. The only comparable period would be 1959.

Mr. WEISS. Well, my emphasis here is really on the figures of the
first 3 months of 1966, in comparison with previous years.

Senator HARTKE. Why do you not compare 1966 to 1963?
Mr. WEISS. Well, I have.
Senator HARTKE. 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 is quite obvious that, 1965 is not a fair

comparison. That is all I am trying to say; really in all good common
judgment ou should take that out of the picture. It is not a fair com-
parison. R 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 percent 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
in steel production. 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. steel market than did 1965 imports, partly as a
result of the industry's ability to supply American steel users from
expanded and modernized facilities and because there is little prospect
of any important work stoppages. Imports supplied 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 IIARTKI-.. Well, Ave have a unified approach from the ad-
ministration. Ihey (10 not want to know t ie facts.

Thank you. AWo will see if we can get their from tie other side.
'[hanlc you. 1 have no questions.

1'r. WMss. Thank you very much.
Senator tl,\rTIC. 1)r. Roberts, you may proceed, sir.

STATEMENT OF GEORGE A. ROBERTS, REPRESENTING THE TOOL
AND STAINLESS STEEL INDUSTRY COMMITTEE, ACCOMPANIED
BY THOMAS SHANNON, WASHINGTON COUNSEL

Mr. Romimrws. Thank you very much, sir.
Mr. (11hairmanlhil, my nam is (eige A. Roberts. 1 am president of

ATa.seo Metalls (Corp. i it robe, 11., and 1 apptea r today is ii representai-
tive of the 1ool & Stainless Steel I lidust Iry ('onun it tee. 1 am pleased
to have this Ol)l)1Olunity. Our (oliluIittei, is ln ini'oruijil association
of 17 IT.S. pro(Illers of specialty steels till having an interest in
problems ill the international trade area. Attached to this statement
is a list of our membership. 1 have with me t'r. 'Iioimnis F. Shanon,
Wshinigtoi counsel for our commiuiit tee.

1 dont. wmait to keelp you in suspense. Keep to your guns. W1e
favor it vonlgre-,siolnal study of imports of foreign'steels, and will
help the study group in any w)ypossIlle.

We slibiliit olit. commilleits to this om(iillittee as it dist mlet. and indi-
vidll industry with different (.ihira(teris ics than1 toitiage steel.
tlowever, like'the tonnage producers, we feel the impact of ever
increasing imports of foreign steels; like theml we favor a coingressioil1
study of imports and will hel) the study grolip ill ally way possible.
Our raw materials, technology, l)rodu"lvs, markets an1d app lications
lIwo completely different froni those of the tonniage steel industry.
Frthlierniore, the effect of massive specialty steel imports is more
serious to the [Iiited St ates tit o1l'd hO lil)J)areit by serving only
statistics on total loss of employment or foreign exchange in the stel
i(llist ry. Our skills ill innova tion, sience, 111and technology are lt tie

foref rolt of ui.t erials progress it(i Iliust b~e ret1 ni ed wit h st rength.
1W hile Senate Resolution 149 focuses on the problem of steel imports

in geiieral, I wish to make it clear at. the out set ihat the specialty steel
inhiust ry is concerned ltest its part icular position as a (listinet inihust ry
be suliberged ill tile contextt of tile total steel indust ly at this hearing,
or ill a stldy of steel imports. As a precaution Igaiilst. this possible
oversight, this testimony focuses on the import problem with s)ecific
reference to the specialtyl steel industry.

Our steels ilre high-alloy high p)ertfornia'e steels. They are stain-
less steels. 'They are tool steels. ' hey are ninny other ailoy steels.

They comitaili lar-ge aniounts of chromium, nickel, molybdenum, vai-
adillii, tunsten, cobalt, and other elements which make them
extremely resistait to eorrosion and to wear, give their a high degree
of toughness and strength, and enable them to do Jobs which carbon
stels cannot (1o. The metallurgy of specialty st etls is eOml)lex and
delimte, their applications are exotic. Our labor force is highly
skilled, outr marketing men are engineers, our research and (evelol-
ient., have always beei sophist icated far beyond that. of tonnage steel
producers. Our products are tailor made for critical and Sl)pediich
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applications, many of which require -only small quantities. We thus
filfa need for meeting the demands of national defense, of new science,
of engineering and technology, by having available a capacity 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.

i. oHANGIN PAI xNS Or WORLD n iN SPZOIALTY sTnSi

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 industrialized 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 specialty 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

toward greater self-sufficiency, striving for reduced dependence upon
imports.

Most of the foreign specialty-steel-producing nations, because of
limited home markets or dependence 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 25 percent
of its annual production thereby becomes eligible for special financial
benefits. In some countries in Vurope 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 0-6O-----9
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II. THE PROBLEM

The main problem confronting tie 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 imports. Imports can make a positive
contribution to the economy andto 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 imports and domestic production on the other hand can impair
the economy and disrupt the domestic industry. Disruption from
excessive imports is a poignant and recognized problem in interna-
tional trade. Even the General Agreement on -Tariffs anal 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
publicly the dangers to our international posture and national strength
through an investigation 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 is to retain its world posture.

A. IMPACT OF SPROLTY STEL 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 1965, the quantity of specialty steel imports has
increased on an average of 65 percent a year, whereas in comparison
domestic shipments have advanced only I 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 1959. Domestic market
penetration by imported stainless steels has risen during this period
from 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
in 1965. Tool steel imports have increased equally dramatically, reach.
ing over 10 percent of domestic shipments in 1965. High speed tool
;jteel 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 Iunsophiticated 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 specialty steel industry, a favorable balance of trade
was maintained until 1564. In that year, the Department of Com-
merce figures disclose an export surplus of identifiable tool and stain-
less steel of 16,716 tons worth $28 million. In 1965, 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 a deficit of 27,754
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.
Considering tool steel alone, imports have exceeded exports in both
tonnage and dollar value for more than 4 years. This trend should
prove alarming to responsible thinking people in government.

The significance of this deficit to the national balance of payments
is crucial. First, the amount of the deficit, and of future deficits, is
substantial. Second, discrimination against exports of domestic
specialty steels by foreign 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 programs and do not make a contribution to the balance of pay-
ments.

Behind these figures, several disturbing and major trends are
evident.

1. The total quantity of special steel imports continues to spiral
upward. This is a long-range problem. There is every reason to
believe that, short of major disruption in the world supply of specialty
steels the trend of rising imports will continue.

2. imports 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 im ort penetration threaten
the ability of the domestic specialty steel industry to maintain present
operating 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 p art of the major industry bargain-
ing unit. However, experience has shown that imports retain the
inroads made into our market even under stimulation of a strike
threat.

MI. IMPOIrrANCE OF THE SPECIALTY STEEL INDUSTRY TO THE NATIONAL
SECURITY

Specialty steels are vital to the security of the United States. En-
couragement of the present rate of increase in imports of these
products will make the United States dangerously dependent upon
foreign 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 strategic products which are dependent upon specialty
steels would include: missile and rocket frames and parts, airplane
structures, atomic reactors, jet engine turbine blades, bal bearings, oil
refining equipment, and cutting tools and dies. Not only is the
Apollo spacecraft fashioned from stainless steel but so also the anti-
spike innersole in the combat boot now being worn in Vietnam.
Similarly, 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 metallurgical 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 power 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 modem equip-
ment that permit the production of nickel and cobalt alloys for white
hot jet 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 generatingequipment.

This is only a small list of examples where the defense of the
United States is strategically dependent upon specialty steels. In
addition to the direct strategic importance of specialty steels to the
national defense, mention should also be made of the dependence of
all industry upon specialty steels for dies, machinery, precision tool-ing, and other in-house applications. Twentieth century industry
relies 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 future. 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 specialt steel industry can
give us this assurance. The Department of Deense 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 satisfy
reuiements. Skills through basic materials can be stockpiled,
know-how cannot. If this Ation desires to excel in heavy industry,
in space and in weaponry, in science and technology, it must insure
the retention of a strong 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 foreign sources capture the domestic
market, or an important 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 specialty steel industry requires the
maintenance of the health of all segments of the industry, as well as
a healthy economic and political climate in which the forces of our
private enterprise system can operate. 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 growth of specialty steel imports, it is apparent that n-
ports must be kept in balance to insure the orderly growth of the
domestic 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 the industry and undermine the national
security. They do today.

IV. CONCLUSION

There has been much talk over the years about the stimulating and
dynamic impact of foreign competition on the domestic economy.
This 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 specialty 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 legislative or administrative action may be taken to remedy
this crucial problem.

Thank you, Mr. Chairman.
Senator HAirKE. Thank you, Mr. Roberts. You are not afraid of

the facts, right?
Mr. ROBERTS. Not at all, sir.
Senator HARTKE. All right. Thank you, sir. That is all.
(An attachment to Mr. Robert's statement follows:)

TOOL AND STAINLESS STEEL INDUSTRY CoMMrrrn

Allegheny Ludlum Steel CorporatiOn
Armco Steel Corporation (Stainless Division)
Bethlehem Steel Coporation (Tool Steel Division)
Braeburn Alloy Steel Division, Continental Copper Steel Industies, Inc.
The Carpenter Steel Company
Eastern Stainless Steel Corporation
Firth Sterling, Inc.
Jessop Steel Company
Jones & Laughlin Steel Corporation (Stainless and Strip Division)
Joslyn Stainless Steel Company
Latrobe Steel Company
McLouth Steel Company
Republic Steel 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 HARTE. The next witness will be Mr. F. C. Muntwyler,
Independent Wire Drawers Association. With him is Mr. James R.
Sharp.

STATEMENT OF F. C. MUNTWYLE, PRESIDENT, THE INDEPEND-
ENT WIRE DRAWERS ASSOCIATION; AOCOMPANIED BY IAMES
R. SHAEP, 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. A

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 product industry.

The independent Wire Drawers Association is a national trade asso-
ciation representing over 30 independent nonintegrated wire drawers
and fabricators. I use the term independentt " 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 steelmaking capacity.

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 a 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. of Chicag,produces bright basic wire,
galvanized wire, baling wire, chain link fence, welded -'ire concrete
reinforcing mesh, and a host of other products.

The basic raw material for the steel wire and wire products industry
is hot-rolled carbon steel wire rod. In the United States, wire rod is
produced by 15 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 producers of wire rod and by many smali,
independent, nonintegrated wire drawers and fabricators, who are
dependent upon the integrated producers for their wire rod. Econo-
mists charcterize 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 Monooly Legislation recently held hearings on Senator Russell
Long's bills, 5. 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 a 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
prices 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-grphically 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 markup on the wire drawing
and fabricating process. But the major steel producers mised wire
rod prices in 1955 1956, 1957, and again in 195S. According to the
Bureau of Labor Statistics, 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 compete
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 squ,*ze 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 fhis point
that some of that- they also imported steel to fill their coniitments.

Over a 5-year period, when domestic prices were perfectly 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 corporations 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 with
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 complaints against
wire rods from West Germany, Begiumn, 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

132 SIM DORTS



STEEL IMPORTS

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 I of this year the United States Steel Corp. announced it
was withdrawing published prices on low carbon wire rod, in order to
aggressively compete against imported wire rod. Salesmen from the
United 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 market place.

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 iime§
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 steel imports are detrimental to
the U.S. economy and the U.S. steel industry. Certainly the first
four whereas 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 states a legal and economic conclusion that steel im-
ports pose a serious threat to the profitability of the U.S. steel in-
dustry.

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 plight of the small
independent nonintegrated steel fabricators who have been forced to

133



134

purchase imported steel because of the price squeezes applied by
Steel.
senator HARTKE. Let me say here that the Commerce Department

is catching it from both sides. [Laughter.]
Mr. MUNTWYLE. In the second place, we object to the phraseology

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 object to the phraseology of point 2 in the
proposed study. Any study of profitability of the domestic steel in-
dustry 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 the 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 Conmission.

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
program.

The 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
appropriate Federal agencies."

We 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 US. steel industry and
the response of the U.S. steel industry to import competition; (3)
the relationship between increasing steel imports and decreasing steel
exports and the cost of producing steel in the United States and the
pricing policies of the V.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, 37 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 complex subject.

Thank you very much, Senator.
Senator HARTKE. You do think there is need for a study?
Mr. MUNTWYLER. Yes, I do.
Senator HARTKE. 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, Fran(e, 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. MUNTWYLEIR. Yes, so I understand.
Senator HARTKE. Before there is goin 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 finding that they were being sold for less than
fair value, is that not true?

Mr. MUNTWTLER. I think you are correct, Senator; yes, sir. It was
that there was no injury.

Senator HARTK&. 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 under the present
statute in any type of situation, is that not true?

Mr. MuNTWYLm. Yes, sir; that is correct.
Senator HAR=E. 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. MUNTWYLER. That is quite probable.
Senator HAR'TKE. Yes, sir. So the reason I am pointing that out

is that as long as yrou have continued prosperity 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 wrong with that. That is fine. But I do not contemplate
going into a complete question of antitrust investigation, because, quite
honestly, as I 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 HARTHE. Mr. Seymour Graubard from the American In-
stitute for Imported Steel. I think we will still let you catch your
plane.

STATEMENT OF SEYMOUR GRAUBARD, COUNSEL, AMERINA lNSTI-
TUTE FOR IMPORTED STEEL, INC.; ACCOMPANIED BY KURT
ORBAN, PRESIDENT, AMRICAN INSTITUTE FOR IMPORTED
STEEL, INC.

Mr. GRAUBARD. Yes, sir.
Senator HARTKi. You may proceed.
MHr. GIRAUBAR. 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 millA began withdrawing from
the international market in the 1950's--can you explain that?

Mr. GRAusA m. 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 cQmpetition between American
steel prices and foreign steel prices became apparent, 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 prior 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." N I

Senator HARTKE. Who used the term "deluge"-is that your term I
Mr. GRAUBARD. That is my term sir
Senator HARTxE. I just want to know who you are quoting.
Mr. GRAuBAPRD. 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 HAmwKFn This is your tag, right?
Mr. GRAtMAPD. That is right, sir.
Senator HArj. All riglit.
Mr. GRAUBARD. I stated-the reader is left with the impression that

the foreign steel producers, relatively quiet until 1961, have since then
been aggressively pushing steel into our country from the four cor-ners of the earth.

Senator Hrrz. Let me ask a question. Haven't they?
Mr. GmAu u). Pardon?
Senator HUm-in Haven't they ?
Mr. GP.uB&D. May I continue, sir?
Senator HAuTpm. Well, haven't they ?
Mr. GPUBA'. As an old draftsman of resolutions sir, one can

state simply that the increase in imports is marked. When 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 HATRmE. You do not think then that they have aggressively
been increasing, is that right?
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Mr. GaRmuBw. As I stated, sir, the recitals are accurate as far as
they go. They do not present the proper picture overall.

Senator HARTIKE. All right. You want to modify the recitals?
Mr. GRAUBARD. I am making certain recommendations along that

line Senator.
W 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 HARnmr. I would not find any objection to that. I would

agree to that. I think that is right.
Mr. GRAU BVw. 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 HARnm. I would agree with that. But imports have in-
creased faster.

Mr. GRAUBARD. But, you see, sir, there is a good economic reason for
this, almost an elementary reason.

Senator HARTE. We are just talking about facts now, not
conclusions.

Mr. GRAuAww. I am talking about facts.
Senator HARIXE. I want to agree with your facts. I do not want

to have a dispute on facts.
Mr. GRauiaw. We can have no dispute, I think, about what I am

about to tell you.
Senator HAwmE. 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. GA Duasi. I make no dispute about that.
Senator HARim. That is thepoint I just want to-
Mr. GRAumw . But a study should be premised-
Senator HArrE (continuing). Want to keep things in proper per-

spective, and that is all we want to do in this hearing.
Mr. GRAuBuA. I am perfectly willing to accept your statement that

imports by rate have grown faster than domestic production.
Senator HA==. This is right.
Mr. GPAuw. This is not true, of course, in regard to quantity.

Domestic production by quantity has increased far more than imports
have.

Senator HARTIn 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. GxuAD. Fine, sir. I will come to that, sir.
Senator HAxrn All right.
Mr. GiuwBmw. 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
working at 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 to 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-
vide armament for ithe 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 $1.25 billion
negative factor in the U.S. balance-of-payments accounts. This is at
once both inaccurate and misleading.

Senator HAnwrz. On the basis o the information at that time it was
not.

Mr. GRAUBmwL.. I think, sir, on the basis of any information it is
misleading and I think it is inaccurate.

Senator iiun All right.
Mr. GRAuBAm. Both.
Senator H~murr. All right.
Mr. GRAusmi. Judgments cannot,-I am coming to that.
Senator HARTKE. This fact can easily be established, and if it is

wrong I will stand corrected.
Mr. GRuABARD. Fine.
Senator HA.RTK. 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. GRAuBRD. 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 is an
inaccurate statement, it can be corrected.

Mr. GRAu&%RD. 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. GRAuDARD. 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 US. imports of one commodity.

As every trade expert knows, the total spectrum of exports and im-
ports is the proper frame of reference. And, as we all know, the
United States has what all trading nations desire-a quite favorable
overall trade balance.

Senator HARTmK. A continuing deteriorating one.
Mr. GRAuBARD. Not at all, sir.
Senator HARTxrF. Well, you dispute the Commerce Department on

thatI
Mr. GRAuBARm. No sir.
Senator HArmic. Ill right, just explain it.
Mr. G1muwAnn. What I would like to do is to add a factor to that,

and it is this.
Senator HAmxir. All ri ght.
Mr. GA Ua w. When tle 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 confct which, in any other
generation, would have been a major war---

Senator I-ITKE. Wait a minute, you come on back. Let us stay
with some facts and let us not fight inVietnam. I am not interested in
that. You and I might disagree on how to conduct a war hi Vietnam,
but the point we are talking about, is the statement you made here,
which said is not right,-

Mr. GP uBRD. That is right.
Senator HARTKx. You say that the overall trade balance is not de-

teriorating.
Mr. GPuiaARD. That is right, sir.
Senator HARTE. All I am saying to you is that it went in the last

2 years from a $6.7 billion surplus to a $4.8 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. GRAUBARD. It will take me only 80 seconds, sir, to explain it,
and it is this: When the U.S. economy, because of foreign conPict,
because of domestic increases in production and consumption is so
tight, then it is inevitable that the demand of the consumers in the
United States will be met by imports.

Senator HARTKR. 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." I
will use a different word, that the favorable dollar balance of trade
has been reducing since 1964 and again in 1965 and in the first quar-
ter of 1966.

Mr. GRAUBARD. I accept that, sir. But may we combine that with
the state of the domestic economy so that the fact will be understood.
It will have context.

Senator HARTKE. You just take issue with the word "deteriorating."
Mr. GRAuBD. No, sir. I take issue with the concept, the basic

economic concept, which is accepted in the resolution.
Senator HAis. You go ahead. I understand you.
Mr. GRAuAu'. But even in the narrowest context, individual com-

modity trade balances must be computed by using export as well as
import 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
amo7at. But even that figure is a half-truth. When we include trade
in products manufactured from steel, then the United States has en-
joyed a favorable and not an unfavorable balance of steel trade.

he fifth recital states:
2.onomic contraction and rising unemployment in Great Britain and France

threaten to divert increasing quantities of steel mill products to the United
States at prices below U.S. market prices.

We respectfully submit that this statement is pure conjecture and
speculation.

Senator HAiRnx. All right. All I am going to do is inform you
of an article appearing in the New York Tines of February 14 "Steel
Slump Hits Europeans Again," in an article by RichardE. Mooney,
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.) Time, Feb. 14, 19661

STIZL SLUMP HITS EIUROPEANS AGAIN-FExOSs CAPACITY WEAKENS PRICE-
Mmaoms RISE IN FRANCE AND GERMANY

(By Richard IL Mooney)

PAnis, February 1.-While President Johnson fights off rising steel prices,
Fried Krupp is fighting off reductions.

The European steel Industry is in another slump. Moreover, steel makers
believe that this is not an ordinary periodic or cyclical weakness, but a basic
developulent of overcapacity 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 Italian production in the last year, a modest rise In
Britain, and declines In West Germany-the biggest producer--and France and
Austria.

The High Authority of the Eluropean Coal and Steel Community has warned
recently that there will be a serious 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 cooperate,
Joint ventures and mergers.

TWO FRENCH VENTURES

The French industry disclosed a plan for a pair of consolidations this week,
provided that the Government promises major financial assistance for the next
five years.

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-Hdrder 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 Phoenx-Rheinrohr were merged to form the
biggest steel company in Western Europe.

AMONG WORLD'$ RIOGEST

The Thyssen-Phoenix concern ranks fifth among the world's biggest pro-
ducers, but the world's dozen biggest steel makers include only two European
companies, along with two Japanese and eight American concerns.

A Ruhr 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
wavw will go this far anytime soon.

The apparent sources of the European 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,
Europe raised Its scale several years ago and started building much bi r
plants, such as Italsiders at Taranto and Usinors at Dunkerque.

Also, the general pattern of the European industry's business is different
from that in the United States. While the steel industry everywhere tends
to focus nu home markets, Europe's industry is more involved than its United
States counterpart in world market conditions.

Weak prkes on the world market, new and efficient capacity in Japan and
new capclty in India and other underdeveloped countries mean trouble here.

The Eu-. ean 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 beet
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 plants cannot move.0

64-88 0-8.------10



142 wrZ hMore S

OMPITION WITIN BLOC

Finally, the European 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 an4 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-A-Musson, are also diversifying.

EFFECTS ON UNIT) STATES

Another eeet 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 authorities 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 ateel 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 1904
urcharge on all imports came on top steel tariffs that already were relatively

high.
The 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 HrrK& Let me see, here is another article.
Mr. GIAutmw. 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 H.wr. You are objecting to the statements in the reso-
lution itself. If that is all you 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
am not trying to prejudge it. If you want to prejudge it, that is your
business.

* Mr. GRAuvm. I am objecting 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 19M5
rate, they will: I

Pose a serious threat to the profitability of the steel industry and to
the employment, income, and tax revenues generated by the steel
industry.

We submit 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 steelnill 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 US. 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 study. 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.

I 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-
inittee knows, almost every dumping complaint filed is based upon
comparative sales prices of the imports in the country of their origin
andhere. Therefore, I cannot help but wonder whether there is much
to be gained by the limited inquiry here called for.

But there is 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 & Laughlin, 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 profitable. We therefore suggest that the first area
of inquiry of this resolution be stricken.

Senator HAMirT. You are having a little difficulty among importers,
too, are you not? Especially in the first part of this year on that same
type 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." It states:

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 wvant to call to your attention:
The Japanese firms, they charge, are ofering cut-rate prices and credit terms"completely out of proportion" 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
this same type of action.
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(The article referred to follows:)

[From the New York (N.Y.) Times, Jan. 18, 1908]

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.S. steel imports from Japan, have formed an ad-hoc committee to plea
for a "better deal" from the Japanese.

DISPUTE TO BE A

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.S.
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 STATES

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 "available in unlimited quantities."

The importers report that they have suffered especially in coils and wire rods.
Acting as counsel for the importer ad hoe committee is Alan Hutchison of

Sharp Bolter and Hutchison, Washington.

Mr. GP uBAP..Mr. Chairman, you will recognize the fact that
complaint-has nothing to do with costs but deals with another segment
of commercial practice.

Senator HAnxT Well, go ahead.
Mr. GP ww. This leaves remaining the second area of inquiry,

dealing with the impact of steel imports on the profitability and em-
ployment of the domestic steel industry.

We 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 segment but our entire economy-we submit that it is es-
sential to broaden the study.
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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
domestic steel industry also to modernize and to cut its costs of pro-
duction?

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 ? This, 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 HARTKE. That is an unadulterated, absolutely false state-
ment. I never heard of that bureau, and I am the sponsor of the
resolution.

Mr. GRAUBARD. I am happy to hear that, sir.
Senator HARTKE. I am unhappy with such absolutely irresponsible

'statements made by a witness in front of a committee such as this.
Mr. GRAUBARD. My statement states that it was an open secret.
Senator HARTKE. An open secret?
Mr. GRAUBARD. Common runmor 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. GRAUBARm. Then I am very happy that the record is clear.
Senator HARTKE. 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. G(iAUBARD. 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 'Trade Organiza-
tion. This agency, established by the Trade Expansion 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 entire Government, family, includingthe Tariff
Commission, for assisttince 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 spending Kennedy round negotiations, this agency has been study-
ing this very question in the context of t he 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
an(l 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 -eprlong-
Hartke bill."

Senator ITARTKE. 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.

(The report referred to is entitled "United States Antidumping
Policy-At Present, and as Proposed by the Ilerlong-Hartke Bill."
Report, to the American Institute for hniported Steel, Inc., New York,
N.Y., dated December 15, 1965, and is on file with the committee.)

(Page 207 follows)
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Mr. GRAUAJD. Thank you, sir. I took the legislation so seriouslyspent many weeks analyzing it. The resolution seems designed to

provide a patina of official authority for the changes embodied in the
legislation. 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.

Senator HAiRnT . Document that.
Mr. GRAunARD. I would be glad to, Senator.
Senator Hi-Tx.. You tell me that I have been subjected to a multi-

million dollar barrage 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. I am concerned as a Member of the Senate in trying to
straighten out what I consider an awful mess. I suggest that you come
in and document that fully.

Mr. GRAunmw. 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 newspapers 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 HAirTE. 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 people of this United States. I am
not concerned with who it hits. If it bothers ),ou, that is just too bad.
If it bothers anybody else I don't care who it is. I want the facts out
here. If you are afraid oi the facts I m not.

Mr. GRAuBARD. We are in favor oi a resolution asking for an inquiry.
Senator HATrK. Well, don't talk about a million dollar barrage of

propagada Let's just talk about facts.
Mr.-GRAUBARD. That is a fact, sir.
Senator HARTKr, The million dollar propaganda directed at us ?
Mr. GRAUBARD. Directed 4 the entire Nation, sir.
-Senator HARTKh. These legislators? You happen to be speaking

to me. I am the author.
Mr. GRAtBAmw. I am saying the legislators who read the newspapers

have to be interested in this and I know you are interested in every-
thing that goes on i our Nation that bears upon your duty, sir.

Senator h . Let me say to you, sir, that you are the most,-
well, go ahead.

Mr. GRAUBARD. 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 Comnission. 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 dump-
ing were lodged, examined, and also found to be baseless.

Senator HAT"E. 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 HARTKE. Well, now, just a minute. I am just going to

say what I want to say. I am 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 finding first.

Mr. GRAUBARD. 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 -IARTKE. You said baseless. This is the point. There is
quite a bit of difference. I just do not think you want to throw in-
dictments against people for proceedings 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. GRAUBARD. 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
make a factual case under existing law, get the law tailored to fit your
facts.

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 abun,ntly cear that we do not
oppose a thorough, unbiased study of steel imports and their relation-
ship to the U.S. economy and trade policy.
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The threshold questions 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 e1ficiency of U.S. and
foreign steel production, marketing practices here and abroad, pricing
policies of the U.S. industry and of foreign steehakers, indirect costs
of U.S. and foreign steelmakers, the value of steel imports to American
businessmen and to the U.S. economy, and mary 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 neces;ary 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.

Therefore, if the committee should conclude that a study limited
to the steel trade has. a present or prospective legislative use, we re-
spectfully urge that it authorize a comprehensive 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. These
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
to the representatives of the other Government agencies appearing
here.

Thank you, Mr. Chairman, for permitting Mr. Orban and me to
appear here today and for the courtesies extended to us by you and

your staff.
Senator HARTn. Let me ask you, do you buy from any of the

cartels in Europe and Japan?
Mr. GRAUBARD. I can give you some information on that, sir.
Senator HARTKE. Yes, sir.
Mr. GRAUBmARD. 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 done?

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 Treat 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 HARTKE. All right. Thank ou, 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. STirr. Mr. Chairman, I am Nelson A. Stitt, director of the
United States-Japan Trade Council, 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 and
poorly defined, and the appointed agency is not by itself the right
party to conduct it.

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 Antidumping
Act of 1921, as amended, creates sanctions for sales of iron and steel
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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 3 of
the Clayton Act has sanctions for below-cost sales of imported steel
made for the purpose of destroying competition or eliminating a
competitor 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 difficult 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 employment, 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 policies, 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.

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-
fl trade policy of the United States presupposes multilateral settle-
ments and 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 policy during
the interwar period led to, stagnation in the international economy and
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 only by Canada. In its commodity trade
with Japan in the past decade, tde United States has had a favorable
balance n 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 equipment, and agricultural products.

Inasmuch as Japan generally has ha 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-
plished by capital flows and by selling Japanese goods to the United
States, 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 beenlighly
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 demonstrate 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 products 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 1961 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. 26.5 million tons--a growth in absolute
terms of more than 31/2 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 meaningful fire for balance-of-payments pur-
poses--is not $1.25 billion but rather $602 million.
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Furthermore, if we consider the net U.S. trade in steel and steel-
making materials and equipment--a not illogical grouping--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 suggest that the curve of the business
cycle in either 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 fact the very matters which the resolution would authorize for
study.

If the committee decides that there is merit in an extraordinary
study at this time, I s ggest that the terms of the study as presently
envisioned by Senate Reslution 149 are not broad enough to be
realistio-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 by the resolution concerns the pricing of
steel mill product imports. As I have said, there are abundant facili-
ties under American law for investigating prices, whether charged
by exporters or importers or domestic manufacturers or U.S.
fabricators, when there is reason to think such prices are in 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-
pact of foreign steel upon domestic inflation. As we all know, Presi-
dent Johnson and the Council of Economic Advisers have with deter-
mination worked hard at keeping 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.)
For the 11 steel mill products whose total 1965 demand was met by
imports to the extent of 10 percent or more, the weighted BLS whole-
sBale price index for March 1966 was 103.7 (1957-9 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 B9 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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increases in the import-competitive group were slightly more than
half the price hikes of the group less affected by import competition.IWe 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 ths 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 "price
at time of shipment" policy. 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 objective 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 a 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 a 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 industry ought to consider.

The second question set out in Senate Resolution 149 can, I suggest
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-
preciation allowances, cost of raw materials, cost of overhead, cost of
labor, 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 a 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 opening at
its Lackawanna, N.Y., plant and expects the labor shortage problem
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to get worse. Forecasts of production for the current year are high,
and thus the labor shortage will have an important bearing on the
industry's profitability. This is a problem vhich can usefully 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 rolling mills--have elimi-
nated more jobs than growing imports ever could; this is all to the
good, of course, in view of thelabor shortage problem reviewed above.
In 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 place 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 is 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
products from time to time. The question is at least open whether the
domestic 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 purchasers, and this, too, is relevant in a study of the
industry's profitability.

Finally, 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.
WVe do not claim that imports of steel generate as much employment as
does the domestic steel industry-the volume of imports and the vol-
ime 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 attribute 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. exporting industries. Moreover, the tariff revenues collected
on the s'tel imports shbuld not be overlooked.
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Finally, should the committee determine that it is good policy to go
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 ought 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.S. imports of steeimlil products bV source

Belgium- West United
Year Jspan Luxem- Get- France King. Canada Others Total

bourg many dom

Joe1:
Thousand net tons.. 597 1,060 499 321 166 304 22 8,163
Percent............. 19 33 16 10 5 10 7 100

1962:
Thousand net tons.. 1,071 1, 24 460 299 280 367 407 4,100
Percent .............. 26 81 11 7 6 9 10 100

963:
Thousand net tons.. 1,80 1,279 839 39 849 88 534 5,446
Percent ............. 33 23 10 7 6 11 10 100

1964:
Thousand net tons.. 2,446 1,384 676 440 285 692 517 6,440
Percent---------.. - 88 21 11 7 4 11 8 100

1965:
Thousand net tons.. 4,418 1,751 1,178 8M 720 644 814 10,383
Percent ............. 43 17 11 8 7 6 8 100

Source: American Iron & Steel Institute.

TABLE 2.-Trends in the U.S. steel market-1961-65

Increme in Total increase-
domestic Increase in domestic ship.

shipments imports inents plus
imports

Period
1,000 net Percent 1,000 net Percent 1,000 net Percent

tons tons tons

1961 to 192 ............................... 4,426 6.7 937 29.6 5s63 7.7
1962to 1963 ......................... 5,003 7.1 1,346 38 6,349 8.5
1963 to 1964 ------------------------- 9,390 114 994 1.& 10,384 128
1964to- ............................... 7,721 9.1 3,90 61.2 11,64 12.8

Entire period 1961 to I6N ........... -2,840 40.1 7.220 228. 33,760 48.7
low to 196- -- ............................. 1,000 1.1 -1,400 -1&8 -400 -0.4

Estimate for 1966 based on recent scattered comments by U.S. steel industry leaders as reported In the

trade press.
Source: Amerioan Iron and Steel Institute (except 1966 estimate).
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TABLE. 3.-1965 U.S. imports and exports of *teel-mill products and eteelmaking
material and machinery

[In millions of dollars)

Commodity U.S. Imports U.S. exports Balance

Iron and steel products ....................................... 1,231 29 -02
Iron ore ....................................................... 444 80 -3"
Iron and steel scrap ........................................... 8 198 +1
Bituminous coal ............................................- 2 465Petroleum coke .............................. ................ .............. 42

Rolling mill m a chheery ....................................... 8 65

Total .................... .............................. 1,688 1,479 -209

Sources: U.S. Bureau of the Census Reports FT 125 and FT 410.

TABLE 4.--Bffeot of steel product imports upon U.S. steel prices, calendar year

1965

U.S. mill Imports Apparent Imports March 1965
Product shipments I (1,000 consumptionI as percent BLS

(1,000 net tons) (1,000 of apparent Wholesale
net tons) net tons) consumption Price IndexG

Wire nsl ....................... 320.0 824.8 648.4 80,8 96,8
Carbon steel wire rods ........... 1,279.8 1, 28 2,83.1 49.6 101.4
Barbed wire ..................... - 106. 74.9 181.8 41.8 96.7
Woven wire fencing ............. 111.9 41.1 18.0 X69 102.4
Carbon steel standard pipe ...... 2,8128 74.5 8,289.8 22.9 98.4
Stainless steel drawn wire ....... 27.8 6.6 34.4 19.2 108.8
Stainless steel cold rolled sheets. 189.9 87.0 22& 9 16.8 78.2
Concrete reinforceing bars ..... 3 ,149.6 587.0 3, 716. 1.3 96.5
Carbon steel hot rolled sheets... 10,215.3 I, 797.0 12,0113 15.0 108.8
Structural shapes ................ 8,787.4 934.6 6,7220 1M9 11.1
Carbon steel drawn wire ......... 776.2 408.3 8 179.5 12.7 10& 8
Carbon steel billets, etc .......... 2, 09.6 207.8 2,800.9 9.0 106.5
Carbon steel plates .............. 8,7 771.7 9,844. 2 8.8 107.3
Oalvanied steel sheets ........... 849.7 89. 2 248.9 7.5 110.
Carbon steel cold rolled sheets... 16.9 1,2184 1 5. 6.9 105.8
Carbon steel hot rolled bars... . 6969.2 497.0 7,486.2 6.6 106.9
Carbonsteel oil well can ...... 1, 227. 8 77.1 1,8D4.4 8.9 107.8
Alloy steel billets etc ..... 568 81.2 86. 5 58 108.9
Carbon steel black plate ......... 457.7 2. 0 480 7 4.8 100. 4
Stalnlesteel hot rolled bars.... 87.8 2.8 59 8 &8 119.
Stainless steel cold finished bars. 87.6 2.8 9 1 2.8 108.
Electrolytic tin plate ............ 6,073.6 121.9 6,196. 8 2.0 1057
Stainless steel cold rolled strip... 277.0 .8 2828 1.9 94.7
Carbon steel sold rolled strip.... 1,274.2 19.8 1,294.0 1.8 101.9
Carbon steel hot rolled strip-. 1,720.0 2&9 1,7459 1.5 104.8
Alloy steel cold finished bars..-. 275 2 &9 279.1 1.4 10.9
Carbon steel cold finished bas. 1,514.8 1.1 1,582.4 1.2 106.0
Alloy steel hot rolled bars ....... 2,26. 8 2L9 2,822.6 LI 1090
Alloy steel oil well sin ........ 94. 4 2.7 9.1 .8 107.6
Other products .................. 11,174,0 748 11,9218 6. 8 --- -------

TOtal-----------------.. 92,062 1a&1 108,9.10.1 10..4

Amerloan Iron and Steel Institute.
I U.S. Bureau of the Census, reports FT 125.
IU.S. mill shipments plus Imports; U.S. exports and inventory changes not considered.
'March preliminary idexes, subject to correction, Base period: 1987-Q average equals 100.

TAinz 5.-U.S. steel ndW stry labor productivity

Average Aerg
Ingot pro- Product Average annual annul p-

Year ducton shipments number of production monte per
(1,000 net (1,000 nei production per produo, production

tons) tons) workers tIon worker worker (net
(net tons) tow)

1961------------------------9... 0014 66,126 406924 241.8 162.9
196........................... 98,82 7(58v 40206 2442 17M2
1968-----------------------.... 109,251 75,555 405,516 269.4 16
1964-----------------------126,981 8K,94m 484,654 292.0 198.4
196-- . ----............ -- -181,181 92,n6 48 M589 28.1 201

Soc: AierfoonIron &Steel Institute.
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Senator HARTxE. 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
million-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. S'rn. Your arithmetic is correct, sir.
Senator HARTKE. Let us just not say, then, that when I make a

statement on the resolution, it is inaccurate, and accuse me of
falsehood.

Mr. STrr. My suggestion is not the inaccuracyof your statement.
Senator HARTKE. The previous witness said it was absolutely

inaccurate and false.
Mr. STrrr. My problem is not the estimate-
Senator HARK1. I can't help what your problem is.
Mr. STiTr. 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.

Senator HAwrKE. 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. STiTr. I will amend my statement, sir, to say I think it is
incorrect.

Senator HAR'rKE. 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 loudly.

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 HA~rKE. 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
testimony of the Commerce Department, 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. STrr. No; I think the Council of Economic Advisers, sir.
Senator HARTEE. All right, bring the Council of Economic Ad-

visers in. They are part of the Federal Government. I am not object-
in to anybody coming in.

I 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 71 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, fairness, 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 United States and would invite retaliation
abroad against U.S. exporters.
' Dumping is inherently an elusive concept requiring difficult judgments, first

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 agencies 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 results over a period 4re 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 tho 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 successfully 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 is to explain the truly protectionist noaure of
the proposed amendments and the reasons why they are not oompatible with the
trade policy of the United 8tates--a policy which was developed under Presidents
Roosevelt, Truman, Eisenhower, Kennedy and Johnson and which has received

1 At the end of the first session of the 89th Congress (October 196) thirty-two Sena-
tors had sponsored S. 2045, introduced by Senator Vance Hartke, and ninety-six members
of the House of Representatives had introduced bills like H.R. 8510, introduced by
Congressman A. Sidney Herlong, Jr. Altogether one hundred twenty-nine Congressmen
have publicly supported changes in the Antidumping Act of 1921, 19 U.S.C.A. If 160-72
(hereinafter referred to as the Antidumping Act). The House and Senate hills are identi-
cal; citations for the proposed amendments will hereinafter be made to the House bill.
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strong biyartan support from (ongress and overwhelmlng 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.

SM3 QUESTIONS, AND ANSWER
1. What is dumnping

Under United States law and under the General Agreement on Tariffs and
Trade, dumping Is selling goods in another country at prices lower than those
at which the goods are offered in thehome 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 industry 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. le At dumping simply to sell in the United States below prices prevailing here?

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
"underselling" are equivalent terms is a common misconception of the statute.
S. Is it dumping to sell in the United States below costF

Not necessarily. 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. I it dumping to sell in the United States below the market prioe in the home

country?
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 beneficial rather

than injurious to the country receiving the goods at the lower price.4 Obviously,

0 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. AntiDum in -At
Present and as Proposed by the Herlong-Hartke Bill, -A Report to the American Institute
for Imported Steel, Inc.", December 15, 196, prepared by the law firm of Graubard, Mos-
kovits and McCauley.

$ Antidumping Act, 19 U.S.C.A. 1180; General Agreement on Tariffs and Trade (GATT)
Article VI (1). The United States statute also provides for a comparison of the price of
the exported merchandise with "constructed value," as defined in the statute (19 U.S.C.A.
| 165) ; this provision has had little or no practical application. The United States statute
does not state in so many words that injury must be "material"; however, the law has
been applied as to require material injury. United States Tariff Commission, Titanium
Dioxide from France, A.A. 1921-81 (1963). The language of both GATT and the proposed
amendments to the Antidumping Act state that injury must be material.

.' E.g. Jacob Viner, Dumping: A Problem in International Trade 187-88 (1928). In the
classical work on the subject, the eminent economist Jacob Viner, the father of the Anti-
dumping Act of 1921 emphasized that injury is essential to the concept of dumping. The
complexity inherent In assessing the economic consequences of sales below home market
p rice is aptly Illustrated in the following passage from Viner: "There occurred in England
m 2903 In the course of a vigorous controversy in which the supposed need of British
manufacturers for protection against foreign dumping played a prominent role what was
Probably the fullest examination and discussion that has ever taen place of the effects of
jumping under specific circumstances on the Industries of the country dumped on. llnglish
steel manufacturers were at this time making vgorous complaints against German and
American dumping, and some of them were claiming that they were suffering serious
injury from this dumping. 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 very moment when
they were alleledly In serious danger of being forced out of business by foreign dumping
come titon. Another steel manufacturer, a ho was concerned lest such complaints convert
the Britiph public to the policy of tariff protection, challenged the protectionists who were
making use of the dumping argument to cite a single instance of an English steel concern
which had been driven Into liquidation by foreign dumping. and asserted that he knew of
many which had been saved from serious financial difficulties by the availability at low
prices of foreign dumped raw materials. The valid conclusions to be drawn from this con-
troversy apparently were to the effect that the injury to British producers of raw materials
from the foreign dumping 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. The dumping 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 auy 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 the 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. 18 differential pricing illegal within the Anterican Market?
Not necessarily. United States law recognizes 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 Act 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.6 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 is complaining about the present U.S. 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.0 In recent years these industries
have filed complaints under the Antidumping Act, which for the moot part were
rejected after thorough Investigation under established rules and procedures.
Their complaints having been unsuccessful, they are now seeking to change the
rules.

5 The Journal of Commerce, .Tune 4, 1965. n. 4. col. 2.
6 1 2(a) of the Robinson-Patman Act. 15 U.S.C.A. 113(a).
7 3 of the Robinson-Patman Act, 15 U.S.C.A. § 13a.
8 0 5(a) of the Federal Trade Commission Act, 15 U.S.C.A. § 45(a) (1).
9 91 1 and 2 of the Sherman Act, 15 U.S.C.A. §9 1, 2.
10 Senator Hartke stated that a predecessor bill to S. 2045 had the support of the fol-

lowing industries: automotive parts; supplies and equipment; braided rug; cast Iron soil
ie ; cement; china ; copper and brass ; electrical and electronics : fine and specialty wire:

fish: glove: hardwood plywood: hat; musical instrument; scientific apparatus; shoe and
leather: tool and stainless steel; vegetable and melon; wire and cable. 111 Cong. Rec.
12541 (June 9, 1965).

64-887-f66-15
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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: 11 If

12 These procedures in the Bureau of Customs and the Treasury Department are de-
scribed in detail in 19 C.P.U. §§ 14.6,-.13, 16.21,-22. There are no special procedures for the
Tariff Commission phase of an antidumping investigation. The following is a more
detailed description 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 nakes 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,
165.

The first step in the investigation is to screen the complaint at the Bureau of Customs
In Washington and to return it 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 quanti-
ties. If the complaint passes this threshold step, a notice is published in the ] ederal
Register stating that a described product imported from a particular country or front a
particular firm or firms is being investigated and summarizing cursorily the information
available to Customs. This Is referred to as an "Antidumping Proceeding Notice." 19
C.P.R. 14.6(d) (1) (1).

The next step is the preparation of a questionnaire by the Bureau of Customs for
transmittal to the firms said to be dumping. Usually the questionnaire is sent to the
foreign firm by way of diplomatic channels; the country whose fims may be involved is
kept Informed through the Department of State. Invariably a quite lengthy document.
the questionnaire asks for detailed information on the volume of home country and
export sales, channels of distribution, credit policies, prices of merchandise during a
given period, specifications, circumstances of sales, etc. The purpose of these questions
is to determine which prices 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 subsidiary or branch in the
United States or by a foreign corporation outside the United Sttes. The questionnaire
also seeks information necessary to determine whether there are differences between the
products sold in or to the United States and those sold at home or in third countries
in 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 tihe offices of the company or companies for on-the-
spotfinvestigation. 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 proceeding, there Is maximum flexibility it furnishing
information the government needs.

When evidence has accumulated showing reasonable grounds to suspect sales below te
foreign market value, the Bureau of Customs orders a "withholding of appraisement."
19 C.P.R. § 14.6 (e). This is an instruction sent to the various United States ports of entry,
and published in the Federal Register, directing the ports to suspend the collection of
duties on the products under investigation front the company or country concerned. It is
referred to as a "withholding of Appraisement Notice." Under certain circumstances, time
withholding applies not only to current importations but also to any importations on which
duties have not been paid and which were imported front 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 special bond to cover addi-
tional duties which would be owing if "dumping" is eventually found. Obviously such a
bond can 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 duties 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 investigation 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 tie
most complex aspect of it, since It is the adjustments rather titan the list prices which
establish the actual ex-factory prices to be compared. At the conclusion of this investiga-
tion the Bureau of Customs' information amid 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 titan fair value. The notice provides that
interested persons (not simply the romplainant) 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
have not been TTFV sales and publishes a notice to that effect in the Federal Register.
119 V.F.R. § 14,8(a).

What has been described Is a full-scale ITFV Investigation. Of course, the investiga-
tion may terminate before all these steps are taken, 'either because there is no case
or because the foreign firms said to be dumping have revised their prices and given
assurances they will err no more, or stopped selling it 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 c- not
the imported products are being offered at "less than fair value". "Les3 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 associated 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 collated 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 basic 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 changes are 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 'alu.-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 second stage of a dumping investigation is to determine whether there is material
injury to a United States industry. The responsibility for this determination belongs to the
Tariff Commission. The Commission 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 LTFV investigation.

The Commission 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. It 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 cross examined by each other. The Commission staff supplements 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 calculation of the special dumping duty. 19 U.S.C.A.
161(a). 'hls is published in the Federal Register and is a duty equal to the difference

between the Retual home market (or third country) prices and the actual prices at which
the goods wer- sold to the United States purchaser. It is added to the usual duty on the
merchandise and Its 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. flheoretically, 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
significance 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 confidential 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.

10. 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 purpose 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 be 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 regulation
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 to 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 would 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 would the proposed amendments affect the Treasury's withini holding 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 harc,;h enough
measure under the present statute: multiplying the occasions for withholding
would severely penalize importers in most cases, whether or not dumping was
ever eventually found.

A "withholding of appraisement" Is In some respects more onerous than the
levying of the special dumping duty. Under 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 stole) 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 aiidc(nicat. 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 supljmrting evidence whatever. whether or not the evidence
is, legally speaking. of probative value. And 15 days after delivery is scarcely
time to examine a (oml)laint with a responsibly critical eye. Non-dismissal of
frivolous complaints at the outset means that the mechanism investigation
must travel through its full cycle 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-
minatious within six months after receipt of a complaint unless the Secretary
of the Treasury reports to certain Congressional conunittees why more time is
needed. 3 This is likely to mean that all but the most complex investigations
will terminmate 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 is lo.4t 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. 4 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 known to
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

312 H.R. 8510, § 6, adding new § 212 (b) to the Antidumping Act.
'S H.R. 8510, 6, adding new 212(e) to the Antidumping Act.
14 H.R. 8510, I6, adding new § 212(J) to the Antidumping Act.
35 H.R. 8510 1 4, amending § 205 of the Antidumping Act.
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them and took them. Into account when setting his prices."8  Demonstrating his
state of mind with respect to all the factors atteIlng a price at tile thie of
quoting it Is an illImpossible task for the seller. Still another provision would
severely penalize an importer or foreign exporter willing to comply with rea-
sonable provisioas for disclosing confidential business data to government
agencies, but unwilling to expose su.h data to his Alerian competitors.7

There are limitations to the burdens which may be placed ipon foreign sul)-
pliers for the privilege of doing business here-limnitations prescribed by con-
(e)ts of sovereignty, recipro(ity and the delleack-s of international relations.
The proposed amendments overstep these bounds.

In short, the investigation into selling prices here and abroad retIuried under
the Antidumping Act is one which must he handled with discretion and good
sense, fs oil the whole it lils been in the past. Yet, with the best. will In the
world, no government agency could net with the needed discretion and good
sense when operating under a rigid and one sided statute.

15. How would the proposed tests of "iitjry" opwratc?
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 miateriality out, of the statute. As a result.-

Mere transient damage Ill one (-i iy CoUIld ieald to tile imposit ion of siK'cial
dumping duties at all ports of entry throughout the United Slates.

Past transient damage to a V.S. industry could be used to suplmrt a
finding of injury despite the possilillity of the industry's present and future
healthy e('ononie condition.

Mere Incidental damage for only three months (not niecessarily consecu-
tive) ill all extremely limited industry market. such as onle single port city,
would make manlatory a 'rit-tf Commission determhiition that an in-
lustry was Injured.

A slight decline for only one mouth in the price levels of the domestic
industry ill that same extremely limited market area would require a Tariff
Commission finding of injury.

A slighi decline in employment for three nlaomihs in the omno or two (oam-
pniies possibly sipplying time same extremely limited market area would
require a Commission injury tiffndlig. despite tile fact that Increase(d (.o-
pany productivity, ratler than import competition, might he the major
reason for.the decline in employment.

11 .R. 8510 § 2, amending j 202 of the Antidumping Act.
' H.R. 8510 § 0, adding new 1 212 of the Antidumping Act.
8 11.11. 81510 1 1. atmnding 1 201 of the Antidumping Act. Proposed j 201(b) would

require the Tariff Commilssmo to find injury wmni--
(a) The merchandise sold at loss than fair value hits equalled 5% or more of either

units sold or gross sales receipts of domestic trehntlise found to be competitive with
time imported merchandise and sold in thie competitive market area, during any three
months. (not necessarily conmseeutive) In the period beginning six months prior to the
IxKginning of the TIV investigation and contiiling lip to the conclusion of time injury
Investigation. For purposes of this determination, domestic merchandise competitive
with the imported merchandise is merchandise reasonably interchangeable In lisp with
the nmrehandilse under investigation. Th competitive muirket area is any geographical
area in the United States where time imported merchandise has been sold In competi-
tion with the appropriate domestic merchandise. (The definitions of competitive mer-
chandise and competitive market tire set out in proposed § 201 (f) (3).(4)). 'The Tariff
(ommission need not find injury whenI "clear and convincing" evidence is presented that
the domestic industry would not have Increased its sales even I! there had been no sales
of the foreign merchandise under investigation ; or

(b) The merchandise sold at les than fair value was a "contributing ease" to a
decline of 50% or more in the prices (as measit-red by units sold or gross sales receipts)
of the competitive domestic merchandise supplied to time cometltlve market area in
any one month it the period ieginnhtig six imontlis prior to the beginning of the LTFV
investigation and continllling u1p to tim( conclusion of tile Injury Investigation ; or

(c) The merchandise sold at le- ilman fair value was a "contrilbuting cause" of a 5%'
or greater decline in tile direct labor employed In time domestic industry producing
merchandise like that supplied to tile competitive market area during any three months
(not necessarily consecutive) In tie permit beginning six months before time LTFV
investigation and continuing tiii to time ('onelusion of the Injury Investigation. Note
that the labor force need not be employed Ini an "Indtistry" actually supplying com-
petitive merchandise to the comletitIve market area. Tme decline Is mieasii'ei against
average monthly employment in the year prior to the date time I,TFV investigation he-
gan : or

(d) ite niereliandise sold at less than fair value hits been it "contrIlbuting cause of
any inthompetitive 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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If, because of imports, a few U.S. businessmen supplying the saame lhnittl
inarket IIIe-i did not realize the profits they lid expected to make ill that
market, tile Commission wold have to ilind injury.

lurely coljectual flt are inljry would be sulliclient to support it dumnip-
ing findling.

16. llol would the proposed dejilition of "ind l strf" opiratc?
1nrea 1 tlistivally. A doillestic industry would consistt of "vendors" who supply

it product "reasonally Ilterchiiiigeaile IlII use" with the iilsirted product to
fill/ place ill the Uniilt 'd States whert lilt' ilploed lprohilett Its litel sil piled
ill (ompletition.t" A venIdor cou(' i e l il be it iijor iiatiflitltier or it street still.
iProtlllu'ls irctllsolltbly lite chlllgelle ill list- could ile as different ias isileel and
a uinlnlani d need not even be produced by the sante industry. Any pltce
in lie 'ilt ed States cold bean lilt artea ranging from at city block to tlie Eastern
seabonJard. Ill short. t lile domestic indust ry tlo be protected froin "lnerlial lit-
jiry" Woilh be very iillch whNt a cotllalhitillit stays it Is; and the 'i't riff ('oln-
Inissioll wouill possess 11 aIu hliy 3' iiiider tie alinellded st ittute to iSSess the lill-
)a(t of hales-tha it-fit Jl-vle sit les with logic or coinnioi sense.

17. ,ihoul thc dontestir inluil lr b1 d'ltitcd to juldil'ial renciewt
No. There cail be ito objection to review of a detertnint it the install'e

of tilt iillorter or exporter. siithie is legally it party to the proceeding. Tile
issue is between the government alnd the person responsible for tile nier'liandise
allegedly (lulllll)ed, 1i1ttd tlt iprSoll Is direct ly affiteted. The comllalining do-
Ilestic ind(listry's Ipositiol Is uite difl'erent. It Is not it party to the proceediing,
which ill ally evelit is not lilt idversiary proceetdinig. Its coillill lltilii1y set the
wheels i notion, but the responsibility for the iiivest igation is that of tile gov-
erlltlt agellcies. Otlie Important reason for this Is that only tilt, government
agelilies (it. ill falliltess, be trusted witlt the conflhenitial bilsiniess dta involved
ill making a (eterilnath oi.

The rlles of tilt, Federal Trade ('omnissin, which likewise is concerned with
tili, protect lout of ti It pulbllt- interest, put tile tt ter plitly :

"The person making tihe request I for omissionn action I Is not regarded as a
party, for tilt omissionin acts only InI the public interest an(d its proceediiigs
itite for t he purpose of vindicating public. not private, rights." I

The goveriiii(viit. ageiicies wvhlch 111 mister the duln1ping ltw also net to
h'lilieate public, not private, rights.

18. Has thcre been') time to jadf/e thE' effect of the 1(' aoliduiljliq r-('gjliation.
promulgated by the Treasury 1wpu'rtment at the beguiling of 1965?

No. Vtry few proceedings have Ieen carried thironghi uider tint' new regula-
lions. Therel hits been no opportunity aid no reason to conclude that hlie revis(l
regulatios tire inadequate to deal with problems which have been raised by the
American 1oduicers. These regiflatoiis went, very far to meet points of view
which the Aiterican producers had advanced, and i some respects tite proposed
atie'nldleits simply confirm the regulations. For example, tile regulations al-
ready provile for confrontation its requested by the dotiestIc industries and go
much too far ill provihling tile possibility of wle aess to coiiidential Inforni-
tion furnished by imlorters or foreign prtsliers. Nevertheleess, desipte the
success of tile 11.5. ir'slucers ill obtailliig substantial amendments to the regu-
lations, and with tile new regulation scarcely tested, tile sain interests are
pressing for further 'ianges through amendments to tile statute itself.
19. How would it affect the ..A1nrican economy if the proposed (mncntdmcltts Wele

added to the .Antidumpinlg Aetf
Adversely. by promoting inflation. Tightening the amntlduntltg lws hi a spirit

of protectionism wohli have partlcalarly serious (oiiSeollel(,ces for the U.S.
veoitoitiy because the changes are sought with larticular fervor by industries, like
steel and centent, whose goods tire of fnitdanlental importance to the price struc-
ture of the whole veonmiy.

Government lilley i the I'ited States today Is doing everything possible to
lrovlde a favorable elimate for business growth, within a framework of stable
price's. Tilt% approach to full employment, however, lIlaces the ecoiomiy under
severe inflationary pressures. It Is essential that these pressures be resisted If
growth Is to be maintained with (u regard to the proeetloin of the U.S. bahtice

I.R. 8510 1 1. ninending 1 201 of the Anthhiiimlmng Act.
-. TC. iuhiles of Procedures 1 1,12(c).
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of payments. In these circumstances, no one thing is of more critical Importance
to the nation's economic policy than the price of steel and Other basic gools.
Imports have have played an extremely Important role In intaltnining Ion-
Inflationary prices for these products in a free market. The proposed amend-
ments to the Antidumping Act woull harshly curtail that role.

20. lo, wold foreign eountrics react to these omen fdmCnts?
By retaliation. They would reconsider their own laws and pr(Kedurts with

respect to goods alleged to be duilled within their own borlers. Wi-re Ilnports
from the United States are involved. they undoubtedlly would resolve complaints
more frequently against American godsls. U.S. Igislation along the lies of the
proposed amendments would thius lead to the escalation of trade barriers around
the world and would redound to the detriment of American exports.

21. ow would these oiendcnients affect the Kennedy Round of tariff tmegotia-
tions 1ursunt to the Trade EJxpansion Art of 190 2?

Enactment would throw a monkey wrench into the negotiations in Geneva
under the Kennedy Round, where the application of ant-dunrping rules and regu-
lations are already under review its nontarff trade barriers. As was recently
said by a leading American industrialist: "Instead of raising more restrictive
trade barriers-such as are being currently prolmed in anthi1mping iicasures-
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 proposed legislation affect international efforts to harmonize
anti-dumping nmasur(s?

It would be disruptive. These efforts ar presently being made under several
different auspices. One approach Is through the Secretariat of the General
Agreement on Tariffs and Trade; another is through the Organization for Eco-
nomnie Coolration and L)eveiolnent. Joint resolutims are now pen(ling in the
House and Senate which would instruct the United States Governnent to l)r!-
pare for and participate In an Iternational conference on dumpingg" The major
objective is to bring 1T.S. practices Into harmony with those of other nations so
that the United States is neither Justly criticized because of its own lprt'ties
nor suffers unfairly from foreign practices in the anti-dumping field.

FI BRUAIRY, 19(1.

Senator I1AIRTKE. ()le other thing. ()I I)age 5, you make t state-
mont there which leaves the in)ressioni, 1 thou ght--nmayb I tln wrong.
I think this is probably a t 10 Stateni)llt that ill the i)ast decade, the
United States has had it favorable balance ill all but two years, aunas-
sing a eunimlative surplus of alout $2 billion. However, I quote from
the Survey of Current. Business of March 1966, volume.46, No. 3 o
pages 22 and 23 on the balance of goods and services, which is in regard
to the balance-of-payments account. It. showed in 1964 a favorable
balance in favor of the United States4-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 wvhieh went. to a $397 million
deficit in 19,5.

Mr. STr'r. May I comment. on that, sir?
Senator I TAnTKF. Yes.
M". STr-r. This happens to be a tine when the United States is, P.s

we all know, in a very healthy, booming economy. Japn, unfortu-
nately, is having a depression. Obviously, at a time like that, the
trade tends to flow from the depression-ridden economy into the econ-
ony where sales are high.

senator II,4J0ITE. That is when they made this substantial reduction
in price of steel, too, is that not true?'

22 William Blaekle, President, Caterpillar Tractor Company, addressing the National
Foreign Trade Convention, Nov. 15 1905.

2 S. Res. 188. 89th Cong., 1st Aes.. 1965; H. Res. 405, 89th Cong., 1st Seas., 1905.
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Mr. S'rni. Th'lie substantial reduction ill the prit of steel, sir, took
)l1(ce--I believe the (onlinuexre study was based on a 19,112 index of 100.
t shows on the basis of 1952 1ts 100 the e x port, prices of Japanese steel

prolincts have been gradually t rending downward to t level of itlol)t
75 in 1965-74.1 to bt exact. This 25-percent re(uctioil ill export
price, I think, sir, can be attributed to three things: A01 i'l)Otitid
efficiency ill the J ,hpanese steel industry, a more highly competitive
situation between the major Japanese steel producers., ald their will-
ilgne,, o sacrifice a cerl-tin amount of profits to make sales.

Senator IIirrKE. Well, there may be a difference of opinion on
eliciencmy, but the point still reninns ihlat I go hack to this biasie period
of 1965, and quote an article in tiolo ornal of (Commerce for November
17, by Silney Fish in which he analyzes: "Steel Prices Dip Sharply
on Continent."

Initeisilled price eonllnKttlon offered by tile European mills is contributing to
tile keenly competitive steel markets in. the Ujnited States. Importers i recent
years have ulder-sold the doiliestic mills by its illclh 11 $30.00 it toll.
The new price cuts widen the spread betwe (i domestic and overseas prices.

Japanese steel 11111s this year iave lnder-sohl the Eropllllan 1ills, and have
taken i larger hare of tie United States illarket.

I mtke that. it part. of the reord just as atn indication that during

this period in which we had this tremelldous change of at surplus posi-
lion in the balatnce of goods and services account, from the positive to
tile negrttive position, that. we also had this decr-ease in tile price of
steel, which was, I say, and which1 I understand was dumped. Maybe
it. wits not dumped. I tndersttid that is a. bad wod. The industry
wias told educators generally regard it as aiti-intelleettal at the
moment, but it still is a, law of 1921 which I would like to see amended.
I amn still in favor of its amendment,.

(The article referred to follows :)

[From the Journal of Commerce, Nov. 17, 1905

SMmr.i PRoFS Dip SHARPLY ON CONTINENT

(By Sidney Fish)

Eurollan steei prices la-ve dipped sharplv ill recent tuOu1ths, reflecting excess
capacity and reduced deliand.

Tile accunlation of large stocks of sttl by buyers it the Unlited States, and
the resultant falling off ill American buying has been a factor In the Eiuropean
price recession.

American buyers stocked steel heavily early this year against a possible strike.
Tile peaceful settlelment with the United Steel workers left about 10 to 12 million
tons of surplus steel in users' hands. Until this stockpile is reduced. buyers in
tls country will he ordering in lower titan normal quantities.

Reductions i prices by EurolMn mills have amounted to as inlci as $12 to
$17 a ton since list Spring. Most of the decline has come In recent weeks.

HKIGHI IMPORTS SEEN

'Pie redlictlon ill lloropeanit steel prices will be a factor i continued high im-
ports next year, according to domestic producers.

They are expecting that imports will be reduced for a few months, but that
for 191100 ai a whole, imports will co1e cOSe to nine million tons, compared with
the remordhteaking 10 million tons linolwted this year. Last year's Imports were
0.5 million which set a record at that time.

Intensified price competition offered by the luropean iill Is contributing to
tile keenly competitive steel markets in tile Unlited States. Ilporters i recent
years have undersold the doliestle nills by 11s nnltcl as $30 lI toll.
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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 iilils has been rela-
tively firm, despite 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, Bethlelem, Inland, J.ones
and Laughlin, and National Steel, have announcedli that they would not extend
such price guarantees, and would continue to price their products oin tie basis
of "price at time of shipment."

The latter methl of pricing enables a mill to raise its prices pro ptly. if
demand should increase early next year, as is exl ected. 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 25 cents a base box on tinplate, the
American steel mills have held the price line.

ONLY SiLEYI'TIVE RISES LIKEI.Y

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 materials and labor, are likely to be attempted in steel. If Impsrts
remain heavy, at extremely low prices, this could sStlpone a price boost for
some American products.

It is not unusual that in periods of weak (lenmnd, such as the present, that
some American companies extend "favors" to buyers. Such favors are usually
in the forin of "overgrading," a practice which involves shipment of a higher
priced steel at the saite price as it lower quality pro(luct. In general, however,
prices of the domestic mills are firm.

The price guarantees offered by Wheeling Steel were for a six months' period.
A slskesman for the company said the response to the company's move from
csutomers has beeen "very good.' While shipments ili lhe last (couple of niotiths
have held up at the Sleptember rate, the order backlog is rather low.

The company, the spokesman said, has hiad sone Inquiries froin new ustoners,
its a result of the price guarantees. It, is negotiating with these customers,
but has not looked any business as yet from them.

Tile Steel makers in the ITnited States and in Europe have this common prob-
lem: They are being forced by competition to iuodernize, to reduce costs and
improve the quality of their products; but in the lr'ess of modernizing, they
realize an increase in their capacity. Hence, the amount of available steel,
both in the United States and in Europe, is constantly increasing. On some
products, the supply is outstripping the demand.

Mills in the U.S. have met tlis problem by de-activating some obsolescent
mills during the current decline in demand. 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 EurQpe are
currently lower than at any time in the last 15 years.

Mr. Snrr. 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. STri-r. No, it is the forces in the market, sir, that control those
prices, not your resolution, I am sorry to say. Maybe I should say
I am glad to say.

Senator HRTK:. Lets come back to the statement in which you talk
about tile 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. Snrr. If you took the c.i.f. both ways, that would still be true;
yes, sir. If you are trying to get these shipping proceeds into the value
of the product, we think it is a mistaken notion. That belongs in the
invisible balance of trade.

Senator HARTIOK. How does Japan handle their accounting?
Mr. S'r'rr. Japan shows its statistics and levies its duties on a

c.i.f. basis.
Senator HARTKE. And we do not?
Mr. STVi'. We do not. I think we are right.
Senator IHlRTKU. It really does not make too much difference what

you do as long as you know what, you are talking about, is that
right?

Mr. Si'rrr. I hope we both know what we are talking about.
Senator ILHARTKE. I am trying to say when you give these. statistics,

and we talk about a favorable or unfavorable balance of trade, the
important fact i, that we are not trying to undo something. What we
we are trying to do is make a decision onl thme basis of the facts.

Now, the point of it is that we have an international monetary con-
ference which, at least as far ats Francee 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. S'rr'. Mr. Chairman, I was in Seattle last week and heard
a representative of the Boeing Aircraft Co. say that they have on
the order looks $2.5 billion worth of orders for jet airplanes from
abroad. How would we feel if the foreign countries were to start
investigations on the effect of the export of our jet aircraft on their
balance of payments?

Senator I.xi'im. I think it would be fair.
Mr. S'rurr. You really do, sir ?
Senator H-ARKE. 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 proposedd 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
nnd have th em accurately and objectively reported,.I think the Com-
merce Department would do that even though they are really basically
opposed to the resolution.

I trust them. I just, do not think they are going to lie about the
facts.

231.
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I Mr. Siqrrs. Senator Hartke, could I read into the record a portion
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
would be needed soon if the industry wanted to curb imlrts through legislation.

Senator HARTKE. That is right.
Mr. STITT '(continuing) :
He said 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 IIARTKE. No question about that.
Mr. STITT (continuing) :
He also plans to use the results to press for antidumping legislation.
Senator HARTKF. That is right.
Mr. STITT. That does not sound to me like you are looking for an

iinpartial, unbiased investigation.
,Senator HARTKE. 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. ST-IT. 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 IIARTKE. 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. I am not asking you to agree with it. I can see where
vour economic benefit is on the other side. I want to commend you
for doing an outstanding job of defending that position.

Mr. S'TIrr. 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 helped Japan to earn the
dollars to buy $17 million worth of soybeans from Indiana last year.

Senator HARTKE. I understand that.
Mr. STIr. And $50 million worth of goods from Indiana last year

in total.
Senator HARTKE. I know we are a great producing State.
Mr. STITT. 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. STrT. $11 million worth of machinery to Japan last year.
Senator HAIRTKE. I am proud of our industry, proud of our agri-

culture. We have a real fine State there.
Mr. STIr. Unless Japan can earn dollars to buy your soybeans

fand your machinery by exporting steel, you are not going to sell the
soybeans.

Senator HARTKF. If you carry this far enough, I go back to 1959
like I did, to the unemployment lines in Gary, Ind. 1-walked up to a
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mal a(l said "How are you, sir?", and he said "Not too good, I am
going to get my unemployment check."

Mr. S'rrr. Ile wits onl strike in 1,959.
Senator I-lLTm:. Now wait a minute. You do not, want to hear

this story. I understand. It is a pathetic story.
I said to hli "You are going to get your check. Ilow do you feel ?"
lie said, "I want to go to work. I dout want, an unemployment

compensation cheek. I have six children."
I said, "It is it rather difficult. problem when you comue home at

night to face your wife. I imagine she is rather upset with you that
you (10 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 c(;ncerned about those dollars

coming in from Japan. I am not going to be anxious to produce a
situation which wil1 affect that.

But I (lid a little work on this, too. I was on the Committee on
Unemployment Problems, Eugene McCarthy was the chairman. I
went down to a place called Pikeville, Ky. 'rhis is in the congressional
hearings on the unemployment problems. When you have men out
of work, it is pretty rough, too. I 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. Ile had eight
children. As lie went il) and down through tiat territory and asked
for work, they asked him what he could do; lie said "t can mine coal."

They said, "We do not have any job for coal 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 lhe said, "I cannot find a Job and I cannot, stand to see
you suffer any longer. If I am dead and gone, you will draw social
security benefits which will make it possible for you to live better than
you are now, so I am going to give you the best Christmas present I
know how," and lie took a shotgun and killed himself.

You see, I 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-
tions occur and I do not say I am going to. But I tell you they are
real.

Mr. ST~rm. Senator Hartke, I was born and brought up in Pitts-
burghl, Pa., and I went through, the 1930's.

Senator HARTIKE. I am noftalking about the 1930's., I am talking
about 1959.

Mr. STlrr. I am talking about a period of distressful unemployment
and I 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
long run 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
.are not in a free market.

I 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
ure 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. STITT. Senator Hartke, for many years Japan had import
quotas, yes, because of a desperate balance-of-payments situation.
As 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 HARTKE. They are moving in that direction. I 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 point out to you that they do have a balance-of-payments
problem. I understand that. I am not unsympathetic with them at
all. The fact of the matter is I 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 l)roblem, 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
problem.

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. STIT. 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 HARTKFJ. I know what their constitution says. I just

wanted you to know.
Mr. STrIT. Thank you.
Senator HARTKE. Mr. Meyer Bernstein, U.S. Steelworkers of

America.
Mr. Stitt, before you leave, I 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
are more people employed in the steel industry today than at any time
in history.

Mr. Srrrr. In the last, 5 years, sir. Over that. period from 1961 to
1965, there are more people in that industry today than there were in
1961.
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STATEMENT OF MEYER BERNSTEIN, UNITED STEELWORKERS OF
AMERICA

Mr. BERNSTEIN. 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 )roposing 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 tie union are faced with new ani d(lifficult l)Iol)lems. We believe
that decisions should be based on facts, and we hope that the investi-
gation will provide the information upon which we can come to rea-
sonal)le conclusions.
lWe 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 EPxpansion Act of 1962 therefore
provi(les 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 assiginment of the U.S. Tariff Conmmission. 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 supl)ose 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.
It 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.

All 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.

We 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.
In 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 shipped 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.

Immediately 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 3 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 tVhe 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.

It 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, all 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 II 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 imports 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 foreign
customers who paid in foreign currency, but rather foreign aid, paid
for in dollars by the American Government.

Senator IIARTKE. 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. BERNSTFN. 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 period of nego-
tiations, is a serious matter. But we should not lose our sense of pro-
portion. Again and again 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 important 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- O6-16
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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 pellets 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. The Trade Expansion Act
of 1962 provides for readjustment allowances for workers who lose
their jobs as a result of imports.

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
matter.

Senator UARTKE. 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. BFRwuS-TEI. I am glad to hear that, Senator.
Senator IARTKE. 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 think 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 is
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 opposed.

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 IIAhTKE. 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 problem and you are exactly right. The Secretary of Labor has
in cicated that they will support the amendments which I proposed.

Mr. BERNSTEIN. We understand that the administration is in favor
of this.

Senator HARTKE. 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 foi this we ought to use
either the forum of the Organization for Economic Cooperation and
Development (OECD) or the General Agreement on Tariffs and
Trade (GATT).

Mr. BERNSTEIN. 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. Last 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:

* * * As 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 prices,
for there is a worldwide excess capacity of steel-perhaps more particularly
.so 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 sul)ject of public scrutiny. Some relate to the peculiar
,conditions of 1965 and other are secular in nature.
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I , To what extent, did American steel consumers, particularly the,
asutomobjle industry make more, or less long-term commitments in
irderto get preferred delivery from abroad?

2. To what extent are imports encouraged by pricing practices of
integrated producers such as charging high prices for a semifinished
product 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 reluctance 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 American steel industry, par-
ticularly of supervisory staff, compare with those of its foreign
competitors? I

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 competitive productivity. The Organization for Economic-
Cooperation Development, the Internatonal Labor Office, the Euro-
pean Coal and Steel Community, the International Metalworkers
Federation, and others have produced reports which can be of valua
in the proposed study. We suggest that their resources be drawn
upon.I I
IIn this connection, I might point out. that the International Metal-

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 companies throughout the world.'

We took the 117 largest steel companies in the whole free world and
comp, red 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 dividends, depreciation, taxes, and all
other factors. We have this, 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 HARTKE:. 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-
tive study. 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 date, none of
the witnesses have testified on to a great extent. This is "he fact that
the United States is losing its proportionate share of the steel markets
of the world, and that this is a rapid deterinraton. One which has
been almost continuous and accelerating since W!Vforld War II.

The second point is there seems to be no apprehension of the car-
telization or the actions of mergers which ,aro occurring overseas. If
continued along the line which they are, they re going to present a
very serious problem for our domestic industr,'. ince they are out-
side the purview of our own national jurisdiction, I think they are
going to probably 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 definitely
underplayed by all aspects, I hope that if you have anything which
you think will be helpful, you will submit it to us in writing after
we have closed the oral hearings.
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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 'rfinies does not think
so 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 atthis point.

(,he article referred to follows:)

[(rom the London Times, May 24, 1966

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 he set up for an initial eriml
of five years. These offices would have responsibility for the total output of
west Gernman 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 IIARTKE. I also wvant 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. It 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 inill. 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 night 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 overproductiol 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:)
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[From the Business Week, June 4, 1966]

TIE WORLD BATTLE FOR STEEL

GLOBAL SURGE OF CAPACITY FAR OUTSTRIPS DEMAND, SPURS
MARKET RACE TIIAT'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, TiADE TALKS, BUT GIRD FOR STILL FIERCER COMBAT

The top 25 non-Comnmunist steelmakers
[Millions of tons]

1955 1965

Africa: Union of South Africa ------------------------------ 1.7 3. 5
Asia :

Japan ------------------------------------------------- 10.3 45.4
India ------------------------------------------------- 1.9 6.9
Australia ---------------------------------------------- 2.5 5.0

Latin America:
Brazil ------------------------------------------------- 1.3 3.3
Mexico ---------------------------------- .6 2.7
Argentina ----------------------------------------------. 2 1.5
Venezuela ..----------------------------------------------. 1 .7
Chile --------------------------------------------------. 3 .5

North America:
United Stattes ---------------------------------------- 117.0 131.5
Canada ------------------------------------------------ 4. 5 9. 8

Western Europe:
West Germany ---------------------------------------- 23.5 40.6
Brain --------------------------------- 22.0 30.0
France ----------------------------------------------- 13.9 21.6
Belgium-Luxembourg ----------------------------------- 10.0 15. 2
Italy -------------------------------------------------- 5.9 13.9
Sweden ------------------------------------------------ 2.4 5.2
Spain. .----------------------------------------------- 1.3 3.8
Austria .----------------------------------------------- 2.0 3.6
Netherl nds -------------------------------------------- 1.0 3.4
Norway ..-----------------------------------------------. 2 .8
Turkey ---------------------------------- .2 .7
Denmark ---------------------------------------------- .3 .5
Switzerland --------------------------------------------. 2 .4
Finland ------------------------------------------------ .2 .4

The Communist bloc's 10 steel producers

[Millions of tons]
Soviet Union ---------------------------------------------- 49.8 100.0
Red China ------------------------------------------------- 3.0 13.2
Poland ----------------------------------------------------- 4.8 10.0
Czechoslovakia --------------------------------------------- 4.9 9.5
East Germany --------------------------------------------- 3.1 4. 3

Rumania -------------------------------------------------- 0.8 3.8
Hungary -------------------------------------------------- 1.7 2.7
Yugoslavia ------------------------------------------------- . 9 1.9
North Korea ----------------------------------------------- . 1 1.2
Bulgaria --------------------------------------------------- . 1 .6
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It would seem that the easiest thing to produce in the world today-and that
includes Zambia and Malaysia-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 lies the root cause for the confusion, bordering on chaos, that afflicts
the world steel industry today. It is plagued by overcapacity, caught up in a fierce
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 build-for bridges to span their
rivers, for automobiles and airplanes, for machines for their factories, for sky-
scrapers for their growing cities.

For example, some 80,000 tons of steel have gone into the big bridge across the
Tagus River at Lisbon. The new Akosombo darn in Ghana used up 22.000 tons
of steel. and a recently built alumina plant in Australia was a customer for some
54.000 tons.

But unhappily for steelmen. supply has outpaced the denmnd, 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 l)ut 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
(14-million tons, more than three times the 1950 level of about 19-million tons.

Heat of battlc.-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.S., Britain, and France, the many problems
plaguing foreign w rlkets 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 steehnuakers has developed into something close to a
price war, with lower export prices undermining domestic prices.

A British 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 15% 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, plastics,
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..-In the thick of this struggle for markets is the massive U.S.
steel industry, which built capacity fast after World War II to fill demand in the
world'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 F.S. market.

Since 1947 the U.S. has shifted from a net exporter, with an annual export
surplus in steel mill products of 6-million tis,. to a net importer. Last year.
partly because of hedge buyinr for a possible steel strike, the IU.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 26% of world output, compared to 57% In 1947. The
drop is all the more surprising when you realize that last year's record produe-
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 16% ill 1950.

Losers and gainr..-The U'.S. industry is hardly alone in this picture of declin-
ing percentages. The European Coal & 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 33%.
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 ol the world scene again as the largest
steel-product exporter of any country. Last year Japanese exports reached 10.9-
million tons-a 43% gain over the previous year-acountfng for 17% of world
steel trade.

Pricc wcapon.-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 & 8teel 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 to 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
enamored 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. in ternttional.-Thus, steel products from these smaller countries
have begun to flow in world trade channels-o-)ften at "cut-rate" prices. The gov-
ernments (which usually participate in the financing and operations of the steel
mills) 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
occurred 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 80% of capacity, you can't have countries
running at 100% 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 slow 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 RACE TO GROW

For most of the postwar period until the early 1960s, steel was a seller's
market. And to keep pace wA.t ai unprecedented economic upswrlng, steelmakers
everywhere were building r, nd 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
bars; by eliminating ingot molding, soaking pits, and primary rolling, the process
cuts costs and improves yields. Vacuum degassing uses a vacuum vessel to draw
gas impurities from molten steel.

U.S. part.-U.S. steelmakers 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.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 established free
world producer had a corner on technology, and gave the steel industry its inter-
national east. Technical agreements between foreign and U.S. produces and
moves by U.S. steel mill builders to cash in on a burgeoning foreign ilarket
have made the issup 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 upheaval this rapid expansion has brought in word 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 94.7-million last year-yet its share of
world output remains at about 20%.

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 ECSC ;teel imports jumped almost a third, depressing internal prices and
pushing down profits by 10% to 12%.

Renedies.--Acting through the ECSC High Authority, the six member gov-
ernments raised tariffs on steel from outside ECSC to the 9% Italian level-
supposedly a "temporary measure" but one likely to remain. This helped com-
iunity 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 85.6% 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 nedfcine
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, seek 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 (Soci(t Lor-
raine de Laininage Continu) facility in France, with steelmnaking and finishing
mills. Seven French steel producers pooled funds to erect 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 Siddrurgique Lorraine (Sidelor) and
Pont-h-Mousson.

Now Pont-A-Mousson and De Wendel are building a 1.6-million ton facility-
Socitd des Acifries 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- Sid6rurgle Maritime (Stdmar)-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 9% of community production.

Fiull-fledged.L--Now, companies seeking to overcome the weaknesses of small
size are moving from joint ventures to full-fledged merger.

The merger wave (see p. 257) really got going two years ago when the Ger-
man producers August Thyssen-Iluette AG and Phoenix-Rheinrohr united wnder
the Thyssen name to form Western Europe's biggest steel company. Now the
wave Is spreadihg 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 suns 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 steelmen to stay competitive in the meantime is producing mixed
results.

Many criticize the High Authority as ineffectual. The spokesman of a Luxemn-
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 15% lower."

Despite the Authority's admonitions to trim production, total ECSC crude
steel production in the first four months of 1966 was less than 1% 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
sent outpmt soaring over 1964-in the Netherlands by 17.3% 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 joking
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 EOSC 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.

Burden.-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
not," says a French steelman; "if we had to run at 70% of capacity we'd be
dead."

U.S. STEELMAKERS GET IN ON THE EDGES

Facing this involved situation within the ECSC, U.S. steelmakers have gone
slowly in entering the fray oni the Continent. Traditionally, participation has
been through export activity-thomgh this has declined. In actual DTropean
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. V. 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 1940 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."

Disa8trou&.-Despite hot competition from Swedish and Austrian producers,
,specialty steels have lured several U.S. producers to Europe. U.S. Steel has a
50% interest, along with Finsider, in a stainless operation near Rome. Crucible
Steel Co. of America owns 95% of a stainless facility near Milan. Allegheny
Ludlum Steel Corp., through Allegheny Ludlum. International S.A., has a joint
venture with d'Esprance 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 25% since 1960. "Profit margins are gone," says
Michel Delheid, commercial director of Alleghenky-Longdoz. 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 hat."

Other venture&-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 25% interest in Spain's largest steel company,
Altos Hornos do 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," lie 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 195, 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-
lem.s--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.

CJutting baelc.-Primarily to adjust to the slump in domestic demand, a 10%
curtailment in crude steel production has been in effect since last July. Earlier
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 marketing.-Howls from U.S. steelmen over inroads of Japanese
steel, meanwhile, brought separate visits to the U.S. by Yoshihliro Inayama.
president of Yawata Iron & Steel and the Japan Iron & Steel Federation, and
Yasujiro Yasuda, managing director of Nippon Kokan K. K.
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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.S. 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, 4965, is to be operated at only 33% of capacity
until March, 1967. t o... y 

MITI, too, is taking a closer look at new investment. Last year, though
-capital investment in steel was targeted at $640-million, MITI 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-million. Only second-
ranked Fuji Iron & Steel is cutting back, and Fuji is getting restive; President
Shigeo Nagano says "Fuji cannot sit idly by" if other steelmakers go ahead with
expansion.

Whether all these moves will change Japan's production and trading climate
remains to be seen. European and U.S. steelmen are less than sanguine about
any significant shift in its long-range strategy.

Gain.-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 80% of its Iron ore and about 60% of its coking coal,
steelmakers have concentrated on improving blast furnace efficiency. 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 K.K. 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 Mitsui & Co. teamed up last year with Hercules Steel Ltd. in
Canada to produce secondary wire products using steel from Japan, Mitsui and
Yawata have joined with Malaysian interests to build Malasia's first integrated
steel works.

BRITAIN: TnE 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 economic. 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 90% 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 1(44, 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 iuI)ort surcharges imposed to help save the pound.

Price hassle.-Domestic prices, regulated by the Iron & Steel Board, are in a
muddle. Since it was set up in 1953, the boa ld has fixed "niximum" prices
and steelmakerss have used the schedule as a niinum 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 freight, so that only users several
hundred miles from its mill would pay the Iron & 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.-For 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. L. 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 economy,
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-sponsoredl 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 European and U.S. steelmen 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 Hill Proprietary Co.. Ltd.. has embarked on an am-
bitios, expansion program, and says "export outlets are being vigorously
pursue(l."

I the Anicrica..-Brazil, a significant exporter of iron ore and manganese,
is also busily eximinding 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 10% 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
tons last year, plans to boost its capacity to 4.9-million tons by 1970. Mexican
steelmakers are going outside the country, too, with plans to help fiance mills inIlonwluras and( Guatemal a

Canada projects an 'utl)ut of 14-million tons by 1,970, compared with 9.8-mil-
lion tons in 1965; but capital slKniding over the next 18 momiths tmay be held (town
by provisions of the new budget. Exports stoosd at 1.3-million tools last year;
the plans call for a boost to 2.2-million tons by 1970.

Red glow in the East
So far, the Communist b)loc has liad a minor role in world steel trade,, though

production has been growing. Soviet outplt of 100-million tons last year, for
examl)e, was (loubhl that of 10 years ago (total 1965 Communist bl.)c )roduc-
tion was 147-million tons). But iiite-nal demand is high, and the Red countries
have i)roblems producing all the type., and qualities the world market demands.

Until the April party congress in Moscow, Kremlin planners aimed at a slow-
(Iown in steel for the next five years to get the industry on a more modern track.
But the comrgress appeared to signal a shift to a faster rate of stel expansion-
with a blla, at Niklta Khrushchev for "counterposing the chemical industry to
the iron and steel industry."
Trade and. aid.-East Germany and Rumania together take! half of Russia's

7-million export tonnage; Finland Is the only nou-Communi-t country taking a
significant amount. Steel trade of the Soviet bloc 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.S.R. has been more active in foreign aid. It built the 2.4-million-ton
Bhilal mill inm India, plans another of 5-million tons.

The Soviet-ChInese split has opened the door to Red China for the West; the
Cliinese l)lan to build a $150-million steel finishing mill with the aid of a West
Euroiwan consortium points this up. Last year Red China ordered an oxygen-
process umilt from Austria's Inited Iron & Steel Works (VOEST). Peking Is
numm 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 HOTTEST STEEL 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 tools to the U.S.S.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 oil 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.S. steelmen see hope in the negotiations on steel now going on under the
General Agreement on Tariffs & Trade, which deal with tariff and non-tariff
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
doniestic 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 Chairnan 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 I. M. Buddington of Inland Steel Co. told the American
Iron & Steel Institute at its meeting in New York tht "governmental practices
concerning exports and imports should be carefully studied and action should be
taken 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 aniounts in new facilities geared to meet tighter quality specifications.
U.S. 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 jibout 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 OUTPUT WITH MODERN PLANT IN SOUTH

Climbing output of steel in Italy-up 29% 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
st eel 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 coastline. Biggest and most 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
inst modern facility in Europe, possibly in the world. It can produce annually
2.6-iiillion tons of pig iron, 2.9-million toils of steel and can be expanded to a
steel (.apaelly of over i-niiillion tons.

,JrI.l.- Taranto is an example of the international flavor of steel mill construc-
tioi. 1'.S.. French, German, and Austrian enginers helped design and build it.
It has technical agreements with Arnio Steel Corp. for rolling mill assistance,
nd with Yawata Iron & Steel Co. on blast furnace operation and oxygen
techiliques.
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Despite startup problems, Finsider officials call Taranto "our Jewel." Main
obstacle to a smoDther break-in, says a U.S. technician there, is that "the opera-
tions people are iehead 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 Buropean 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 mill. Now Taranto
furnishes that half.

"The traditional producers looked to Italy as a place for putting their excess
production," says Finsider official Tomaso Liberati, but they have had 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 STYLE

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 H.-Jdir. Joint an-
nual production : 5.5-million tons.

Frenw4move8.-In France, two combinations of top steel producers are in the
works but have not yet gone through. The No. 2 steelmaker, 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 modem
equipment with lower costs."

Biggctf-What could be the biggest merger yet involves two German steel
groups-Hoesch AG and Dortinund-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 HARTKE. And finally, I quote an article appearing in today's
Journal of Commerce under the heading, "To 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 undesirable competition among makers and avoid-
ing adverse criticism from abroad.'

But the main point I 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:)

(From the Journal of Commerce, June 3, 1906]

To Avol) CRITICISMS-JAPAN STEEL INi)USTRY ItE(GULATING Expowr FIA)w

ToKYO, June 2.-The Japanese 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 goo(ls in fiscal 1966, ending
March 1967, has l)een placed at 10,000,730 tons, valued at $1,340,1056,000 on a
customs clearance basis (f.o.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 Sumitomo 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 official said that since April, the steel industry has been carrying out an

orderly export system on the basis of a decision to ship 5 percent of its over-all
export goal in the first half and 45 percent in the latter half to avoid any rush
Shiplments.

As to the U.S., steel makers have agreed to ship in the current first quarter
(April-June) an amount equal to the level recorded in January-June, 1965.

TO RFOULATE FLOW

They are currently discussing further a detailed export program which will
regulate not only quantity but also item by marketing area, the official said.

Reviewing Japan's iron and steel exports, the official said they amounted to
9,915,218 tons, valued at $1,329,772,000 tn fiscal 1965, recording an increase of
30 and :15 percent, respectively, over the l)revious 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 tin 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.S. demand would be carried over until this March. But U.S. 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 official 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 base 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 i steel trade In 1965 among eight major steel exj)orting
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 HARTKE. The first. witness this afternoon will be Mr. John
P. Roche from the American Iron aml Steel Instituite.
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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

31r. RocJi. Senator, my name is John P. 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
)resident 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, andI want to reaffirm the
need for such a study of the steel imports, and urge its completion at
an early date.

Senator LARTKE. Let me say just for the sake of the record that
you were not completely enthusiastic about my calling the hearings
at this time though, were you?

Mr. RocnE. N. 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
oplorttune than would have been true 3 or 4 months ago.

Senator H1ArTKE. I do not uow. All these accusations from ye-s-
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 look at, this organization, but now I plan to.
He Made a nice appearance yesterday, and so I am going to take
:n 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 whan people
protest. as vehemently as le d d yesterday, manike 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.

Mr. lRociE. Senator, a quotation identified with you in the Amer-
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 to the continued level of domestic product ion.

Before discussing the steel iml)orl I)rollemfl in (lel)h, I would like
to urge that the proposed study be made by a congressional coimitteo
or subcommittee in order tiat it may be put in motion inlmmediately
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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
aproximately 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 mill
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 a major contril)lting 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 the 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 3, 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 $1,096 million. The value of steel exports was down to $400 million, pro-
ducing an 11-month steel deficit of $636 million, perhaps $700 million for the
full year. In 1955-7 we had an average steel export surplus of $645 million.
Thus the deterioration of our balance of payments due to steel over the last
decade is $1.3 billion, probably as iarge as our entire balance of payments
deficit In 1965.

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. or that reason, it is misleading to talk
of such penetration in terms of the national average, as serious as
that is.
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For wire rods, imports in 1965 accounted for 4-9 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 19635, to a value of
more than $120 million.

In the case of two major market areas-the Southwest and the
Pacific coast-imports already 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 sigvnifi-
cant impact on the economies of the communities in which such plants
*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 area of the West, nearly
half of the hot- and cold-rolled sheet requirements are supplied by
foreign steel l)roducers, )rincilalyv the Japanese. On a national
basis, their rate of increase is greater than that of any other steel
l)roduct. 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 area comprising the States
bordering the Great Lakes, including Indiana. Imports now threaten
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 domesti, 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 adeq uate
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-
port sales. As the chairman of a major British steel company-Sir
Richard Summers, of John Summers & Sons, Ltd., February 3, 1966--
recently stated, referring to market conditions last year:

Unfortunately p)rices 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 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 like to quote on this subject from two recent articles which
appeared in foreign publications.

Speaking 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 production, 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 steei 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. Roci-E. Precisely.
Senator I-IARTKE. 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 o.aly 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?

Mr. Roci. I do not know of any current relief that might be
available.

Senator HARTKE. That is what I mean.
Mr. Rocui. Except as an interpretation of our own antitrust laws

might hold that actions by foreign manufacturer,, 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
cole In.

Senator HARTKE. 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. ROCE. Yes.
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Senator IARTKE. And this requires, of course, not alone the lind-
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. ROCHE. Precisely.
Senator HARTKE. Quite frequently, as has happened when the Com-

mnunist 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 a
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 w ith 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 pri(.ce&
They have at least captured that part of the market.

Mr. ROCHE. Precisely.
Senator IlARrKE. This was utilized by the aluminum industry 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.

Iut 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 American legal process, isn't that true?

Mr. RoCHE. Very true.
Senator I-ARTKE. 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. RociE. It is very true, Senator. And if 1 may depart from
my paper here, the 33 magazine on metal producing in April 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
companies 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 1964 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 rates
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. ROcHE. 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 TARTicE. Which agreements will probably, if not subject to
prosecution in the United States, most certainly would be subject to
review by the Justice Department.

Mr. RocE. I would think that kind of action would be subject to
'prosecution in the United States.

Senator HARTKE. That is what I said. But without question would
-be 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 legal 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. RocHu. Right.
Senator HARTKE. All right.
Mr. Roci-E. 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
companitA are solely to export to the U.S. East Coast and that the Japanese
firms are to sell their products to the West Coast.

That is from the Metal Bulletin of April 19 of this year.
Senator HARTKE. Which demonstrates an even greater concern

which should be expressed by America, but here you have an agree-
ment, an international agreement--

Mr. RocHe. International agreement.
,Senator HAiRTKE (continuing). To share the market.
Mr. ROCHE. The U.S. domestic market.
Senator HARTE. And to share our market.
Mr. ROCHE. Right.
Senator HARTRE. Not alone to share our market but also to give ex-

clusive territorial rights.
Mr. ROCHE. Precisely.
Senator HARTKE. 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. RocHE. 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.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 stainless 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 Kingdom, 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. iT!k
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 o!
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, such 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 sufficiently to absorb the additional capacity.

Senator HART.KE. The fact of the matter is in the less-developed
nations of the world consumption of steel has been on a continuing
downgrade.

Mr. Rocimn. Precisely.
Senator HARTKE. 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.

Mr. RocdE. And I have a few figures on that.
Senator HARTKE. Fine. I am sorry to have anticipated you. I did

not mean to do that.
Mr. ROCHE. Parallel to the increase in world steel use, total world,

exports of steel have doubled-fromn 29 million tons of steelmill prod-
ucts in 1955 to over 60 million tons in 1965. However, the pattern of
this trade has shifted drastically away from one of shipmeo.is from
the industrialized steel-producing countries to the less-developed coun-
tries, to an increasing exchange between the industrialized ni-tions,
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

percent to a little over 30 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 HO1E 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.
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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 facility improvements 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.S. steelmakers 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 sealed up to handle U.S. volume production. But in the 1960's U.S. industry
leaped strongly into the race.

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.

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 processing 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 steplmen 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 (low in Steel Technology":

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 oi
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
before, 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 appropriate subcommittee of Congress and that it be designed to
be comp',eted 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
which should be explored and analyzed by such a congressional sub-
committee:

(1) The extent to which dumping is a factor in steel imports into
the United States. Dmnping here is used not only in its technical
sonse, but also in the sense that foreign steel producers dispose of their
surplus steel in world markets in ways that can bo 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 elort.

Senator HAnnTH. Let me
Mr. ROCHE. Yes.
Senator HARTKE. e problem there, of course, I hat two argu-

mnts will probab be made against it. One of themis that there
is no reason, if oes not do anyd ma the domest industry,
why you shou not permi el ducts come in hie atthe
lowest pbssibl price. I Iere I. in a ion or i here is a fight against
inflation, bo i of the. ases, w uld a gume for ch steel
imports.' "is would'n icate would li.e hold th price
of items do ii in the Unite peiI ittin im p rtation o steel
at distres l prices. I pr per, lutprobat

I think he second r gumie ta, ely put against
this is tha , after a , w d 1t if there no
domestic i dsutry? Whet or n h ceive eir fair r urn
on their in estment of no tr, e content to put up ith
no return m their o n mar* e ust t et I eir surplus eel?

I think a we have ia indica -h ore tha either o these
arguments ill real] iold water cause he sim extend on of
that is, let us lose all steel mil Own icre, ring e rything n from
overseas, and will take e of both e oblems. ou will
have a nice de ssion. Y It ha muc )urchasin ower for
very long, an o will have a ruine economy.

I am not one wh thinks that God gave us any ecial riaht to
live in a prosperous ec my without givn som, oulit an some
idea to it. To that extent * n to push rd in tlis committee
to see whether or not we can have some action this year..

I am not one of those who is disposed, 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 stirprised at the real impact that was
involved in steel. I think I might have a strong ally in the chairman.

If . do have, I am looking forward to some good days in committee.
Mr. ROCHE. 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 (lumping is actually taking
p lace. And I am not talking about dumping inI the technical sense.
It 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 if there is, it is a)out time we learned it.

Senator tARTKE. That is right.
Mr. ROCHE. 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; toohniques used by
other steel-producing countries to protect their home industries on al
purchases financed by public funds; and other national preference
laws and practices.

(3) 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.

(6) 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 IRON AND STEEL INSTITUTE

INTRODUCTION

My name is John P. Roche, and I 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-
search, 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 550.000 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 lie has taken in introducing Senate Resolution
149. Further, I would like to reaJlrm 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 studies 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 a serious 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 principal 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. I
submit, therefore, that a continuation of unrestrained and massive imports of
steel 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. Since it has been
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, fir4t, the most important aspects of the
import problem now facing the steel induf,try of the United States; second, the
major reasons for the growth of this rrcblem; 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 approxl-
mately 10,883,000 tons, representing 10.8 percent of total market. Just four
years before, in 1961, imports were 3,163,000 tons. This compares with the
1955-1957 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 1905
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. Balance 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 additional dollar outflow for freight,
since much of the imported steel arrives in foreign flag sipss: and; in addition,.

$4-887-66-----18
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the value of the exports should be 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 deficit in the
steel balance of trade last year approached $1 billion-as compared with the total
190 balance of payments deficit which is estimated at $1.3 billion. (See
Appendix A.)

The Chairman of the President's Council of Economic Advisers, Gardner
Ackley, put the problem In historical context on January 3, 1966 by saying, and
I quote him:

"Over-all steel imports In the first 11 months of 1905 were up to 9.7 million
tons, worth $1,096 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 export surplus of $645 million.
Thus the deterioration of our balance of payments due to steel over the last
decade is $1.3 billion, probably as large as our entire balance of payments
deficit in 1965."
0. Iifport penetration by product and area

The steel import penetration of the United States market, which reached an
average level of 10.3 percent in 1965, varies widely as between different areas
of our country. For that reason, it Is misleading to talk of such penetration
In terms of the national average, as serious as that is.

For wire rods, imports In 11)65 accounted for 49 percent of the national market;
for wire and pro lucts made from wire, imports ranged from 13 percent to 50 per-
cent of the U.S. market. Japan shipped half the wire rod tonnages and nearly
half of the wire in 19N5, to a value of more than $120 million.

In the case of two major market areas-the Southwest and the Pacific Coast-
Imports already are supplying one-fifth of their total steel requirements despite
the existence in each area of modern well-equilpped steel plants. Obviously, im-
ports are now having a significant Impact on the econonmies 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 event. In Southern
California, the largest industrial area 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 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.
For 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 easily accessible Great Lakes
ports just as they have already flooded coastal areas of the country.

D. 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 demand, to say nothing of
the requirements of emergency periods.

The 10.4 million tons of steel imported in 1965 was a three-fold increase over
1960, and i presented one of every 10 tons used in this country last year.
They approximated the combined shipments of Inland Steel Company plus
Youngstown Sheet amd Tube Co., or of Jones & Laughlin Steel )lus Armco.

Should this growth continue unchecked at the same rate, imports by 1970 would
skyrocket to nearly '10,000,000 tons, about 11/ 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 )e 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 substantial
proportion. Even allowing for a rising trend of industry efficiency, the 1970 em-
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ployient loss related to 30 ililon tons of imports would be on the order of
180,0K) jobs.

TILE REASONS FOl TILE MLL01 VOLUMEW OF IMPORtTS

Does this rising trend of steel imports represent it true economic advantage
of foreign producers in terms of costs of production and distribution? The
technology of steel manufacture Is a coniplex and changing applied science which
Is becoming Increasingly internationalized. The econoniIc and social charges
that go into the price of goods are obviously at different levels iII different coun-
tries; for example, wage rates, raw materials prices, taxes and interest rates.
As at result of differences lit taxation policies as between the principal foreign
steel-producing countries and the United States, liaported steel which hats been
exempted from a substantial share of taxes in the producing country enters our
market to compete with fully-taxed domestic products manufactured under the
union 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 level. He 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 mast dispose of excess tons in the export market
at whatever prices lie 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 familiar 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 Europe, is regularly discussed, for example, in the official 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
vales in this and other ways. As the Chairman of a major British steel com-
pany I recently stated, referring to market conditions last year:

"Unfortunately prices in the export markets are very weak, and fell away
nl through the financial year, more particularly in the last two or three months,
with an adverse effect on the ,vhole steel trade. They have now reached a
point where they ar, very much below domestic prices, and here I would remind
you that British home steel prices are highly competitive with others throughout
the world."

It also seems clar that the sale of steel exports to the United States market
is being achieved 'n many cases by commercial practices which are contrary to
our anti-trust and fair trade statutes. I would like to quote on this subject
from two recent articles which appeared in foreign publications.

Speaking of Japanese tactics in exporting steel, the Japan Eomnto 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 3-15-O0.

Within the past two nlonths, the British magazine, Metal Bulletin, In report-
Ing that Australian and West German tube companies were shipping galvanized
tubes to our West Coast, commented:
"* * * This Is lit 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 sell their products to the West Coast."-Metal Bulletin, England
4-19-66.

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.S. market is expressed in the following quotation
from the Stainless Steel Industry of Japan (193 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 wivll continue to be the biggest importer of Japan's

I Sir Richard Summers of John Summers and Sons, Limited, February 8, 1960.
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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
exch ange."

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 Europe 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 is fundamental to an understanding of the development of the steel
import crisis 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 300 million Ingot tons in 1955 to a record of 500 million tons last
year. Over the same period, world capacity to produce steel increased even more
rapidly-from approximately 300 million tons to nearly (100 million tons-leav-
ing an excess of about 100 million tons of capacity to hover over the worlh 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 II, and
some of it 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 restulta
of which plague the American steel industry, Is augmented by the race in many
less-developed countries to attain self-suifficiemcy in steel product ion. The less-
developed countries have also built steel (alpmcity at a rapid rate for the lmr-
pose of improving their own balance of payments situation and also as a status
symbol irrespective of domestic demand. In the last decade, the emerging coun-
tries in Africa, Asia 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 import volume and sharply reduced the import share of
their steel supply. Some of them have even begun to export steel.

B. International trade in steel
Parallel 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 (10 millil
tons in 1905. (If intra-ECSC trade were excluded, the figures would he 23 mil-
lion tons and 50 million tons, respectively.) However, the pattern of this trade
has shifted drastically away from one of shipments from the industrialized steel-
producing countries to tihe less-developed countries, to an increasing exchange
between the industrialized nations, with the United States by far the major
recipienL In the past ten years, the share of total world Imports (exclusive 6f
intra-Comumon Market trade) accounted for by the less-developed countries de-
clined from 50 percent to a little over 30 percent in 1965, 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.

V. 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 local 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. S. 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 close cooperation between the industries and gov-
.ernments 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 two years. These Increases leave the U. S. without
-challenge as the most open and easily accessible market. Neither the ECSC
nor the UK have shown any intention of entering into any real tariff bargaining
on steel. In this regard, It is most important that our GATrT negotiators, ill
their eagerness to make a success of the Kennedy Round, d not sacrifice our
.steel industry by bargaining away 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 nation-the United States-is a development of the past five
years. During this period, steel imports into the other major producing areas-
the European Coal and Steel Community, the United Kingdom and Japanl-
have shown varying trend;, but in now- of the three areas has there been the
massive volume and rising trenO which imports have exhibited in the U.S. In
1905, imports into their countrit-s accounted for about 1 percent of the IOCSC
market for steel (excluding Intra-Coninton Market trade), 4.5 percent of that
of the UK, and less than I percent of Japan's: whereas in the United States, as
I have Indhateol, imports have risen to 10.3 percent of the domestic market.
For the American steel Industry, sticl it continuing erosion of its domestic mar-
ket can only mean utinate deterioration of its capability to supply time national
requirements of steel, especially in eases of national emergency.

We believe that the distortion whieh has developed in the pattern of world
steel trade Is clear evidence of the Inequitable competitive circumstances and
unfair practices which surround these massive Imports of steel into the United
,State..

The best available forecasts suggest worl 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 in capacity as prevails today. Major
capacity ahlitions are projected for Western Europe and Japan, while there
is no evidence that home market demand or steel consumption In the less-devel-
oped countries will increase sufficiently to absorb the additional capacity.

The future, therefore, seems to promise an intensification of the efforts of
European and Japanese mills to dispose of their steel in the United States,
utilizing the practices I have described and impelled by an litereasing production
cal)ability at home. Their tome markets, of course, will continue to be pro.
tected as may be necessary by variotis governmental and quasi-governmental
measures. Consequently, we should expect that Imaports will continue to be
soll lit increasing volume at whatever prices they will bring in the world's
largest and freest market--tie United States.

RM M A RY

Since 1960, the steel industry of the United States has struggled with the
rising tile of steel Imports. Despite huge investments In new and improved
facilities, 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 impairment of its ability to compete and to
serve 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
several 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-
mlot be Justified for long If the upward trend of imports continues.
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What som ople have viewed as a problem has become a crisis, not only for
tie steel Industry, but for the nation as well. For example, the ndverse balance
of payments in steel mill products, taking into account (ost of freight and the
effect of AID financing, was over O( ) million dollars in 1965, and shows lie
improvetnent In 19)60.
We not only welcome a careful study and analysis of the steel import, problem,

but we urge that such study and analysis Ib conducted by atn appropriate sill-
conmintte. of Congress and that it le designed to be completed by October of this
year iln order that prompt remedial legislative or admInistrative action may
be taken.

Our experience leads us to coneiul'e t hat the following are areas whihh should
be explored and analyzed by such a Congressional suiwolnlittee :

(1) Tie extent to which dumping is a factor itt steel Itaportq into the
United States. Dumping here is used not only in Its technical sense, but
also in the sense tiit foreign steel producers dispse of their surplus steel
iln world markets in ways that can be considered unfair trade practices.
As an aid to such a st td,, the United States governent could by adtlnls-
trative action immtediately requi re certification on all steel illortq of the
fair market value, i.e., concurrent dotuestih mnill net return, of the particular
connoditles iln the lIome market of the country of export.

(2) The tyls of specil assisttnee given their steel-produeing companies
by governments of the iajor steel-producing countries with respect to tariff
and non-tariff barriers; loans or loan guarantees: spelal tax assistance by
way of rebate or otherwise teehniques used by other steel-produelng coun-
tries to protect their home industries on all purchases financed by public
funds; and other national preference laws and practice.

(3) Tie applicability of eontervallng duties to offset such government
a ssista nce.

(4) Tie extent to which the operation of steel facilities in the United
States has been discontinted as a result of forelgt nliorts.

(5) The degree to which the industry's employment ind revenues an(l
government revenues have been affected by steel imports, and t iie likelihood
of further Injury in the years ahead If present Import trends are allowed
to continue.

(6) The problems created partieularly for the sixsclalty steel Industry
by excessive Imports.

(7) The extent to which foreign producers selling in the United States
should be required to comply with United Stiates tnti-trust laws uind
regulations.

(8) Tite need for developtment of effective International laws of fair
competition in Internatilnal trade.

(9) The extent to which other steel-produclig countries apply quantita-
tive restrictions to steel imports.

The long-range dangers posed by massive imports are real. It is Imhperative
that a study be made. 'rite steel industry will ts.ist it any way it can i a
Congressional study of this problent so that. Ile facts may be made evident and
approlriato c-orrective action (%ant be taken promptly.

At'mENItx A

STATEMENT ON BALANCE OF PAYMEN'rs, REVISE) 'MAY 31, 11l6

The progressive erosion of tie lternatlonal steel trade losltiont of the United
States over the past several years has4 been it matter of detlt-nig concern to
Aierca steel producers,

As Is well known, the tied States, is the largest world prolucer of this
baslc itetal. had been it consistent atid substantil ne. exporter of steel over an
extended period of time. stretching back to the beginnhig of the century. Thi.s
traditional im)sition suffered it dranittlc reversal it 1)5) when lillorts for the
first titue extceeded exports, partly due to special circumstances flowing from the
steel strike. however, sitice that yea r, steel Impoltirts inttil , UnIited States have
beetn rising-ut all Icreasilng rate sltco 1.4iI--and the negative trade balance
has benem widening, both in terns of physical volunie and dollars.

'This unllltn factory situation, it, is feared, Is noit a teminrary plihenontenon,
attributable to unusual inarket. conditions Aecording to past experience, the
tendency ha.s been for foreigli producers to take full advantage of available
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'lit suggest I lienis'1 Nes.
'I'le(se 1 Irl i ig I reii(I 1111d1 prospec'ts ho 1 s1erious15 41 Impict'iisIi for I th Amen'-

(ii I,,5 seel liusl ryN ,(id for ouiir nif lomiil tw'(nomiii its it wbl1. Almeidy, grievous
losses' 144'1v 515 bee I s iitti i i I teriiis (if j 4t(Iuillo. 1111idust i'y emloymen4'1t, kind (11h
I li iv o1'(f Imlliv 1i(l s, 1111d1 1111 sigiis jptlii l ftrt ier del erioratIion mi Itss mteilsures
IIre( tokeii to1 v(Irrt't, the sit uathiii.

it N ('tft'4't O(111P4 (14111111- gill)I.
'1'1141 prtogretssth'e (lteriornii or I tht 1I .S.A. t rade haititte ii st eel 111111 products

Is 4iNii In'I Owii t l e*t blow1(~. Ti'IP4 (4101li1i' Vii hit'S 111-0 III 141 4111 0111'i111 U .S. Depart-
144i,(1 f' (olti*erc(' Stilt t im-cs. but1 te ilpollrt ai'i1tts ltiVt' iteti ilditistl to reflect

its giVelI ItI 1144' (fItIIIii 1stilt 1stit's 1'eilest.lit. f.o.ib. %-Mlim 1'Sit. O11w foreign pI1'. of
silpi l'iC 11iititd u $l1(ii Such. th 1 i li fake h ito (1 l(omi0 t frei gut. mi14d isuttittt't (c14arges
pid1( by thle A lliet'ieil ilIporter'1. Expii'('te sho(ws 11111. st eel ititportm front
(14'1'il Source('s. 11s it g('llei'il i ruei. are en tri('(l to1 (111 Shiores li foreign~ flag sipsI.

Aec(Irdlligiy. such4('15 v Nt ('(histte1'41 4(l(14141 (di i'l rin (14 o111r WIl ittt't of paiy-
mleiitm. Ou)tr 1111(1 igs it '4 thu I. these54 charitgesN iV('t'ige 10r%, orI more1'( of the (l4104
folb. N'lli11 (1 lif Imots.

Maiuig (1114 a iiowil toe folt I lie fireight 4mid( 11151t'imt''e l cor. the4 figutres lit tle

lIThe (It'usti 14 (ilulige lit oIlr fore'tigntradI rtl XItIt1 li Steel wa'iiN given'l full recog-
fii 1(1 Ini O114 Uitlt't (of III4'% Coiiti (It JEvonomei~t Ad,(visers' (11 S1tel Pricves ( Ackley
R W't1't 1'('14'415l Iiy% tie, White- HouseN4, Maly 4, 10015. This report pJo41l flet
adv'erso Impaciitt (o1 Iliv( 1111 ic of11'( (I' aylii(m of tlio t'ersali1 lit t114 U.S.A. steel
trade opposition *1 as ( li ten 1955-57 klind 1964- lit. $791 millioli Allowance for
f'reighit: idt isiratti (o14 Ipots w~ouild rutiso ti r figure to an estinittd $873

Stee ('1Itmpots f irst. ('eeededi v'Xl(I1ts Ni idu'l114 lit f ei(ile 1'a 1959. Ili both 1003
andtt 11)(4, the cto., oft Steel Itt1losrts ('xt't'tlt' fite dolloll return frotit expIorts5 by
betwveeni $200V-225 miilliot. ltn 196(5, furtliet' adve'rse, Shifts lit both e'xports andi

pafst sevetrail 'eiirm tare hliati*t1' of the trend, its wve fear they iire. the annual
hit iiti't (Ir pillIltt'44ti N (ivhI itt sI Steel trd jitl' 14o'Ilit alone1 could reach even more
*111 itlig matugitue 1i(' fl 14'(il eas to come114.

154po'i-t mid exports of stccl mill productse1

I1ttlxlrls Exporlt; 1311fituc

'Thlouisands NIIIIIIIIIs I ofl 'l'111151i1s1 MIillionls (of T'llsatllds N1l Illiolts ofI
of toll,% dollars of (011* dollartts of! tons 4!olittt

197........ 1, 155 1901 5,348 750 4. 13 5N0
95......... 1,707 213 2,8231 sm1 1,111 351

11)44.............. --- 4.390 NO1 1.6(77 3m1 -2,711) -204
100........ ,361) 4941 23,177 4101 -. W2 107

1941----------------..... 420 1,99*0 423 -1,173 3

11)11 ........ 5,441 11196 2.,22 4 470) -3,222 -22A1
1944-------------------, 440 824 3, 435 0 22 -3,005 -202
19 ....... 10.,83 1,2.95 2,489 507 -7,804 -788

I lint)(Mr values htcrrlitd by 10 pt'eitt to iditit themi fromt ant fob. to11a C.l.F. basis.

It will be n10ted that both dleclning export.- and1( nilg Impo1rts have e~on-
tributed4 t) the growling deficit, l*ut the upIsu~rge lit Implorts 1141 b( bty far the
prnipa)l factor itiettuti U g for the chan tge.

Actually, lit terms of the negative effect oil the balancee of lkaynttlt, tihe e'~1)4rt
positions Is even miore unfavorable than. Inidcatted. This Is because, In 9net, a
large v'olumte of steel expo(rt.4 Is being fitnn'ed by commodity lens granted by
the Agenicy for lInternaionail IDevelojlnllt-AII. lit such eausem. foreign buyers
tire supplied ith dollars by' the I;iiltetl Statest Governmnt oil liberal long-termi
tnits of rep~aymelnt. Ili tihe clrcumlstattes, AID')fltlancee exp~orts9 inaie 110 net
c2ontributiloln to th liba)1lance1( of Imi ympits ton)1 current accoun~t.

STEE3, BLIPORTS
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If the value of steel exported under AID loans is subtracted from the export
total, the true effect of the steel balance is shown, as indicated in the table below:

Jin millions of dollars]

Net effect
Balance of AI1)-flnanced of stool trade
stool trado stool exports on balance

of payments

1957 ........................................................... -60 33 527
1 8 ........................................................... 351 20 331
1959 ............................................................ - -204 13 -217
160 ........................................................... 107 16 95
1961 ............................................................ 3 44 -41
1962 ........................................................... - -108 122 -230
193 ........................................................... - -226 170 -405
1964 ........................................................... -202 197 -899
1 5 ........................................................... -788 150 - 8

On thls realistic basis, the adverse swing in the balance of payments on :4eel
account between 1957 and 1905 amountel to almost $11/ billion.

Indirect trade in steel
In addition to direct steel exports and imports, trade in manufactured goods

gives rise to Indirect receipts and shipments of steel in (ontlilncd form. Virtu-
ally all of such indirect trade In steel results from exports and imports of metal
manufactures, machinery and vehicles. The balance of payments figures pre-
sented above make no allowance for the value of contained steel in our foreign
trade picture. The value of the steel contained in there products varies greatly
from item to ftem and It is difficult 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 American manufactures
shipped abroad would be of a relatively lower proportion than is tile case with
Ilmlorted 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 yielded a net export surplus of an esti-
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 enough to offset the current
deficit on direct steel trade.

APPENDIX B

NON-TARIF? TRADE BARRIERS

A non-Tariff 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 Impedimenta to trade resulting from
the operations of foreign cartels, private monopolies, and other non-governmental
business practices. An illustrative list of restrictive trade regulations and
practices Is included in EIxhibit 1.

Principal non-tariff trade barriers In foreign 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
prohibited by law in the United States are often condoned In soine foreign
countries.

The incidence of such barriers varies widely from country to country with
respect to steel mill products. In general, the industrialized nations are freer
from such barriers than are the developing countries. Nevertheless, many in-
dustrialized countries have effective devices for limiting imports. For example,
Japan still has sftnd-by import licenses and foreign exchange controls which
hnve been Invoked from time to time to curb imports. In Western Europe, the
widespread use of transactions or equalization taxes drastically affects the com-
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petitive position of countries, like the Untted States, which depend less on such
indirect taxes on sales and more on direct taxes on personal and corporate net
Income. Present European practice is to levy such taxes on Imports Und to
rebate them on exports.

IMPACT OF IIFFEBENCES IN NATIONAl. TAX SYSTEMS ON INrERNATIONAIL TRADE

Unbte<l States revenue comes primarily from direct taxation of intone and
property (approximately 80%), which are basically levies on production, and
secmdarily from. indirect federal excise and state sales taxes (approximately
20%), which are basically levies on consumption. Conversely, European coun-
tries and Japan depend primarily on indirect taxes (ranging from approximately
70% in the Netherlands to about 50co in France) and secondarily on direct forms
of taxation (30%-t0%).

Current dotrine of the General Agreement on Tariff and Traule (GATT)
permits the rebating of indireet taxes by an exporting country, but prohibits
either the remission of direct taxes or the Imposition by an Importing country
of e(mnalization taxes to compensatie for direct tax burdens assumed by domestic
l)roducers.

It may be argued that assessment of border taxes abroad does not place
American exporters at a competitive disadvantage since foreign producers m1ut
also pay transaction taxes on their domestic sales as poet of their internal tax
liability. It should be noted, however, that the price of American expoets in-
eludes the full United Sintaes business tax liability. On the other hand, imports
into the United States from such European countries are exempted from part of
their domestic liability and additionally assume no United States tax liability
beyond customs duties, except perhaps excise taxes in rare Cases. Thus our
exports are taxed twice, while imports into the United States from many
European countries do not even bear their share of their national tax liability.

It should be recognized that even if our exports to Europe were to be re-
bated domstle taxes the equivalent of European 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 value. The Eurolean practice of levying
tariffs on C.I.F. valuations, and then levying domestic border taxes on top of the
duty-added C.I.F. valuation, results in a pyramiding tariff-tax system which
places U.S. exports at a substantial cost disadvantage when competing in
European markets.

Finally, differences in national tax systems adversely affect United States
costs in "third-country" markets such as Latin America. It is 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 Canadian exports from their own inn-
tional transactions or sales taxes compared to the fully-taxed status of United
States exports is an obviously inequitable situation.

The following two illustrations are typical of the impact of European
border taxes on the cost of entry of American steel into French and West
German markets.

Cold rolled sheets coning from France to the United States pay ocean
freight, tariff and wharfage charges amounting to $42.00 per tol. 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.S. 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 freight and Import 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.S. to West Germany, ocean freight, import duty and indirect
tax at entry amount to $52.28-a difference of over $80 per ton.

Another non-tariff trade barrier is national preference purchasing. Although
In the United States the so-called Buy American Act was created to guide 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.
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A two-volulie report on tile national prefere(.e purchasiig policies of foreign
governinenits, prepared by Joseph W. liarlow, as.woea ted with Cravath, Swalne

id loore of New York City, was introduced into the Congressional Record
beginilg April 27, :1065. The report substhaltiites the fact that major world
tradig couiit ries, stch its Japaii, Fraice. lelglin aid Italy. favor their do-
mestic colicerls to the exclusi of IU.S. products. Excerpts from the Marlow
report are included iII ildI 8.

III tunly, with resist to iioii-tilff trade Irriers. Iilted St ates pro-
ducers are significanitly affected by the impact of barriers erecled by other nit-
tisi.I II the case of Uniled States smiles to these countries. III ('oiplt it loll with
ibir products iII "third country" narlwts and iII competitl i wtiih ittiports

front lose eoulitries in the I Tliteol States olit0st ic ma rl.
Although border taxes of industrialized int ions iave occulded a iiromhaient

p0s1thlo I iis stateilllit. otier types of iot-tall' i 1rale harrier, I ikewose
operate effectively to lesseni tile conilielitive ability of United States tills iI
world markets. in this conectlin. priniilpal trade deterrents conislt of import
licensing aid forelgni exehtange Coitols iII Jatpan. 2111d tile exisl ence of those
same barriers, iII addition to surehanges on tariffs, itn i large number of hlie
developing couit ries.

EXImItIuT 1

ILLUSTRATIvIE LiST OF NoN-TAwr ili TRADE ]1AItltlEitS, As CoMiiI.I BY TillE, TJ.S.
DEPARTMENT OF (OMMI,:ItCE

The following is an illustrative list of trade regulations and l)ractictes which
may be so drawn or administered as to have a restrictive effect on thlie sale of
U.S. goods abroad, and should be considered its iotn-tariff trade barriers.
A. Customs Law:

(1) legulatiios goveriiig the right, to Iiport..
(2) Valuation find ippraisenmnt of Iported goods.
(3) Classilleat ion of goods for customs purposes.
(4) Marking, labeling, and packaging requirements.
(5) Docuntmntary requirements (including consular Invoices).
(6) Measures to counteract dlisrul)tive marketing practices; e.g., aniti-

dumping and countervailing duties.
(7) Penalties (for example, fees charged for mistakes oil docuilients).
(8) Fees assessed at customs to cover cost of processing (handlitig)

goods.
(9) Administrative exemptiois (for example, administrative authority

to permit duty-free entry of goods for certain purIx)ses).
(10) Treatment of samples and advertising material.
(11) Prohibited and restricted Imports.
(12) Administration of customs law provisions (delay In processing goods,

inadequate or delayed publication of customs informal hol).
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 Iml)ort

restrictions, licensing fees, prior delosit requirements, Import sur-
charges, credit controls on Import transactions, multiple exchange
rates).

(3) Restrlctiois Iiposed to protect Individual Industries (including
measures to protect infant industries).

(4) Taxes applied to imports to comnpen4ate for Indirect taxes borne by
comparable domestic goods (1European turnover taxes).

(5) Restrietios applied for national security reasons (other than under
Customs Law).

(0) State trading (or the operation of enterprises granted exclusive or
special Import privileges).

,(7) Sanitary regulations (other than under Customs Law).
(8) Food, drug, cosmetic, and l)haraaceutical regulations.
(9) Patent, trademark and copyright regulations.

(10) Shipping and insurance regulations.
C. Other legislative and administrative trade barriers

(1) (Gsovernment 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.
(b) Specitflcations, standards, and safety requirements affec,-ting

such products as electrical equipment, machinery and auto-
mobiles.

(o) Internal taxes that bear more heavily on U.S. goods than
on domest ic products (for exaniple, automobile taxes In Eu-
ropel based on horsepower rating).

(4) Restrictions on advertising of goods.
(5) Restrictions on display of goods at trade fairs and exhibitions.

Exiiilwr 2

]1OnIn1,Il TAXES IN EITROPIEAN E ONOMIC COMMUNITYY COUNTIES S

lelgium: Transmission tax of 7 to 11) percent of ,tie duty.pald value of all
Imports from whatever source. Almost all items take the 7 percent rate; few
lake a 13 Perent rate (mainly certain categories of tubes, railway and construe-
tion material aild some specIal purpose items).

France: Sales tax of 25 lsrcent ad valoren on CIF duty-pail value find a Cus-
tows stamp tax of 0.2 percent ad valorem based on total customs Carges.

West Germany: Turnover equalization tax of 0 to 8 percent on tile duty-paid
value.

Italy: General sales tax of 4.0 percent on all Items. There Is also a comlpen-
sat ory imlort tax of 4.8 percent on all Items except on tubes and pijp. (SITC
Nos. (178.2 and 678.3) for which th rate Is 6.5 percent, based on the CIF duty-
paid value, )lus on 0.5 percent administrative tax on lhe value after the fore-
going taxes have been applied.

Luxemlxurg: Import tax of 3 percent of the duty-paid value of all Imports
from whatever source. Also, there Is a turnover tax of 3.09 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 5 to 1) percent range, with only a
few sub-Items (mainly certain categories of tubes and railway construction ma-
terial) taking the higher rate.

NOTE.-Bor(ler taxes are also Imposed by many countries outside of the Euro-
pean Economic Community, In Europe, Africa, Latin America, and Asia, Includ-
Ing: Austria, Egypt, Greece, Iran, Philippines, and Sweden.

ExIiinIiT 3

NATIONAL PREFERENCE PURCIIASINO POLIC:F OF FOREIGN GOVERNMENTS IN Til1
AWARDING OF PUIIIIC CONTRACTS

The following excerpts are taken from a two-volonme report by Joseph W. Mar-
low" which was Introduced in the Congressional Record, beginning April 27, 1965,
by Congressman Joh:) P. Saylor of Pennsylvania.'

JAPAN

The fundamental principle of Japanese Government procurement is competitive
telering with public advertisement, but many exceptions have been provided
for In laws and orders l)ursuant 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 S91pteniber 25,
1963 (published in the Oflicial 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 1940) to provide additionally as follows
(unofficial translation from Japanese):

1 Printed In Congressional Records of April 27, 28, 29, May 3, 4, 0, 10, and 11, 1905.
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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 paragraph, 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 contracts 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 Beige, 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 contract conditions (Moniteur Belge, Oct. 17, 1964).

The 1963 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-
pliers are the only ones permitted ,to submit bids and to attend the opening
thereof.

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 use(!
only in the 12 cases specified in the law, which include contracts that must be
concluded abroad by reason of their nature or their special conditions.

In the case of general or restricted public tendering 'the Minister concerned
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-
pldte discretion to accept the bid which he deems the most advantageous (la
plus interessante) according to objective criteria set out in the law. Moreover,
in either case the Minister concerned may decide not to conclude a contract and
may order that the procedure be repeated, even in a different manner, If nec-
es3ary.

The law thus affords ample basis for the exercise of administrative discretion
in favor of Belgian nationals and Belgian firms.

FRANOE

French Government contracts are generally governed by the Public Contracts
Code established' by the Public ContVadts, Code established by Decree No. 64-729
of July 17, 1964 (Journal Officiel, July 21, 1964, p. 6438), whic'1 is for the most
part a 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 'Ads (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 a 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 financial 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
contracting authority to exclude bidders whom it regards as presenting insuffi-
cient moral, financial or technical qualifications.

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
(la 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 to 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 is 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 lay 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 G.zetta Uffielale (Official Gazette) of the Republic.

(2) Selective tender (iiticazione privata) -private invitations to tender are
issued to 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 Ufficiale, 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 To SUPPLY TIE REQUIREMENTS OF THE
STEEL 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
portray imports as some kind of windfall. A look at the true situation might
be 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 more steel than was
used last year and more than is forecast to be consumed in 1960.

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 HARTKE. 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. RocHe. We certainly are, Senator, and we are looking forward
to the opportunity.

Senator HARTKE. In other words, you are not asking for any special
advantages.

Mr. RocHe. No.
Senator HARTitE. All you want to do is to have free trade really

mean what it says; that is, free trade, and not free trade on one side
and restrictions on the other.

Mr. RociE. Precisely.
Senator HARTKE. 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. ROCHE. 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
licenses 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
steel producer, 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.

Here'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.

There are a great number of practices that are going on all over
the world, particularly in steel-producing countries, to see to it ttat
even though the tariff may be pointed to as being lower than the U.S.
tariff or equal to a tariff 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
very carefully.

senator -IAUR * E. 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 might point out that two items which are of special interest to
me in my home State of Indiana. '7 ' demonstrate again that we are
interested in international trade, tie 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 closed 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. RociE. Precisely.
Senator HARTKE. On page 6 again I note you point out, this is

page 6 of your printed statement rather than your summary state-
ment-

Mr. RociE. Yes.
Senator HARTKE. You say:
For example, in 1965 an alarming rise in imports occurred in the 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 doorstep of what I consider to be prob-
ably the greatest steel-producing area of the world.

Mr. ROCHe. Right.
Senator HARTKE. Are they still able to produce keeping their prices

below you and still be competitive there?
Mr. ROCHE. The importer, they certainly are, and they are doing it.
Senator HARTKE. They are doing it.
Mr. ROCHE. Yes.
Senator HARTlE. They are taking away your markets right at our

doorstep.
Mr. RocHE. 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 proportionate 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 area
and the Chicago area and Indiana and the whole Middle West belt of
the country.

Senator HARTKE. 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
lost.

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
today. What we have is full employment of skilled personnel. 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 opportunity
for 180,000 jobs, and thereby provide 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 programs, 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 many 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 is a problem
concerning 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. Rocim. Right.
Senator HARTHE. 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 wilf start
paying taxes and live better.

Now, this is exactly why I am concerned about getting into this im-
port problem now.

Mr. Rociim. Yes.
Senator -ArrEE. 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. RocmE. Yes. Your point is very well taken, Senator.
Senator HARTxE. 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 CanadiaL 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. Rocium. Precisely.
Senator HArTHE. 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 surprising, 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-
dustry abruptly pulled out of, they say, Senator Hartke's hearings in
March.

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 is all 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. ROCne. Well, all I can say is Senator that sometimes people
talk about us unfairly and without having all the facts, just as they
do about you.

Senator HAirxE. 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. RocHE. Thank you, sir.
Senator HARK. 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' AssoCrATioN', BY J. A.
MOGLE, CILAIRMAN, TARIFF COMMITTEE

Gentlemen, first, on behalf of the group I represent, I should like to thank you
for the opportunity to testify at this hearing. Secondly, I should like to compli-
ment you for you- foresight and, especially Senator Hartke for his perserverance,

64-887--6----19
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in hrraaging this hearing on a subject so important to one of Anerlca's vit~fl
industries.Now I should like to brief Introduce to you the ile & Specialty Wire MIniu-

facturers' Association. This organization Is Whiltu is cOllilionly knownl Its a
trade association with its membership composed of nmany, blt not all, of tho
inantifacttirers of tine steel wire. However, our .18 nwi etbir companies act-ount
for approximately 75% of tht tint, aid spieclailty wire prodiiceed in the United
States. lIt this membership are both large inlegrated sltel colllmlies and
relatively smiAll specialty companies. Attached to the written version of this
presentation Is a list, of our neinbier companhs , liut. unless you request It, I shall
not take the thne to read it now.

The manufacturing facilities of these 18 neniber conipnilncs are located in:

16 states : Alaibamaa, California, Colorado, (Conimnectlhut, lorin, lilnots, Indiaia,
Kentucky, Matsthuset ts, Michigan, Mlsswoli, New , erty, New York, Ohio,
Pennsylvania, find Texas.

Wire is pro(dluced front hot rolled wire rods by a series of cold reduction
priwessrts on so-called wiredrihing iichiios. 'rie purpose Is to reduce the
size of this steel fIlhinlent to at spcillhd diiimeter, iliirov'e its surface condition,
And il.sing 'iIlliiillnt hs of (.1ltli1hi 111111ii'iS of tie stetl with varh11is wire-
drinig practices, to create meliai'in l aind hysieil properties which ire
inlhuae in line wire ias ia steel fori. Most, of our iuelnbers buy the hot rolled
rods froin the steel mills.
SThe leran "flne wire" refers to the dianieter or size of steel wire ind is generally

accepted to Include wires sililer tlliln !i' ,.04125') lin litimeter. ihe terin
"5i)ecialty wire" applies more to tie end use of the wire and is ielnt to inchldc'
wires iaantifiail iurer for slpelift iaitn iteid itlilihtihls . 1lpecialty wires are,

iornilly, bail not ieessi irIly, fil( wlres as well, Just it few of these very
specliit steel lirodnets are:

Bobby ile Wire Rivet WIre
Box Binding Wi're Hope W! re
Cotter Pill Wire Spring Wire
Bose Reinforcing Wire Tire Bead Wire
Mattress Wire 1' rest dressed Conrete Wire
reformedd Staple Wir'e Welding Wire

h'ractically every appliaice or iilchile coint ainiig niovable pitarts tists specialty
wlre, round or hlat, for springs, ftsleners, Or sOan' Other port ant conlonent.
Such steel wire is also vital for military uhses such as 1 o0iiliiunlli(tIons equliiieuit,
vehicles, rlfles, aircraft and iu issiles.

Although the doiest ic market for flie find specialty wires has increased very
substantially since 11511, the largest sliire of this growli ias been supplied by
imported wire and iactUial dnnestleic proim(lln of all drawn vteel wire has de-
''lined during this lwriod. Imports hllve increased nearly 4(01% In tie samno
period. Several circumstances exliln this paradox. Wige rates in foreign
countries are lower than in the United States. Tariff duties on wire t9'1i% gen-
erkllly) coning into the Itnited IStaites are tiae lowest we know of anywhere in
the world. Foreign production fiities were greatly iidernized following
World War II largely with assistance froaa the hilted States. Continued iod-
ernization of tlte falIlities Is possible ecimse of more favorable tax seliedules
in many foreign countries than in the United States. Again, in several other

industrial nations, preniluias or rebates i one forin or another are paid by the
government to manufacturers who export their products. This is, of colrsp,
a great help to the balance of payinlaits of these nations.

In other words, many factors haive contributed to the tremendous growth
of importtid fine and specialty wires, but basically they are 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
labor content sell at relatively higher prices than low labor content products.
The combination of the opportunity for foreign producers to employ more man-
hours of their low priced labor and at the same time to help their nation to a
greater share of United States dollars In foreign trade, certainly makes fine
and specialty wires it favorite target for shipment to tlae American market. You
might be interested to. know that the production of hot rolled steel wire rods"
the raw material from which line wires are made, rellulres 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 specialty wires. A
very special item such as 0.006," coated rope wire, which is used In aircraft
control cables, has a labor content of 181 man-hours per ton.
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Thui~s, th1e4 Very ilattirt of htitId M15M'itilty wire iititkts It e'speiallly siiseejptible

of tilie loss of' loishmms to) Imports. Nearly every oil' oif our inemilitrs has) hild
tit dlrop licei8'ivh prodtsttt fromi hIs mailes li1t i5't'i 1184 11(t eli 11110. voltillet(w with
foreign Nvlre which Is oibviouisly "dulivdllt" rigit, Iit Illis lllckytirdN. Most (If our
members have data lit their iles tliclatig tHaM. wire Is bhiig I'dumpeI"-thitt
Is. mob! it( it iowver jirtet' lit thll, Mitled SialN- t sIhin lit th lit' 11vW outitry of the'
prl(itivetr. Hoitwe'ver, prsilrttt t Ij-tlInii)tg rt'gIttIla 1 ittiart' 84) ('O0i11l)10X thlat We
Ilr 1111bi ittii'tot tikke anly ict lost ut 11111 j .1st, try to I lye witlit this adilltte1ly
mifa ir cmuittit ton. 'T'e Itncrtasiiigy tit totat list Ie f'eiig lit other ('omiltries)
li11s t'rtitt't ol. tiiit't atlv V~~tXIMIi' 1CS ias I I IMP h'Wirtes 1111d1 lidded tO thle seem~ll

iIitttt ard 1( iii o self C ilt't'5 tmlVt li. 'ITodaty's Iiiaritg Is 4)14 ie of it(' motst ('itouragligg
thiligs Wvt' 11ltVt se'st1 li1 a lon~g Whlile, amid out,1 Asts'n ialt and each tot Its iti-

vititut i nioessirs Is most atlllrittt i- oe (CIt'e litterest you getit let'i aire mhowiing

It Is illy 111oloistaitidilig 0 Iti11. It. Is imti ytour iI t tul geitral' t iny slKNml('
h'-gisltl f ti romt Itis ht'strltig hItl)u( ht'rk~l to II tIiglktVt I lit' 0111 Wtnuie~ell ielig
oft I lit' si el industry its rlaOted to inilt . F'urt her, I bt'lieve tile results of
t his lIwvestigtttm 141a0re to Ili' avit htle whi'i Cmitgrtss coilt'drs thel Trutd' Ux-

jliti1oi Act, Ii 19)67. 1 wtisld asstuit also ht I itforittlost from this littrig
will he a vIi tlllit' wheit etiiisilit'Iut111 1.4 i givui1 1t 4) I tciJutittIltg i)ilis ats IL 1.9.1131,
.4. 2022., IItR. 85011, uiid others.

So, I 5144W wtuth' like to) Iiit tit( p elrilttillstl plilt our assoviat 14)1 feelm should
llt' sl rtsstl hit Al fuaire lciiislatou which Is it hed lt viu'teetig tiie nufiiiit
adtiattgt l,,;..rt s Itti yeover Iut y othtitst Ita 113 prouhtied llrodli(ts. ItetuR
muchltas tour flut' mtid spteialty wire bhig Igh lit lbotr cojilent mid thbus rlaively
high viti I n temts, are nitel more subtjtect to foreigit t'omtititlll. Thttrefore,
41t0 ht'r'P is Ily i1111111 1)01tt, eunji t'strietils 14jtlti ol n a prts should be based
(51. value~ 111iitlopm, ratht't thieif the~ comimottlyI uised t~I)5(g4 buis. A limitation
ott til It~Ulilutgt of wire wichl could he( SllK'l, itito the United States
would Jutst naturally force tMe foreign p~rodlucer to concentrate on thle higher
jirleeti it'tusN, W11i0h itr the Iltie uuid livteliily wire, Iy doig this lie could
Inert'ttst Is salt's i)ths elajloyeitt't ))ut still st ay within at limit ation based on
tonmuiie. This would thttou rt'silt, lit less uin-hours for Americait labor inl it
greater ottIlow ofC dolla11rs. Ani t''tii miore' utiftrirt situatlin would ve(rtaluly
follow if, for iiistan1ce, thle toitiaig(' litdtalt in were ade onl a very broad basis
b~y grouiiitg till wilre tog'tlter with hot rolled wire rods-or evenl worse, just
at commonit~ termu "till steel". I am sure you can easily visualize the approach
it foreIgni iprtilter wtuld quichkly' take. Hheltr tltst shipl thtt hot. rollkd wire
rods which lie had bteili shlillig lit large tointsgts ait p~rices of $100) to $130o per
tl. )Ie would gladly conent ralt' is efforts onl tinte wire Itemts ie(, could sell at

$280) to $l,800) lx'r ton. Ile wou)ild, I am sure, be' qite willing to install new
eqiipitlot. to produce Itemis lie wvits not already suakihig.

It ('4111( wellw it ii etipliig btlow to Aiteriia's line mid( silecialty wire industry
wvltieh Is a vital patrt (If this maiton's iumitrial mid defensive utiglit.

H o, oliv(e( Igainl, gt'eienv. I Itmplore youi to keep this distinction In mind.
T~initatimii ott thie itliortm of high labor ('oitelit Items such as titte and specialty
steel w~ire' MUST' hie based o)i1 dollar value rallier than tonnage.

Tltimit y'to for your ittltntiti. I should he litppy to aittemplt to answer
qti('stionis you might have.

1"INIO ANDI 8111MIALTY WIRE1~ MAN11FAClTIMRt' ASHOVIAION'14 11KtIIctvUtMlUl LIST

Artteo Steel Corp., Steel Division,
7000 Rloberts,

utustsm City, Mlo., &1125.
Atlantic Wire Co.,

Jlranfordl, Coi., 0M1M.
Chlicago Steel & Wire Co.,

102117 Torrence Avenue,
Chicago, Ill., 00017.

The Colorado Fuel & Tron Corp.,
4140 South Broad Street,
Trenton, N.J., 08011.

Continental Steel Corp.,
Post Office Box 744,
Kokoino, Ind., 40001.
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Enterprise Wire Co.,
2842 Vermont Street,
Blue Island, IU., 6040.

Indiana Steel & Wire Co., Inc.,
Muncie, Ind., 47305.

Johnson Steel & Wire Co., Inc.
53 Wiser Avenue,
Worcester, Mass., 01601.

Keystone Steel & Wire Co.,
Peoria, Ill., 01007.

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,

RPost Office Box 118,
Pittsburgh, Pa., 15230.

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, Ill., 009.

General Counsel's Office,
Lee, Toomey & Kent, Ring Building,
1200 18th Street, NW.,
Washington, D.C., 20086.

Secretary's Office,
Room 210,
839 Seventeenth Street, NW.,
Washington, D.C., 20008.

STATEMENT Or W. D. PEACE, VICE PREsWENT, NATONaL STANDARD CO.,
NzxES, MIC.

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 specialty 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 basic 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 also 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 detail. 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 Amer-
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 TARIFFS

The term "reverse tariff" which we have developed, refers to tax pracdce
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 needed 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 manufacture.
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 seems 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 examphs:
I. England gives 3% 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 d tax and again the same policy applies.
On exports by a French concern, Oh e 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 ,f 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 same 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 only to pay our 81/2%
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 defeat all anti-

dumping laws. Employers in the manufacturing industry are to Imy the British
Government $3.50 pei employee 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 tax refund&

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.

STATEMENT OF THE HANNA FURNACE ORP. BEFORE THE SENATE FINANCE
SuBcoM MITTEE

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
-industry In' the country. It .'goes back, to; colonial days when small, stone
.furnaces produced iron for the pots and -pans of the early households. The
-industry grew along with the country as was req'Ured .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 Peninsula of Michigan;- today there are
.none. As technology Improved, as better raw materials were discovered, and
,better means of transportAtion ilevised,ithe 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 etluipment and product they
make. The amount of pig iron use(l 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:

Domestic Imports Percent
Year shipments (net tons) imports

(net tons)

1956 ----------------------------------------------------------- 7,893, 335 326,701 4.1
1957 -------------------------------------------.-------------- 6,567,673 225,386 3.4
1958 ----------------------------------------------------------- 4,079,255 209,708 5.1
1959 ---------------------------------------------------------- 5,398,006 701,775 13.0
A60 -----------... .. .. .. ..------------------------------------ 4,005,074 330, 840 8.2
1961 ---------------------------------------------------------- 3, 887,081 377,180 9. 7
1962 ---------------------------------------------.---------- 3,206,493 498, 020 15. 5
1963 --------------------------------.------------------------- 3,182,117 645 338 20.3
1964 --------------------------------------------------------- 3,706, 729 736480 19.9
1965 --------------------.----------------------------------- 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 a comparison of imports to pig Iron exports to show the trend In
the balance of trade in this commodity:

Year Exports Percent of
imports

1956 ------------------------------------------------------------------------- 267,175 81.8
1957 ------------------------------------------------------------------------- 879,654 390.0
1958 ......................................................................... 103,115 49.2
1959 ---------------------------- ---------------------------- ------------ 10,437 1.5
1960 ......................................................................... 111,770 33.6
1961 ......................................................................... 426,683 113.1
1962 ......................................................................... 154,380 31.0

.163 ............................................................ 70,154 10.9
1964 ......................................................... 176,056 23.9
1965 ..... --- ......... -............................................. 28,180 3.2

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 countries,
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 1960, 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 cases 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 bloc 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 tariff on imported iron from the free world is 20 cents per ton, or about
.3% 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 11%
of value. The Common Market producers also have a discount clause in their
sales contracts that very effectively precludes any importing of pig iron.

The 882,090 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 1075, 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
American 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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Meroluant pig iron e&pments 1965

(Net tons)

Now Middle East North All others Export Total
England Atlantic Central

Total shipments.............. 135, 703,100 1,104,900 924,600 24,300 3,8, 800
Less hot metal to mold plants. 0 210,000 731,000 0 0 941,000

Total merchant iron .... 135,900 493,100 1,373,900 924,600 2d,300 2,951,800

Import custom, districts:
Rhode Island ------------- 6,196 ---------------------.------------ --------- -----------
New York -------------------- ---- 416 ................................................
Pbladelpha ------------- ------ 169,158 -....... -------- ------------.------------

St. Lawrence ------------------------- 612 ..................................................
Buffalo ------------------------------- 136 ...............................................
Wisconsin --------------------------------------- 9,510 .....................................
M ichigan --------------.------------------------ 327,139 ......................................
Chicago -----------------.------------ ------------ 48,273............................
Ohio --------------------------------- ------------ 80,187 ------------ T--- " ------
Others -----------------.------------ ------------------------ 231,066 ........................

Total imports ----------- 9,593 170,322 471,109 231,066 0 882,090

Total shipments ig
Iron (excluding hot
meta)) ................ 145,493 663,422 1,845,009 1,155,866 24,300 ,833,890

Percent of imports ------------ 6.6 25.7 26.5 20.0 0 23.0

Source: A.I.S.I. Imports, A.I.S.I. 14-I.

Pig iron imports

[Net tons]

From 1965 1964 1963 1962

Canada --------------------------------- 485,085 395, 205 387,453 384,240
Brazil -------------------------------- -- 73,537 67,901 ............................
Australia ------------------------------------ 800 352 22,996 4,216
South Africa ---------------------------------- 12,868 68,620 76,697 5,0'.
Sweden --------------------------------------- 11, 203 9,969 10,147 1,416
West Germany ------------------------------- 64,220 51,411 77,176 56,341
Belgium-Luxembourg -------------------------- 2,065 ............... ...................
Italy ------------------------------------------ 68.................
Finland --------------------------------------- 6 6,421 73,004 1;123 ii1
East Germany -------------------------------- 82,289 57,182 ....... ... ...........
SPan and Portugal --------------------------- 42 085 12,735 45,161 42,416
U..S.R -------------------------------------- 34,188 .........................................
Netherlands ---------------------------------------------------------- 10,25. . 0
Norway ----------------------------------.... 666 101 3,318 3,8
United Kingdom ------------------------- --.... 6, 5=5 . . 8 94

Total --------------------------------- 882,90 76, 480 645, 38 498,020

Total Total
t tone Itet tons

1961 ----------------- 877,180 1957 ------------------------ 225,886
1960 --------------------------- 830, 847 1950 --------------------------- 826, 701
1959 --------------------------- 701, 775 1955 --------------------------- 288, 558
1958 --------------------------- 209,708

Source: AI.S.I Imports.
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Meroen t-pig. ironipmenls 1964

(Net tons]

New Middle East North AD Export Total
England Atlantic , Central. others

,Total shipments -------------- 131,000 667, 900 1, 888, 000 831,200 169,600 3,687,800
Less hot metal to mold plants. 0 160,000 756, 000 0 0 916,000

Totalmerchantiron .... 131,000 507,900 1,132,000 831,200 169,600 .2,771,800

Import custom, districts:
Rhode Island ------------- 7,225 -.------------ -------------------------------
Philadelphia ------------ ------------ 137,609 ...................................
Buffalo ----------------- ------------ 742 ------- .........
Wisconsin --------------------------------------- 87
Michigan --------------------------- - ---- -240, 656

Chicago ----------------------------- ------------ 49,511----------------- ------------
Ohio ---------------------.------------ ------------ 55,791 "" --------"
Others ----------------- ------------ ------------------------ 241,183......

Total imports ----------- 7,255 138,351 349,691 241,183 0 786,480,

Total shipments pig iron (ex-
cluding hot metal) ---------- 138,355 646,211 1,481,691 1,072,383 169,600 3,508,280,

Percent of imports ------------ 5.2 1.4 23.6 22.5 0 21.0-

Source: A.I.S.I; imports, A.I.S.I. 14-I.

U.S. iron and ateel casting production, 8hipments of merchant pig iron and
imported pig iron

[Thousands of short tons]

Total Total Total iron Percent of
Year merchant imported Total . and steel pig Iron to

pig iron pig iron pig iron castings iron and
steel castings

1955 ----------------------------- 7, 553 284 7,837 17, 473 - 44.8
1956 ----------------------------- 7,893 328 8,221 16,744 49.1
1957 ---------------------------- 6, 568 225 6, 793 15,294 44.4
1958 ----------------------------- 4,079 210 4,289 12,139 35.3
1959 ----------------------------- 5, 398 .702 6,100 14, 637 41.7
1960 ---------------------------- 4,005 '331 4,336 13,807 31.4
1961 ---- ------------------------- 3,887 377 4,264 12,764 33.4
1962 ------------------------- -. - 3,206 498 3,704 13,844 26.8
1963 .......... I - - ........---.... 3,182 645 3,827 15,201 25.2
1964 .................. , _ . . 3, 707 .736 4,443 17,152 25.9
1965 .......... --------- 3,892 882 -4,774 -19,000 25.1
1970 -------------- ..-----------.---------------------------- 15,000 220,000 125.0
1975 --------------- - ------------ -------------- ----5,500 222,700 125.t)

I Estimated.
I Estimated U.S.- Department of Commerce BDSA.
Soutde: AISI imports; AISI 108; U.S. Bureau of Mines; U.S. Bureau of Census.



STEEL rePORTS 205

Oornparativ6 pirioe8 of domeetido pg iron *a~d' foreign (imtpbrted) iron8 bei"~
8olZ in the U.S. eastern area

Domestic Foreign Price Country
price price differential of source

Paterson, N.J ------------------------------- $70.03 $63.00 $7.03 Spain.
East Orange, N.J --------------------------- 70.53 57.00 13.53 Do.
Cranston, R ----------------------------- 74.38 62.38 12.00 Do.
Battle Creek, Mich -------------------------- 72.55 63.55 9.00 Scandinavia.
Detroit, Mich ------------------------------- 67.81 61.00 6.81 Do.
Charlotte Mich --------------------------- 72.55 63.55 9.00 Do.
Camden, N.----------------------------70.37 55.00 15.37 Spain.
Bridgeton, N.J ------------------------------ 69.06 55.00 14.06 Do.

uakertown, Pa ----------------------------- 65.61 55.00 10.61 Do.
hester, Pa --------------------------------- 65.18 47.00 18.18 Do.

Homestead, Pa ------------------------------ 68.18 56.00 12.18 Scandinavia.
Hyde Park, Pa ------------------------------ 67.54 66.00 11.54 Do.
Elmira, N.Y -------------------------------- 72.50 65.60 7.00 Australia.
Hailstead, Pa ------------------------------- 77.25 64.75 12.52 Scandinavia.
Syracuse, N.Y ------------------------------ 71.65 64.90 6.75 'Australia,
Sracuse, N.Y ------------------------------ 74.65 66.90 7.75 Scandinavia.
Utica, N.Y --------------------------------- 6. 78 64.28 4. 50 Spain.
Watertown, N.Y ----------------------------- 78.59 67.75 10.84 Scandinavia.
Tailmadge, Ohio ----------------------------- 67.15 60.75 6. 40 Do.
Barberton, Ohio ----------------------------- 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 industrywide asso-
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.
l' I Mi'inot going to read' by entire statement, Mr. Chairnian.' I will

summarize and presertt simply the 'highlights.
* Senator HARTKE. That is fine. 'However, your entire statement will

appear as though it were read.' You summarize such portions as ybU
care t ., .

Mr.: STEWAiT. Thank you, Mr.. Chairman."
Ma isay that the res"6nsib.ility for the data presented by the coun-

cil, of 'course, is solely that'of the counciL.
We have'created a data :resource with the aid if members of,'the

Econoiic Department of Georgetown University,' in wh 0h, foi' m
if Anterica's' maniiifacturirig industries for the perid 1958 through

1964. and 1965 for imports, we were able to co-f, late employment, )ut:
pit, age', hhd f reign aids6that the trends in.each can be compared.
'The Jparticular 'vdruq of' ohir analysis is that we chn rate or rank

,I
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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 Govermnent properly has de-
voted a great deal of attention to attempting to control or regulate
imports m other manufacturing areas. Cotton textiles is an example.
It is 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 judgent as to
whether the steel industry is receiving the same kind and quality of
effort by the executive department of the Government as other basic
American industries.

If I may ask you to turn, first, to page 3 of our statement at the bot-
tom of the page 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 inyour resolution, and I think our data corroborate most
strongly your figure.

If you will look at page 5, the first column of the data entitled
"331,.--F lasi Furnace, Steel Mill and Electrometallurgical Products,"
this is the bpsic 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 imports on a c.i.f. basis were
$232.9 million. Exports that year were $494.4 million for a favorable
balance of trade of about $261.5 million.

Now, look at 1965. Imports were $1,430 million on a c.i.f. basis.
Exports show not available. That is the meaning four symbol 0.0
or 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 e..ports 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 page 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.

You will notice that from 1958 to 1963 under domestic shipments,
shipments grew 41.8 percent.

Now, 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 front 1958 to 1963, as you can see, declined by 18.5
percent.

The tables which follow on the remaining pages up until page num-
ber 12 present 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 3312, 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 mull products, was there a lower gross earnings to shipment
rntio.

The earnings rate of the basic steel industry is lower than that of
all other 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. I

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 ow it is apparel. Apparel items are also subject
to regulation :through the long-term cotton textile arrangement, and
properly so regulated, but apparel, apart from that quota system, has
an average ad valorem equivalent level of duties of 80.6 percent.

Here we have a situation where basic steel, with an earnings 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 recipient*
of a proper amount of considerable attention to regulate the ratd of
increase in imports, and no attention is being devoted to that in the
case of steel.

Now, if you will turn finally to page 16, Senator, in our data bank,
we have the complete data for 188 of America's manufacturing indus-
tries at the four digit level of detail.

Now, we are able to take the importanteoonomic characteristics and
to rank each industry's position "i the deck of 183.

Senator HAI. What page are you on?

297



STEW IMPORTS

, Mr. STWAWJ., I am not on any page. I am going to refer in a
moment to the table on page 15.

Senator HAWEN. I thought you said 18.
Mr. STwwAnT. I am giving you some background.
Senator HARRME. I was going to say I stopped at 17.
Mr. STwAlrT. I am sorry if I misspoke myself.
Senator HAirIxK. Go ahead.
Mr. ST WART. Consider this, consider the level of duties. If you

take 183 industries and you rank them from 1 to 183, with the num-
br 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 ior a moment, because it, is very significant.
The first economic characteristic, production worker to total payroll
is the ratio of blue-colbu' 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.

You personally are familiar with what is being done for cotton
fabrics and apparel. Senator Muskie is leading a very considerable
effort, 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 center, or than radio and TV receiving sets. it 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 the traAe 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 immediately be-
low, and radio which was immediately above 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
year to supply their workers with machines and automated devices
for 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 measured 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.
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Now, the Japanese have voluntarily imposed export'controls on,
radios. ,The Government has imposed import controls on cotton,
and apparel.- * very, considerable effort is being devoted'to 'the sub-
ject of footwear. Nothing, with the exception of your effort, Sena-t
tor is being applied in behalf of basic steel
. 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 broad-woven fabrics and leather footwear rank
higher in the blue collar ratio than basic steel; significantly, steel has
a higher' 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, 1964-65.

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
it alongside of apparel and radio and TV sets where imports from the
low-wage countries of Asia have seriously disrupted the American
market.

4. Steel ranks lowest of all the industries in the negative percent
change in its trade balance, meaning that it has slipped the worst of
any of these classic examples of import-disrupted, labor-intenisivo
industries.

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.

T. Basic steel ranks lowest of all of these industries when judged
by the level of ad valorem equivalent import duties applicable to its
products.

These data strongly indicate that action on behalf of the steel in-
dustry in relation to import regulation is urgent and long overdue.
By tis table the situation' of the steel industry is clearly revealed:
earnings are heJd at a depressed. level, as serious or more serious than,
thif -6f the er Atneircuii'- most seriously affected import-sentitive
industries; it is a labor intensive and thu 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 tban the other in-
dustries; and it has the lowest level of. duties.

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 . . , I
. May I say, Senator, that when imports of cotton textiles reached 6'
percent of the domestic market,. the Gevernment, under the leadership
4f President Kennedy, adopted a seven-point program for the achieve-
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moent 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 increase. 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. The 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 ability 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-
portance in the area of the Nation's continuing balance-of-payments
deficit. 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 as an
an important element in the -otal balance-of-payments picture.

Mr. Chairman, we trust that our data, will help illuminate and define
the gravity of th e steel import problem. Indied, 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
appropriate 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 or EUGENE L. STEwART, ESQ., GErAxL Couxe, Twos Hauavzoss

COUNCIL OF Tn. UNrID STATE, INC.

INT19ODUOTION

Mr. Chairman and members of the Committee, I am Eugene L. Stewart, General
Counsel of the Trade Relations Council of the United State. 'hs 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.S. manufacturing industries.T 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.
meant, output, wages, cost of materials, capital expenditures, and the foreign
trade of U.S. manufacturing industries for the period 1958 through 1964, and
imports for the year 196W. These data have been organized In a partelular 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 manufac-
turing industries In the data bank.

Because the U.S. Government statistical classification systems for the em-
ployment aod 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
t-digit level of detail. 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 1904 these 274 4-digit
lndustries amcounted for 67% of the total employment in U.S. 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 "ad 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 contains information for 188 4-digit industries or groups of industries
and 185 separate G-digit product groups.

PURPOSE OF THIS TESTIMONY

Through the type of analysis made 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 experience of all other industries.

Accordingly, the Trade Relations Council Is in a position to offer this Cow-
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.

Tile IMPACT OF FOREIGN TRADE DEVELOPMENTS O1 THE U.S. STEEL INDUSTRY, AND TiE
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
Imports 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.S. industries. More than any other
major U.S. 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.

AIASIC DATA

The basic data from the U.S. steel Industry are as follows:

64-887--66----20



T Ami 1.-Basic data for U.S. steel industry: Employment, output, and foreign trade, 1958-" 4, 1965
3312 BLAST FURNACE, STEEL MILL, AND ELECTROMETA LLURGY PRODUCTS, INCLUDING 3313, 3316, 3317, AND 2814.

Production T Import,
worker Total Production Total Production Value of Value Cost of Capital cost Export Domestic Dutie

employ- employ- worker payroll man-hours shipments added by materials expendi- insurance, valued, market percent of
meit, ment payroll mannfc ture and mill import

turer freight

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (U) (12) (13)

Tousaids Tusands Mlions Miions T7uaruU Milon Million Mios Mllions Miflions Millions Mauions Percent
19-------------4 ,.1 6610 $2,625.0 $3,472.6 842.4 $15,94.2 $6,696.7 $9,225.7 $996.6 $232.9 $494.4 $1,,692.6 &lI
1959-------------460.8 560. 4 1,877.5 3,784.3 859.7 18,164.3 7,599.1 10,565.7 716.1 650.0 332.7 18,48L 6 5.6
1960 ------------ 489.3 6010 3,006.5 3,949.2 910.9 17,99 25 7,503.3 10,530.5 0 55L9 563.1 17,98L 2 6.1
1961 ------------ 447.5 552.5 2,896.8 3,84L 4 844.0 17,008.5 7,175.4 10,

2
5.5 856.0 49L4 431.9 17,06& 0 5.5

1962 ------ 445.3- 552.0 2,995.7 3,947.4 843.5 18,153.0 7,32L 4 10,259.3 770.5 589.1 40&3 1,343.9 6.2
1963 ---- 45 1.4 550.0 3138.0 4,045.5 87L3 22630. 1 8,127.8 10,324.8 96L8 76±8 432.4 22, 90.4 .4
1% 4-- -- 50.3 52.1 3,51.3 4,469.0 996.6 25,707.1 9,162.9 A0467 1,3460 688 6 6.7 25,819.2 0
1965-----..; 0 0 0 0 0 0 0 0 0 1,430.7 0 0 0
19"58-60 ----.- _. 46.7 574.1 2,508.0 3,735.4 8710 17,370.3 7,266.4 10,107.3 857.3 475.2 46.4 17,385.1 -. 6
1964/--.., --- 6.9 .4 40.3 19.6 14.4 48.0 25.1 19.2 57.0 44.0 24.5 45.5 0.0

33122 STEEL INGOT AND SEMIFINISHED SHAPES

1958 ------------- - 9 09.1 $315.0 $432.4 9K0 $,846.9 $80.9 0.0 $1941 $23.9 $14.3 1,856.5 5.4
1959--------------0 0 0 0 0 215&9 0 0 0 63.9 4.1 2,213.7 5.7
1960---------------0 0 0 0 0 2,00.7 0 0 0 65.7 12 2061.5 &7
1961 ------------ -0 0 0 0 0 1,971 0 0 0 71.4 18.1 2,03L5 .5&6
1962-----6 ----- - 0 0 0 0 2017.4 0 0 0 89.3 22.9 2.083.7 52
1963--- ---- 2C4 30.3 174.4 227.3 46.9 1,9.7 499.4 $68 49.1 120.6 2& 2 2,077.1 5.0
1964 ----------- - 0 0 0 0 238 0 0 0 147.4 64.0 2,623.2 a

0 0 0 0 0 0- 0 0 0 17.2 a 0 0

33123 HOT ROLLED SHEET AND STRIP TINMILL PRODUCTS, INCLUDING COMMODITY CODE 3312

196 8------ . 21& 7 270.1 $1,261.7 $1,67.4- 399.9 $6,04,0 $3,211. 3 0.0 $291.0 S1 .1 ,1 $5,912.1 6.9
1959 ------ - 0 0 0 - 0 0 6,366.8 0 0 0 304.9 166.4 6,505.3 7.4
1960 ------------- 0 0 0 0 0 7,030.4 0 0 0 241.5 255.1 7,013.7 7.7
1961 0 0 0 0 0 6,695.5 0 0 290.9 184.0 6,802.4 "4.:1
1962-.---- 0 0 0 0 0 7,094.0 0 0 0 227.1 190.3 7130.7 70
1963----------- -241.7 29&.3 1,7113.0 2,207.2 463.2 7,526.9 4,39&.0 $4,94&.9 574.7 304.3 200.2 7,6310 .8
1964 -- 0 0 0 0 0 8,706.5 0 0 0 364.3 269.7 8,79.1 0
196 0 0 0 - 0 0 0 0 0 0 662,4 0 0 - 0



3312 STEEL WIRE MADE IN BLAST FURNACES AND STEEL MILLS. INCLUDING COMMODITY CODE MIA5

19 6 ............ s.7 22.8 $110.2 $144.4 3.5 $6.7 ,7.4 $14,7 $M.3 =9 .4 $Sri.2 7.3
19 ........ 0 0 0 0 0 6o. 2 0 0 0 4.9 6.7 7034 7.7
19 0 ......... 0 0 0 0 0 1 0 0 0 41.6 6S 4.9 7.9
1961 ......... 0 0 0 0 0 575.4 0 0 0 X.1 67 6067 5.0
196 ........... 0 0 0 0 2 6M. 3 0 0 0 54.0 &9 646.4 .8
1963 . 16.5 2D. 5 107.8 147i J 22. M. 9 20.3 313.5 IM.9 02 13.2 65&.9 7.8

9 40 0 0 0. 0 65.. 0 0 0 &2 1o7.9 742.8 a
1 ... 0 0 0 0 0 0. 0 0 0 99 0 0 0

33126 STEEL PIPE AND TUBE FROLX FURNACES AND OTHER INDUSTRIES, INCLUDING COMMODITY CODE 3176

i ............ 0 1 0 0 0 1,7.6 0 0 0 62 m.s 5619.3 5
1959............. . 0 0 0 0 2.09.7 0 0 0 1o3. 7L9 2.,12L3 .0
1960.............. 0 0 0 0 1,774.3 0 0 0 91.4 611 1,o o 6 4

1961 ............ o0 0 0 0 1o819.8 0 0 0 94.1 65.9 1,8400 00
1962 ............ 0 0 0 0 0 1.824.4 0 0 0 11.2 G&07 1. 74.0 53
1963 ............ - 0 0 0 0 0 1015.2 0 0 0 129.0 71.7 1 .9=.8 .8&

0964............. 0 0 0 0 2,121.1 0 0 0 M3 76.9 2,3I9.76 0
196 ............ 0 0 0 0 0 0 0 a 0 15. 8 0 0 0

327 COLD ROLLED AND COLD FINISHED STEEL BARS. INCLUDING COMMODITY CODE =32k,3367. AN) =as1V

196 ............ 0 0 0 0 0 52,430. 5 0 0 0 $4. 1 "69 S367 07
19 ............ 0 0 0 0 0 3.052 0 0 0 1.01 4K2 0 01 07 0
1960 ............ 0 0 0 0 0 3,2240 0 . 0 27.01 14.3 $.17 10.0 L
1961 ............ 0 0 0 0 0 2. .1 0 0 0 9.0 7L3 277& A.1
1.9 . 0 0 0 0 0 3,130.5 0 0 0 43.1 60.0 100.3 7.9
Ig96 0 0 0 0 0 3,7. 0 0 0 47.9 4M.2 &n.1 .
1963 ............ 0 0 0 0 0 3 m5 a 0 0 0 6.9 462 3 0.6
1965 ............ 0 0 0 0 0 0 0 0 0 L7 0 0 0

32 STEEL NAILS AIND SPIKES

IOm ............ --- &a 4.3 $14.4 $19.5 6 $3564 $37.6 $SM.6 S2.21 =&37 S&.7 $191.4 &.0
Iwo9--------------0 0 0 0 0 1m36 0 0 01 57.4 &.2 2.8 I.1
19W .......... 0 0 0 0 0 1327 0 0 0 46.0 &.6 MI5.1 2.9

16..3.5 4.2 16.6 27.6 7.3 150.4 46.2 4&.1 2.51 49.5 4. 6 196.3 &.6
19614 ............ 0 0 0 0 0 0 0 0 0 aO 1 0 0 0

1 - co

Nomr.--O means not available.
Soaros: Trade ReWts Comncal. "Empoymmt, Output. and For, ga Trade of

U.S. afttnIndul, 19*8K 19r (we IW1).
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Particular attention is called to the very large increase in imports which
occurred in 1965 in comparison with 1964 In each of the industry categories
shown in the above table.

DOME TIC AND FOREON 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 108% is astounding.

TAws 2.-Rate of growth in domestic and foreign trade, by industry

[Percent change)

Domestic shipments Imports

Industry Averae Ave 0 30 M6
158-03 19 193-04 184-85 1983 19- 1964-W

and and
1963-84 1961-43

(1) (2) (3) (4) (8) (6) (7) (8)

312 ................. 41.8 10.9 13.6 0 227.6 28.5 -9.7 107.7

Exports Domestic market

Industry Aveae, Avere
1958-0 1958-60 19636 1964-5 195-6 1958-' 1963-64 1984-85

and and
1961-83 1961-68

(9) (10) (11) (12) (18) (14) (15) (16)

812 ............... -- 12.5 -8.5 33.4 0 46.8 11.9 12.5 0

NoTz.--0 means not available.
Source: Trade Relations Council, "Employment, Output, and Foreign Trade of U.S. Manufacturing

Industries, 1958-64, 1965" (June 1966).

For comparison with the above data, there Is set forth below the data for
each of the manufacturing industries at the 2-digit level'

I The 2-digit Industries are:
Industry:

20 Food and kindred products.
21 Tobacco manufactures.
22 Textile mill products.
28 Apparel and related products.
24 Lumber and wood products.
26 Paper and allied products.
27 Printing and publishing.
28 Chemicals and allied products.
80 Rubber and plastics products, N.E.C.
81 Leather and leather products.

Stone, clay, and glass products.
Primary metal Industries

84 Fabricated metal products.
835 Machinery except electrical.
86 Electrical machinery.
87 Transportation equipment.
88 Instruments and related products.
89 Miscellaneous manufacturing.
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T nx .XRo of prowt1 it domeatio wW foregs trad, bj Wusftru

(Percent change)

Domestic shipments Imports

Industry Av A, 8 a'9 36

andAa1961-W3

(1) (2) () (4) ( (6) (7) (8)

20 ................... 7.1 6.8 5.1 0 30.5 12.0 -. 1 -1.9
21 ................... 16.7 9.1 2.8 Q -1.7 -27.2 82.8 -4.4
22 ................... 35.7 14.0 7.0 0 75.3 21.6 1.6 10.3
23 ................... 11.7 8.0 a.6 0 115.0 87.9 21.2 1.2
24 ................... . 14.6 1.9 6.7 0 4 8 185.1 , A'8. 3.4
28 ................... 22.6 11.3 6.3 0 14,7 6.1 2.9 9.7
27 ................... 45.4 20.6 15.1 0 155.7 76.7 21.0 11.0
28 ................... 26.0 11.9 8.7 0 33.7 13,3 8,9 1.8
30 ................. .- 1.3 -1.3 5.3 0 204.0 16.4 2.6 18.0
31 ................... 1.8 -. 4 5.3 0 108.1 47.1 1.5 38.0
32 ................... 14.4 4.8 6.7 0 54.1 13.4 18.6 8.6
33 ................... 39.5 11.3 14.2 0 75.5 15.2 -2.3 56.8
34 ................... 19.4 7.7 9.0 0 61.8 8.4 15.1 5.735 ................... 16.9 8.5 11,8 0 114,0 427 13.1 10.6
36 ................... 46.4 23.9 5.0 0 451.7 156.7 .7 27.0
37 ................... 82.3 25.9 3.1 0 12.1 -21.8 38.7 23.2
38 ................... 34.4 18.0 16.0 0 165.4 72.3 15.4 9.8
39 ................... 16.2 11.4 7.0 0 74.3 29.6 6.8 13.3

Exp rts Domestic market

Industry Average, Aveae1986 15-0 196"-6 1 4-W 195S.-63 1 19 I -f4 106-6
and and

1961-.0 1961-3

(9) (10) (11) (12) (13) (14) (16) (16)

20 ................... 32.8 16.2 16.2 0 7.2 6.8 4.4 0
21 ................... 40.5 24.4 10.0 0 18.9 8.6 2.3 0
22 ................... -10.0 -6.8 22.6 0 38.5 14.9 6.4 0
23 ................... 3.6 -2.6 19.9 0 18,1 8.5 5.9 0
24 ................... 69.2 26.2 15.0 0 15.9 2.4 6.3 0
26 ................... 67.0 32.6 17.3 0 21.1 10.5 5.7 0
27 ................... 99.2 48.1 14.0 0 4&2 26.7 15.4 0
28 ................... 32.8 15.1 9.0 0 25.8 11.8 8.7 0
30 .................. -19.8 -15.2 11.5 0 1.2 -. 5 5.8 0
31 ................... 24.2 17.6 2.0 0 4.0 .8 5.2
32 ................... 20.1 &8 18.2 0 15.2 5.0 .7
33 ................. .5 -. 9 28.4 0 42.4 11.8 13.0 0
34 .................. 12.7 11.9 2.8 0 20.1 7.8 9.2 0
35 .................. 45.4 28.5 18.2 0 14.6 6.3 10.7
86 ................... 31.6 24.0 0.1 0 50.0 25.4 .1
87.................... 10.6 1.2 16.9 0 84.5 25.6 3.2 0
38 ................... 67.0 34.8 17.4 0 37.8 19. 15.9 0
39 ................... 85.9 5.0 8.8 0 18.0 12.1 6.9 0

lqo'r.-O means not available.
Source: Trade Relations Council, "Employment, Output, and Foreign Trade of U.S. Manufacturing

Industries, 1958-64, 196" (June 1966).

Only electrical and electronic products (Industry 36) had a more rapid rate of
growth of imports, 1958 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), the growth in imports and the decline of exports affecting basic
steel are especially noteworthy.
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In the followlhiktabl the g6wthra*tesin domestic and'f&reign trad6 are given
for sections of the basic steel industry at the 5-digit product level, as follows:

Industry:
83122 Steel ingot and semifinished shapes.
88128 Hot rolled sheet and strip tinmill products, including Commodity

Code 83124.
88125 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.
83127 Cold rolled and cold finished steel bars, including Commodity Codes

83128, 33167,, 83168.
33152 Steel nails and spikes.

TA L 4.-Rate of growth in domestic and foreign trade, by industry

[Percent change]

Domestic shipments Imports

Industry Average, Average,
1958--3 1958-0 1963-04 1964-65 1958-63 1958-60 1963-64 1964-65

and and
1961-63 1961-63

(1) (2) (3) (4) (5) (6) (7) (8)

33122 ................ 7.4 -0.5 28.1 0 403.9 83.3 22.2 27.0
33123 ................ 24.4 9.6 15.6 0 233.9 29.0 19.7 81.8
33125 ---------------- 7.8 -- 2.2 10.9 0 188.7 44.5 41.5 16.0
33126 ---------------- 8.4 -- 1.4 13.5 0 256.4 44.2 5.0 15.8
33127 ----------- 37.3 6.9 10.2 0 (1) 105.4 35.4 143.0
33152 ................ -- 5.6 -5.5 3.0 0 38.0 .8 6.0 14.6

Exports Domestic market

Industry Average, Average,
1958-63 1958-60 1963- 1904-65 198-63 1958-0 1963-64 1964-65

and and
1961-3 1961-63

(9) (10) (11) (12) (13) (14) (15) (16)

33122 ---------------- 83.0 114.7 144.3 0 11.9 1.0 26.3 0.
33123 ................ -- 12.2 -12.0 34.8 0 29.1 11.0 15.3 0
33125 ---------------- 58.1 31.6 35.4 0 13.6 0 13.3 0
33126 -------------- -47.5 -26.8 4.4 0 18.8 1.8 13.3 0
33127 ---------------- 2.1 -25.8 15.5 0 40.7 5.6 10.6 0
33152 ---------------- 24.4 6.0 2.0 0 2.0 -4.2 3.8 0

3 Percent change exceeds 9,999.9.
NOTE.-0 means not available.
Source: Trade Relations Council, "Employment,

Industries, 1958-64, 196" (Juno 1960).
Output, and Foreign Trade of U.S. Manufacturing.
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The above table VhnVs that this. extraordinary rise in imports of basic steel
products in comparison with exports and the domestic market was experienced
in all product categories... .

REIGNN 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.-Poreign trade balance, by industry

Trade balance (millions) Not percent Export-import Ratio to domestic
change ratio market of-

Imports Exports
In- Average, Aver 1958-40 1961-3 1958- 1961-

dustry 1958-60 1981-63 1964 to 1964 to 1964 60 63 1904
1958- 1964 1958- 1904
60 60

(17) (18) (19) (20) (21) (22) (23) (24) (25) (26) (27) (27)

83122.... -40.7 -71.4 -83.4 -104.7 -10.9 0.20 0.24 0.43 0.025 0.056 0.005 0.024
33123.... 5.0 -82.6 -94.6 -1,978.5 -14.5 1.02 .70 .74 .033 .041 .034 .031
83125.... -27.8 -41.1 -67.3 -142.1 -63.6 .21 .19 .21 . 55 .115 .012 .024
33126 .... 14.1 -44.4 -58.5 -513.8 -31.9 1.18 .60 .57 .042 .062 .049 .035
83127 .... 77.1 34.3 -7.3 -10. 5 -121.4 8.02 2.09 .91 .005 .023 .033 .021
83152.... -42.9 -43.0 -47.8 -11.5 -11.1 .08 .08 .09 .242 .269 .018 .023

Source: Trade Relations Council "Employment, Output, and Foreign Trade of U.S. Manufacturing
Industries, 1958"4, 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 manufacturing industries as shown in the,
following table.
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32._ -53. -68.3 -60.0 -23.4 3.4 .76 .73 .78 .027 .033 .0M1 .02
33-- -524.1 -727.6 -675.3 -28.8 7.2 .59 .51 .59 .051 .046 .031 .027
34 36.1 48.6 82.7 -9.5 -25.1 539 1.44 1.25 .016 .018 .022 .023
35..::: 1,70.8 2,148.7 2,649.0 55.2 23.3 0.5M 5.88 5.51 .023 .037 .149 .204
36W-.. 544.5 400.6 898.1 -26.9 -2.6 3.72 1.80 1.87 .011 .0M5 .043 W04
37-------- 419.2 595.3 5928 41.3 -. 5 1.55 2.00 1.63 .030 .026 .047 M04
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-173.3 -218.4 -233.8 -34.8 -7.0 .39 .41 .45 .072 028 .041

Source: Trade Relations Council, "Employment, Output, and Foreign Trade of U.S. Manufacturing
Industries, 19584,195" (Tune 1966).

The degree of domestic market penetration by Imports shown for Bteel 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.

XSY XCOOMIO CHARAoTERISTICS OF RAsO STEML W COMPANION WITfl OTHER
MANUFACTURING INDUSTRIES

In the following table are set forth the key economic variables of basic steel,
at both the 4-digit and -digit industrial classflcation levels, and for the basic
manufacturing industries of the U. S. at the 2-digit level.
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'ront the above table It Is Important to note the following:
1. The capital expeinditures per production worker in baslc stlel (Industry

,312) was higher than that li any of tie 2-digit iianufacturing indlist ris with
I he exceptioll of (henllicas and allied products (Industry 28). Thus, basic steel
Is clearly capital hitensive.

2. The so-called "llue collar ratio" (production worker payroll to total pay-
roll), a mei, sure of labor Intensiveness, is higher for basic steel than for any
o the base 2-digit industries except textiles (Industry 22), apparel ( Industry
2i), lumber products (Industry 24), arid leather products (Industry 31). Thus,
bt~s~e steel Is highly labor Intensive.

:T, 'rho gross earnings to value of shipments ratio (the number of ceits per
dollar of sales, before taxes, available for taxes, depreciation, interest charges,
ret, anid lividends) Is lower for basic steel than for all of the basic iamnufac-
turlg indumtries at the 2-digit level except textile nhit products (Industry 22).
'Thus, steel Is among the least profitable of till industries.

4. The average ad valorem equivalent of the Import duties applicable to basie
steel products Is signilthantly lower, and by a major degree, thin the level of
duties applicable to the products of such labor-lntensivo industrie.4 as textiles
(Inidustry 22), apparel (Industry 23), and leather products industryy 31).
Thus, basic steel, while providhng for one of the Nation's highest levels of
capital expeadkfures per worker among mantfacturing industries out of its gross
earnings, Is ias labor Intensive as the least capital-intensive idustries, its among
tile Nathi's lowest gross earnings performance ratios, and with these idiclh of
sensitivity to foreign conptlihio, mu111st face that competition In tile donuesile
market with one of the lowest levels of titles applicable to labor-itensive
manufacturing produets.

-iIt IIANKINO OF ItASlIO STMIL IN COMPARISON WITH ALL oTnIL. 4-D1T MANUFAC"
TUNING INI)USTIES IN KEY ECONOMIC AND FOlaItON TLILD 1PIIRFOliMANCE FAC-

To show the comparative stauding of le basil ;te hitiostrv hi! comparison
wit h each of the ot her 182 -i-digit industry groups in the Trade ikelationm Council's
(Iota hanlk, el'.i, of the Industries vas ranked under each of tile koy enocomle vari-
Mbles shown InI the above tables from Hie highest to tile lowest. ThI'll nkinigs
of hasle tseel comautired with selected hitdustrles of acknowledged ext:ente import
sensit ivity ire sliowi Il the following table.

TAnTa.: 8.--Thinklaqj by keyt ceosomlo ',ratiable.m of basie steel and other ,seleeted
i11ldultrie,, (110ong 183 Industries

(t Iton Footwer, itidlo
1h11sh- steel broad A pparel xw-pt. atid 1I'V

(x112) wo''ell (231 tit l.) rmhl, r rweeviwig
fialries (3111) t i. (3, 51)
(2211)

1l'dr uetlon worker total o paroll, i .... 30 0 :14 13 91
hilurt, percent. ehtage, 19t i1 5.. 5 57 12,i 6HU 42
'Il tilo I'oiusto-e, otverae, l 1-t13 . . .. 177 (12 174 l64 1711
'1rade I halo hano't,~t l()1. ---................. - 172 41 1t P169 17
'l'rado t Ilat i-, e eorevit einttgo, IMvem-age,

MIN ii0 to 190t4 11) 125 15 liit 177
( ross vartiItt igs to sip1no nts rat to, mm... 1 55 112 121 It1 120
(ui'ta1 exl iditure's p)er worker 1914-..., 22 W0 1701 172 147
Ad val'ort in hlir.r dtiy I ......-.......... 13.1 43 0 71 122

I Latest avalhablo ad v'alovnt import duly.

iti r ae: 'l'rad lihttons Council, "Em mloynmont, Output, und Foreign Trade of U.S. mill filetltrIng
Ituiustrles, 1055-114. 19(1" (June 19M1).

The extremely vulnerable position of basic steel to Import Injury Is shown
by the above table:

1. Only cotton broad woven fabrics and leather footwear rank higher In the
blue collar ratio than basic steel; significantly, steel has a higher labor-inten-
siveness rankilg than apparel or radio and TV receiving set manufacture.

2. Steel ratks highest of any of these exceptionally Import-sensitive Industries
in the per cmitt clinge of Imports, 19(4-1965.
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3. Steel ranks much below cotton broad woven fabrics and leather footwear
by the inignltude of It trad defleit for the beiehinark period, the average of
l11II-1t1ML3, uind for 1iK I; Its trade deilelt ranks It alongside of apparel and radio
and 1t11V sets where illports froi tihe low-WligO countries of Asil have seriously
disrupted tile Ameriean market.

.1. Steel ranks lowest of all the liustries in the negative per cent ('blange lit Its
traite bllalne, Ieallg thai, it has sliplped the worst of ntiy of these classic
eximiiples of' import-disrupted, hlbor-intensivo industries.
5. Steel ranks lower in Its gross earnings rat t) thanti any of the labor-intensive,

import-sensltlve industries except cotton, broad woven fabrics, and its ranking
Is very close to I hat Indust ry's.

43. Ilasih steel ranks very high by the level of capital expenditures ler worker.
7. 11tsi stict ranks lowest of all of these bidustries whet Judged by the level

of (fd ialorenll equiealenit import dutes applIea.ble to its products.
h'lhem datia strongly indicate that atlion on behalf of the steel industry Ii

relittion to import. regulation Is urgent and long overdue. By this table the sit-
i tio4n or the steel Industry is eleiorly revealed ; earning. ifo hre lit it depressed

level, aq serious or more serious than that of the other of Anerlea's most
seriolisly atyeetl lllprt-sensitive indtistries; it Is as labor intensIvo and thus
its vulnerable to illrts from low-wago eountries its iny of these Industrle;
the ra111te of increllse of Imports is uiore rapid In til ease of steel thln tile other
hIduistrles; 111i( it has the lowest level of duties.

('olelesi' ,

Unler aI (lovertmlell t committed to the e'(p1111 protection of the laws, the quality
of effort which il.s l)rol)prly bloil devoted till behalf of tile cotton textile Iln-
(111,1 my becase of tihe rate of increase i imports of cotton textiles and apparel,
should likewise be aplihled to i solution of the steel Import problem. Such
atilot Is al1so of oliv)\lIl hlili)rtiane Ili tihe4 area of the Nation's continuing
lulance of laymlent s deilcit. The current trends In exports and iuports re-
i'111141114iAe ite Iml1o litl'O of Governmiental iittlonl to ithleve 4Olll(' con)t rol over
rapidly Inereasing Inllorts it order to lproteet our tra1o balance ts till Important
elemnit. in the total balance of ilayllelt-s pletlire.
Mr. ChaIrinann, we trus that our datli will help illuminate nid delnue the

gravity of the steel import problem. ilndeed, we hope that our testnony will
Ipove 14) be of assist aiwe to ti114 Committee li forming ia resolve to report Senate
Resolutilt 14.) or to take, other ('tillally apl)ro)rit at 1eti1 leading to prompt
ineasures (4) exert reasonable control over the iaissive an)d rapil increases
which are taking lhitce in tile Importation 11f basic steel products.

sellit0l1' liIAi'i(E. Than11k yoil for i very ilifoiiii.ivo lnd statistical
report. itVith suelilhlihismi iv iw .the resolution will be iitolted.

r,% U. i. Stral;-(dein, Natiou -Wido ("olmitltee ol lilnllort-IExport,

Wk ;are glad to hatve you, 1111d yoll 111111 proceed in flly wily you see
Ilt.

STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, THE NATIONWIDE
COMMITTEE ON IMPORT-EXPORT POLICY

Nir. STlACtUlMlIN. Thiiik you. 1 have a statellit re which is not
very l(n1g.

My 1111111o is 0. i. st'irakblehi. I aint clhtiriian of the Nationwide
Collilitt'emN Oil Till-ort- l"Xport, Policy.

My testitllolly will ]w liiniled ito e"ortain aslpetts of the steel import
pl'obtin without nillnaking it rounddol prestmltlttioll its I fulil 5llr0 tile
industry reprsentittives will do, including those who man tho steel-
works.

It is th plurpo"e lere to ostilate t,}e price to the il'Ol and steel in-
dustry of becoming competitive with imiports, with special einphasis
-Ol1 employment.
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Before analyzing the steel industry ,me revealing light may be
thrown on the subject of the cost of becoming competitive by examin-
ing the same problem in another basic industry.

Senator, 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 HAwRE. I might say, Mr. Strackbein, that not alone are
we good, as I indicated, m Indiana, in steel and in soybeans and in
hos, we are also good in coal, too.

Mr. STRcmaiN. Yes.
The coal industry offers what may 'be a very useful example. The

experience 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 largely
from imports but is not confined to that sector. It also competes with
other products such as aluminum, plastic, wood, glass, etc.

The cost of becoming competitive in the coal industry fell with
shattering effect on the Rbor 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 factor that
outweighs all other combined* namely, labor. Increased efficiency is
achievable in any significant Aegree only by laborsaving devices and
operations.

The story can be told quickly.
In 1950 employment in coal mines was an average of 483,000. They

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 jobs, or 2 out of ever 3. As a result the wholesale price of
coal lagged behind many products, moving from 86.1 in 1950 to only
95.5 ini 1965 where 1957-59 equals 100. Wholesale steel prices by
contrast moved from 66.9 to 101.4 in the same period. Coal moved
up 9.4 points; steel 34.5 points. Nonferrous metals rose 86.0 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
(Statistical Abstract of the United States. 1965, table 1027, p. 716;
Survey of Current Business, U.S. Department of Commerce, April
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 European import restrictions (Statistical Abstract,
1965, table 1029, p. 718; Survey of Current Business, April 1966, p.
S-5). Moreover, coal production has recoveredfrom a low of 420,000
tons in 1961 to 525,000 in 1965.
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The industry became competitive by the only route that is open,
namely, more efficient production, or ruthless mechanization. In
terms of employment 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 public attention.

The steel industry 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 point of employment the number on the
payroll is still over 500 000. ('b number of 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 13 percent, and when I say a mere, I
mean, of course, in comparison with the experience in the oal indus-
tr. (Statistical Abstract 1965, table 306, p. 221.) This compares
with a decimation of employment in the coal industry as related above,
that is, a displacement of 341,000 workers. Obviouslyf, 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.
Instead 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.
Perhaps a sacrifice of only 200,000 would do the job. Let us make a
few calculations.

Senator, 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,
p. 38.) This represents an increase of 50 percent, and really not a very
bad record as measured by productivity in other industries. As shown
above, coal's productivity per production worker in the same period
increased over 200 percent, or four 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, ad reaching 41.1
million tons in 196.5. French and Italian production has also risen
sharply. Tite united Kingdom rise has been more moderate.

These statistics, may 1I say, are backed by references to their sources.
(Euriopealn (oal and Steel'Comnluiity, general report, March 1964,
aso publication of Office Statist ique* de Conmiunautes Europeenes,
19(16,>No. 2, 1 . 7.)IN 1952 tis ,ount ry produced 48 percent of lhe world's steel. (Stat.

Abs. 1954, t-able 1129, p. 960.) In 1964 this slntre had dropped to '2(;
percent or to 127 inillion tons of a world total of 478 million.

Steel wIlges in the ITnited States for production workers were $3.41
per hour in 1964, rising Io $3.5-4 in Februarv 1966. This is the average
wage per hour for produelioii worikers. Ay eiitaiist European aver-
age annual net, earnings ili 1963 (without free accoOlno(lations) with
a1 famiily of tvo, were $1,970 i 'West. (lerimlumy, $2,264 in Frianee,
$2,516 in1 ]elgium, $2,140' in 1holland, and I,8'831 in Italy. Iln the
saio year (1963) steel wages averaged $1411.86 per week in this colli-
tr. A. 50-week yealr would have brought $6,650 per worker, or w\'ell
over lhree tines' the pay il West. (lriany. Ita ly, and 1lolland.
There agaill tie soli'v Is givell, if alinyole wants to elek these figures.
(IT.S. 11Waiges: (Current llure of Business, sqilwa i; Elropean I Staitis-
tieal Office of tlle .Ellropea (oliniomunities, Basic Statistics of the
Conuimnity 1965, t able 92, 1. 1:8.)

Output per production workerin the Eiropean iron and steel indus-
try was in 1964: West Germany, 181 tools; France, 151 tons; Italy,
.174 tons (Europe Coatl and Steel Community, general report, March
1904; Basic Statisties of the Community, 1965, table 10, p. 28).

'ihese. levels ompare with 248. toils per worker in this country y in
the same year. With wages of about, a ihird of those prevailing here
the Euroiean pirodlucers should lhoe able to coiipete with an annual
output. per worker as low as 100 tons.

Japanie'se out pult in 1964 was 156 tons per product ion worker. (Sur-
vey of Jal)anese Finance anl Industry.) This was up from 112 tonRq
in 1960. T 1h"us, While Ja1anese wages continue to a far behind t"
European, their productivity is fast, approachingr the EuI"f~ropeanl level.
In 1965 average annual wages of Japanese steel production workers,
with loiilis, was $1,380.

I should point, out. here that the fringe benefits in Japan are quite
high in relation to their other pay. Oil alln absolute basis their fringe
benefits are, perhaps, not, as high as they are in this country.

(Monthly report of iron and steel statistics, Irou and Steel Federa-
tion, Japan.) i 1965 approximately 40 peri'emnt of total U.S. imports
of iron and steel came f rom Japan, compared with 171.9 percent, in 1960.
(1ron' and Steel Institute, supra.)

lhe steel industry in this country has accelerated its expenditure
for plant and equipment in recent, years, moving from $1.1 billion in
1960 to $1.9 billion in 1965, while irojecting over $2 billion for 1966.
(Stat. Abs. 1965, table 9(0, p. 501.) This represents a serious mnoderni-
zation program.

A comparison of prices, ,Janvary 1, 1964, f.o.b., port o$ shipment, of
the European Coal and Steel Community and U.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)

ECSC Uniited States

R i n fo rce m e n t b a rs -- -- ---- ---- ---- --- ------ --- -- --- --- --- -- --- --- - ... .. ..... $ 7 5 -0 $ 12 7
M erchant bars ----------------------------------------..-..------........... 81-3 130-139
Wire rod ..------------------------------------.-.------.-.--------.......... 78-N0 146. 15
P lalo ... .. . ... . . .. . . .. . . .. . .. . . .. .. .. . . .. . ... . 84--8 124. 10
Hot rolled sheet ................... 10-22 146.15
Cold rolled sheet ------------------------------------------------------------ 110-25 102.25

Source: 12th general report, the High Authority, Europom Coal and Steel Community, March 1904
pp. 454.5.

TH E 1)L.MM A

The road to competitiveness for the iron and steel industry is a rough
one, with particular significance for the workers. Under similar, if
more aggravated, circumstances, the coal 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 elpparent
escape hatch. It, can invest in foreign countries although there appear
to be few attractive possibilities tit. present in that liel( 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 cold it, would
have to go far beyond its present. level of out)Ut per man per year;
but to do that woull 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 shiplments. So you establish
your relttionship, between the total payroll and the value of shipments.

Now, this turns out to be $4.11 billion for wages, $8.35 for value
added, and $18.59 billion for the value of the shipments.

Therefore, this is a simple mathematical calculaiton 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 tie line, going back to the iron ore miners and the coal miners
and tranisportation workers were also reduced by 10 percent in number,
and so that the total burden would be distributed.

Another alternative would be to reduce the wages of the stel workers
by 40 percent and retaining all those who are employed on the l)yroll
or again unless you wanted to put the same wage reluet ion into effect
all down the line to the supporting workers from the iron mines, the
coal mines on the transportation to the steelnills.

If that were done, this might or might not be sufficient to bring the
steel industry into a competitive level. This is a difficult point to
establish, but from the looks of the difference in prices as previously
cited, it appears that, perhaps, a 10 percent reduction in costs would
be necessary.



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 equity, or $1.4 billion. This rate was the
lowest in the durable goods group, the highest being 19.5 percent
realized by the automotive industry. 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 approximately $20 billion of
shipments of iron and steel in 1965, a reduction of only 31/2 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, further 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 shipping industry meets the differen-tial (1) through governmental building and operating subsidies or (2)
seeking refuge under foreign flags. As you know, the American-flag
ships are carrying only about 10 percent of our trade.

Between Pittsburgh and Appalachia lie the quicksands of free trade.
Do we rush forward 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 HAnTKE. Thank you, Mr. Strackbein. I have no questions.

It was a very fine statement.
The last witness we have today is John W. f-ight, the executive

director of the Committee for a Wational Trade Policy.
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STATEMENT OF 1OHN W. HIGHT, EXECUTIVE DIRECTOR,
COMMITTEE FOR A NATIONAL TRADE POLICY

Mr. HIGHT. Mr. Chairman, inevitably, as the last witness, much of
what I have to say has been said already.

Senator HARTRE. Maybe 11o1 cy1n sMAI it so much )etter.
Mr. IlimT. 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 ad vance the interest of the Nation as a whole.

're have always favored detailed examination of the strengths and
weaknesses 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 at 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 as 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-
ponent. The strength and competitiveness of our steel industry, there-
fore 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?

Mr. HImiIT. To some extent, sir. I would be glad to answer ques-
tions on it.

Senator HARTKFE. 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.

Mr. IIGHT. It may be true.
Senator HAIRTRE. In theory.
Mr. IGHT. I would like to pick that up at a point in my state-

ment where it applied.
Senator HARTKE. I just do not want to get carried away by slogans.
Mr. HIHT. I know that.
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Senator HARTxiE. 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?" Well, 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. HIGHT. You were not alone, sir. Many people had doubts as
to whether-

Senator HARTKE. But they did not express many doubts at the time
they were pushing for that bill.. .

Mr. HIGHT. I think you are speaking of the administration. Cer-
tain others did.

Senator HARTK E. I am talking for everybody.
Mr. HIGHT. Those who supported it.
Senator HARTRE. Some op the administration. I remember some

of the statements, and some of them have come back to hatmt 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. HIGHT. Obviously, those who support this resolution are as
interested as we-that is 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 !Rppropriately in the competence and
legislative responsibility of the I'ariff Commission-

_Senator HARTE. Will you explain to me what part of the law gives
that authority to the Tariff Commission?

Mr. HIGHT. I think it is very simply the escape clause.
Senator HARTKE. The escape clause?
Mr. RIGHT. Yes, sir. If an industry is injured by increased imports

it may apply and appeal to the Tariff Commission.
Senator -fARTKE. Mr. Hight, that makes a judgment first.
Mr. HIGHT. Well, it seems to me clear-
Senator HARTHx. 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.
Will be glad to look at it.

Mr. HIGHT. I think it is section 336.
Senator HARTKE. 336. I am on 332, so that is all right. I thought

you might be under 336. This is equalization of cost of production.
That 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 HIOHT. Yes, sir. Isn't that what we are dealing with essen-
tially? Is not the thrust of the resolution-

Senator HAwrK. 'I thought you read the resolution.
Mr. HIGHT. I read the resolution Carefully, sir.
Senator HAWIXE. It does not say anything about the duties.
Mr. HIGHT. It suggests that the industry needs protection, does it

not, or that we study the industry to see whether it needs increased
protection.

Senator HARTHE. 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. HIGHT. That was the next point I had.
Senator HARrE. 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 does not deal with duties.

Mr. HIGHT. It suggests injury, does it not, the question of injury?
Senator HARTKE. Sure. I do not think there is any question about

it. I am suggesting there is injury, not alone to the industry-
Mr. HIGHT. 'Then it seems to me the industry applies to the Tariff

Commission for an escape clause case.
Senator HARTKE. That is sort of-I thought you were talking about

an investigation. Now you 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 is a very capable man, very fair, too. Sometimes he is not on

my side.
Mr. HIGHT. I know he is.
Mr. VAIL. As I understand section 336, it is limited to those articles

with respect to which there is no tariff concession in effect.
Mr. HIGHT. That is right; that is right, so it leads you directly into

the escape clause, does it not?
Mr. VAIL. Well, it leads you into a blank wall in one respect.
Mr. HIGHT. 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. HIGHT. Yes, sir; I am quite sure We all are. But the industry

is certainly interested in its own interests.
Senator HARTKE. I grant you that they have testified-
Mr. HIGHT. There is a route they can tako, and that is the escape

clause route if they feel they are injured by imports.
Senator HARTKE. 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?

Mt. HIGHT. I do not think that is quite the same thing, sir. There
was considerable sentiment in the country for medicare.

Senator HARTxi. There may be no sentiment for this whatsoever,
and if there 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. HIGHT. I am quite sure they could do a competent job. I am
concerned about the precedent that is involved here.

Senator HAIRTKE. The precedent?
Mr. HIGHT. Where you take a particular industry and ask-
Senator HARTKE. We have plenty other precedent for what we have

done here.
Mr. HIGHT. I am sure they are very good. I worried about the cot-

ton textile one, too.
Senator HARIKE. Mr. Vail points out to me here, this is from titleIX 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. FLIGHT. 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. IHIGHT. I will make my four points very quickly, sir.
Senator HARTKF,. 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. HIGHT. 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
aot that authority. Some people think they are going to do it -for us,
Nit we are still going to write them. We are going to write more of
them as we go along 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. I am not in favor 6f taking them out.
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But I do hope, and I in sure, that you would not just want to throw
such a cloud in here in order to be against such a resolution.

Mr. HimIT. No, sir.
Senator HARTKE. All right. That is good.
Mr. HIGHT. I must confess I am against the resolution.
Senator HARTKE. I know. I am trying to find out why.
Mr. HIGHT. 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.

Three, it calls for a study of matters which must already be known
to the executive agencies if 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.
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 come
to the Congress 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 -ARTKE. Let me ask you a question. Do you strongly op-
pose any action against the United States by foreign countries?

Mr. HIGHT. Yes, sir. I think restrictions abroad are certainly as
bad as restrictions we have here.

Senator HARTKE. That is what I say. You certainly are not-what
type of presentation has this group nade to the increase in tariffs by
the Common Market countries on steel?

Mr. HIGHT. That is not solved yet.
Senator HARTKE. That is not solved. I mean, what type of protest

have you made?
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Mr. HIlmlT. As you know, we are negotiating against a decision by
the Common Market to negotiate from a 14-percent average level,
which is not a correct one.

Senator HAIRTKE. I know. What has this groupdone to protest
that increase which is said to be temporary, but now they have in-
creased it

Mr. HiGHT. 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 HARTKE. The truth of it is, they increased the tariff didn't
they? Don't you know that?

Mr. HIGHT. 'Oh, yes, I know that.
Senator HALTKE. They increased the tariff.
Mr. HiGHT. Yes, sir.
Senator HARTKE. It is up 9 percent.
Mr. HI,11T. That is right. They had previously reduced it, you

see, without compensation.
Senator HARTKE. They have increased it now.
Mr. HIGHT. That is right.
Senator HARTKE. What did you do? Did you protest loudly in

the name of the Committee for a, National Trade Policy?
Mr. HIGHT. Yes, sir, generally, though not specifically in this case.

We certainly did in the chicken war.
Senator 11ARTKE. You did what?
Mr. HIGHT. In the chicken war.
Senator IIARTKE. 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 State.s, but at the same time, not protest when
action is taken overseas which is absolutely contrary to at least yor
adopted philosophy?

Mr. HIGHT. We do it on every occasion that we can.
Senator HARTKE. Why couldn't you do it there? You came here..
Mr. HIGHT. Yes, sir.
Senator HARTKE. What is the difference? This is action whi h

was taken.
Mr. HIGHT. 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 HAnTKE. Let me say to you, I know quite a few of these

people on your board of directors.
Mr. HIGHT. Yes, I am sure you do.
Senator HARI-CE. 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.

322



STEEL IMPORTS

Mr. HIGHT. I am, too.
Senator HARTKE. If they have free trade.
Mr. HIGHT. 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. HIGHT. May I reply to that, Mr. Chairman?
Senator HARTKE. Yes, sir.
Mr. HIGHT. That is why we have the GATT. That is why the

GATT was negotiated. IT% is a forum for the resolution of differences.
We are in the middle of nF gotiations now on steel.

Senator HARTKE. Yes.
Mr. HIGHT. The American steel industry has presented its case to

the Tariff Commission and the Trade Information Committee of Her-
ter's office.

Senator HtARTKE. But the facts are to the contrary, whether you
want to admit 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. HIGHT. That is right; and the United States is protesting about.
tlha . It does not want to negotiate on that basis.

Senator HARTKE. 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. HIGHT. 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. HIGHT. I will have to investigate it. I remember the occasion.
Senator HARTKE. I hope you will do that. I do not care what your

staff does, but this is up to you.
You may proceed.
Mr. IGHT. 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 established 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
taking place in international competition-clanges 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, lm-
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 HARxxrE. Let me ask you a question. Would you be in favor
of permitting export subsidies such as these for the steel industry?

Mr. HIOlIT. No, sir. I do not like it abroad where it occurs-
Senator HARTKE. Now, wait a minute. That would not be

restrictive.
Mr. HiOIIT. It is another form, is it not, sir?
Senator HAITICE. It is not a restriction.
Mr. HouT. You can have an import restriction or an export

subsidy.
Senator HARTKE. This is a form of encouraging exports. You are

opposed to export subsidies.
Mr. HIGT. Yes.
Senator HARTKE. Would you be opposed to a two interest rate

policy, one for domestic and one which, as other countries use, for
the purpose of credit for exports?

Mr. IliuT . No, sir; I would not like that.
Senator IIAWrKE. You would not what ?
Mr. IIGHT. I would not like that.
Senator HAMIKE. You would not like that.
Mr. HIGHT. No.
Senator IARTIKE. 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 different credit arrangements, such
as the Export-Import Bank, providing a positive function in this field
of providing special discount arrangements for exports?

Mr. HIOTIT. 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 HARTKE. I am not saying what they think. After all, they
are a creature-

Mr. HIGHT. They are the experts in the field.
Senator HAR'TKE'. 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 adminnistrative agencies think hat they run the country, and
they pass regulations and new laws on thei:" own and make determina-
tions on how far they are going. But. what 1 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
are given to foreign nations?

Mr. ImHT. 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 ITnited States now, this was not true
some years ago, but the United States now, )rovides as much incen-
tive for its exports as any ot her major industrial country.

Senator J {ArrxK. You would like to go into that, would you?
Mr. iHowIr. Not in detail. Reflecting pretty much what the Export-

Import-
Senator IA[RTHE. If you call your board of directors together some-

day, 1 will give them sonic information which will completely refute
that statement. I have been doing it with Brookings Institution leo-
1)1e, and we have been having some very enlightened sessions. I mean
3rookings has sone very good information on this, which, I think,

would be very informative to you.,
Mr. III011T. Yes. I know what Brookings is doing.
Senator IIAiITICr. Right.
Mr. HIGHT. May I continue, sir?
Senator I-IAirKE. Yes, sir.
Mr. HIGHT. 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
ba)ance-of-paynments position and in doing so would probably prolong
U.S. restraints on the outflow of investment capital-restra iiits which
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 andl
abroad. These steps should !)e based on the premise that legitimate
international competition will not l)e restricted by Government action
and that trade barriers affecting this industry will be consistently and
substantially lowered both here and in the other economically advanced
countries ot the world. It sounds like a l)latitude, sir, h;ub I think
that is the basis on which we have to operate. Where iml)ort competi-
tion expands to the point of causing serious injury to the steel industry
as a whole or to participating companies or groups of workers, Gov-
ernment instrumentalities have been established by Congress to cope
with such conldingencies. You spoke on the trade adjustment clause
in the Trade Expansion Act-

Senator IIAirrKE. Are you familiar with my bill, S. 1333?
Mfr. Hior. Not by that number.
Senator I{ARrKE. "That is the test for adjustment assistance.
Mr. limrr. Yes, I have read it, sir.
Senator I-IARM . Are you in favor of that bill?
Mr. Htowr. I think so.
Senator HAJITKN. Should this test for the escape clause relief also

be eased1 to give some meaning to the escape clause procedure in the
Tariff Comnission which, in its established role-

Mr. HIOIT. I think it is probably necessary that the criteria be
changed somewhat on the trade adjustment act.

Senator IrrTKF,. I am not too sure your board of directors is going
to be very happy with that answer, either, but that is all right.

Mr. IIIir. We have discussed it, sir. We have discussed it.
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Mr. HIGHT. 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 be economically sound
and should treat fairly the interests of al pitties 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 comn-
nittee is protectionist. It suggests that such problems as the steel

industry faces could be alleviated or solved by the imposition of imi-
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 und 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 is a dead end.

Senator HArTKE. Let me say to you, sir-
Mr. HioJIT. Protectionist is a strong word
Senator HARTKE. What about cartel? What about those other

countries, are you just applying everything to our side of the fence?
Are you not in favor of fairness on both sides?

Mr. HmnT. Absolutely, sir; absolutely.
Senator HARrKvE. Why, then, are you saying that this is protec-

tionist when you do not protest cartels? You (o not mention cartels
in your whole statement. 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 1)eing established overseas. Why don't you say some-
thing about them?

Mr. 11TOT. Sir, we are operating within the United States. These
are matters-

Senator HAmRKE. No; these are international cartels.
Mr. HionT. 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 HARTKF,. Are you afraid of the facts?
Mr. Hiowr. No, sir. • I made a trip there a year ago.
Senator TirK,. Why are you afraid of a study?
Mr. HboT. I made a trip a year ago protesting European trade

barriers.
Senator HARTKE. Let me say this to you: I am certain you are an

effective and a very intellectual man, an~d I am sure if thee'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. Hmirr. I do not, object to the facts.
Senator HAWrKE. Why would you be so fearful of having the

truth out here?
MV. HIGHT. I am not, sir.
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Senator HAItTKE. So that all the American people and the Con-
gress can understand what is going on. What is there wrong with
it resolution which sticks to established facts?

Mr. HlIo. Mr. Chairman, you have iusked that qtiestion of a nmn-
ber of witnesses.

Senator IIAIITKE. That is right.
Mr. HIGHT. And I think we all have the same position. We wel-

come facts; we welcome facts.
Senator HARrKE. Why do you put out these slogans like,

"protectionist"?
Mr. HionT. Sir, if one reads the resolution where does it lead?
Senator HARTKE. I could take this statement and just say, which

I won't----
Mr. HianT. Where does it lead?
Senator HARTK. 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. HIGHT. No, sir.
Senator HII'rK.. And a pro-two-interest-rate policy for foreigners

statement, but I won't say these things about it. I (o 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. HIGHT. No, sir; because I think it leads directly to restrictions.
Senator ITARTKIC. It won't lead to restrictions unless the facts show

that restrictions are necessary.
Mr. Hmiwri. I (1o not believe in restrictions.
Senator HARTKE. You do not believe in any restrictions?
Mr. HIGHT. I think there are other things to do.
Senator HAItTKE. For example?
Mr. 1m71T. I think that, the industry should make the necessary

adjustments-
Senator lHARTKt). For example?
Mr. HimoT (continuing). To world competition.
Senator HAHrKr For example?
Mr. HIGHr. We should strive for fair world competition, and I

think the U.S. Government, ought, to be sure that it is fair world
competition.

Senator IIARTKE. All right.
Mr. 11IIHT. And that is l)recisely what we hope is going on in the

Kennedy round.
Senator IARUTKE,. 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. ITIGHT. I have heard that from the industry; yes, sir.
Senator HAITKE. You do not believe them?
Mr. HIGHT. I do not know; I do not know. I would like to see what

comes of this Kennedy round. As you know, there is a particular
sector on steel, and this is a matter of direct negotiation.

Senator JIARTKR. I understand.
Mr. 1Hu0T. And I think the U.S. Government, in its negotiators,

will get fair and equitable treatment. I hope so.
Senator HARTK:E. I hope so0, too. I voted for the law.
Mr. HIoT. We encouraged the law, too, of course.

327
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Senator ILIRTKE. I hope So. I did not vote for it and hope it would
be a failure.

Mr. 'IlioT. Well, I think, sir, that is about all I have to say. I
have nothing more.

Senator IATI K. Well, I would hope, sir-
Mr. HIGHT. May I add one thing?
Senator HAwMrM Go ahead.
Mr. HiOIT. 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 alx)ut import competition and increas-
ing imports? You can show it in a number of these industries.

Senator HARTKE. 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. HIOHT. No, sir,
Senator HARTKE. What is our whole purpose here?
Mr. IGHT. That is not what I said. I agree with what you are

saying, of course.
Senator -IARTKE.. Let me point out something to you. I am not the

one who has pointed out that steel iml)orts are one of the major factors
in our unfavorable balance-of-payments situation.

Mr. RIGHT. So are mainy other'items.
Senator IARTKE. No, if do not know of any other industry which

has been picked out by the administration andidentified, l)utthis one
has by the Secretary of the Tieasury. 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 Comnmerce department by speeche's by
various people. They pointed out the tremendous 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 because it represents a big segment. of the problem that is all.

Mr. IIGHT. That is right, sir; but other industries 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 HARTKH. About $2 billion.
Mr. HIGHT. You can take coffee, for instance. We could cut off

coffee and balance all the payments or we could cut off perhaps, sugar.
Senator HARIE. I am not talking about cutting ofi anything.
Mr. HilIT. Cocoa or any other things.
Senator HARTIM. 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.

Mr. ILIGH1T. You can be assured I am, sir.
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Senator IIARrKn. I a11 interested in your fairness.
Mr. lh0i'. You can be assured I am, sir.
Senator ILARTICE. 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 keel)
these other nations, like those in the Common Market, from acting
irresponsibility in the field of tariff barriers in the middle of negotia-
tions, ifyou want to make suggestions along that line.

Mr. IIIGHT. We studied this for the last year and 2 years. There
iIre 1O good answers, I (1o not think.

Senator IIAirrK. 'Vell, I will Say one thing.
Mr. 1IlIOIT. We are in the middle of negotiations. We are quite

hopeful.
Senator IARTIKE. 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 O)ilosopi.y. It is the most amazing I
have ever seen. I (to 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 6 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. HIGHIT. I am quite willing to.
Senator IIMRTKE. All right. Let us do that then and have the

study and abide by the facts.
Mr. hIGHT. 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
practices which foreign governments pursue which are unfair, and
I 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
pursue it. I do not know what we, as private citizens, can do to tae
11 rench Government for instance.

Senator HARTKE. I[ have no further questions.
I am going to ask that the record include at this point that portion

of Public iaw 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 instrmnentality, or (B)
refrain from proclaiming benefits of trade agreement concessions to carry out
a trade agreement with such country or Instrumentality.

I 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
t lie chairman will keep the record open until June 22, 1966, to accom-
modate the written testimony of those whose orai 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 conteml)lated for the Gary-Calumet complex.
In keeping the record open, the chairman has informed me:

"From the nany requests which are coming from those who do-
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 the 'hearings.
For this reason, I am directing the staff of the committee to keep the
record open long enough to enable them to submit written statements
of their positions."

That is it quote froc 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 (;f you.
It is with an air of g(d feeling. It is now 4:30 and we will adjouln.

(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 RICliAiD 1). MCCARITIY, OF NEW YoJlL

My name is Richard D. McCarthy, and I an 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.

I want to stress at the outset that while I realize that the adverse effects of
1 imorts of steel mill products varies 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 10.3 percent in 1965. As an example, 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 percent to 50 percent
of the U.S. market.

'My own district, which includes most of Erie County and sections of Buffalo
In New York has been adversely affeted. For example, in 1965, 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 mills 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 Niagara Frontier.

I believe that this import problem is very coiaplex and entails more than a
superficial compilatdon of statistics. Understanding of the development of the
steel import crisis In U.S. markets hinges, in part, upon the background of world
steel industry development.

Briefly, in the past ten years, world steel output has In(creased 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 Europe 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-sufficiency 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 their steel supply.
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Coeval to the Increase In world steel use, total world exports of steel have
doubled from 29 million tols of steel mill products in 195 to over 60 million
tonis in 1965. The pattern of this trade, however, has shifted drastically away
front one of shipments from the industrialized steel-prolucing countries to the
less-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 limports accounted for by the less-developed countries
declined from 50 pe-rcent to a little over 2V percent in 1965, whiie imports into
tle United States rose from .t percent to 20 percent of total worli trade during
the samne period. In short, the world's largest steel pr(lucer is now the world's
largest steel imlorter.

This situation has occurrel for several reasons. Essentially. the new pro-
ductlon of steel in the less-developed countries has disllaeed imports. And it
lias been reinforced by the lack of hard currencies and various governiinent de-
vhies to restri.t linports. In Eurole, however, there has been no lack of hard
currency, and in theory, their international trade restrictions have been reduced
under the successive round of GATT.

While In the United States iniports have Increased to 10.3 percent of the
donilestic market, they account for about 4 percent of tile ECSC market for steel,
4.5 percent of that of tile Uniteid Kingdom and and less than 1 percent of Japan's.

The future is not any brighter. Intensification of the efforts of European and
Japalnese i1il8ls to d lislose of their steel in tie United States seems inevitable
unless the U.S. takes action to curtail then. Their hIome markets, of course,
will continue to be protected as may be necessary by various governmental
and quasi-governmental tneasures.

Sumniarily froil iny remarks above, I believe that the mans steel imports
now f odinug this country do inot reflect productive international trade. That is
to say, it is not inutually adlvantageous to both exporting nd importing
countries. Steel mill products are not being iniported into the U.S. primarily
lievatise there Is a great need for them here, but rather because foreign production
is ill excess of hone market needs. The effect on the U.S. Is destructive. In
other words, such count rics are using tile U.S. market as a ineans to further
their own social, political and econoinlc aspirations at our exipeise.

The Increase Il the volunie of linports Is staggering. imports of steel mill
prodlucts Into the United States in 196l5 totaled apl)roxinately 10,383,000 tons,
relpresentilng 10.3 percent of the total market. The significance of tile volume Is
extremely revealing since It is equivalent to the combined output in 1965 of the
fifth and sixti 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 it tile first four months of
this year were at an annual rate of over 8 million tols. With the St. lAwrence
Swaway now open. tile rate of imports Into the Great Lakes areas for the re-
iiainder of tile year will undoubtedly Increase.

There has been a great deal of concern and controversy about our balance of
iayients and Its causes. Tile deficit In steel trade can hardly be viewed a, any-
thing but a major contributing factor to our balance of paynlents deficit. Ill
1965, the value of steel hntllorts exceeded the value of steel exports by $670 lll-
lion. To tills net Import figure must be added an additional dollar outflow for
freight, since much of tile imported steel arrives in foreign ships. And, In
addition, the value of tile exports shoul 'be reduced by the value of the steel
,(old under AIL financing, which does not result In the seller acquiring dollars
from foreign sources. When these factors are taken into consideration, tie
deficit of the steel balance of trade last year approached $1 billion as com-
pared with the total 1965 balance of payments deficit which is estimated at $1.3
billion.

The reasons for the high volume of Imports are complex and numerous. The
eeonomle and social changes that make up the prices of goods are at dif-
ferent levels in different countries. , Wage rates, the prices- of raw materials,
taxes and Interest rates are the lost inili)ortant variables which determine
the price of steel. In many foreign steel producing countries tile difference
in taxation policies In comparison to the United States Is a most significant factor.
Many of these countries hav e 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-
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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, 190
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 this long-term trend.

In conclusion, I submit that a continuation of unrestained and mass inporta-
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.

WEST COAST METAL IMPORTERS ASSoCIATION, INC.,
Los Angeles, Calif., May 31, 1966.

Subject: Senate Resolution 149.
Senator RUSSELL B. LONG,
Chairman, Senate Finance Committee,
Washington, D.C.

DEAR SENATOS 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 much 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.

3. 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,
AL PERRISJI,

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 RUSSELL B. LONO,
Chairman, Senate Finance Committee,
Wa8hington, D.C.

DEAR SENATOR LONG: The National 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 Ways 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 Commission.

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, GERALD O'BRIEN,

Executive Vice President.

SOUTHWEST WIRE PRODUCTS CORP.,
Carrollton, Tex., June 10, 1966.

SENATE FINANCE COMMITTEE,
Senate Oflioe Building,
Wa8hington, 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.S. producers and then compete
with them 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.

64-887-0G----22
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It is absolutely esseiitial for the survival of our business that we continue to
obtain low cost import raw material.

Yours very truly,
W. 0. GREEN,

Vice President.

ROBLIN STEEL CORP.,
North Tonotcnda, N.Y., June 18,1916.

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 proflability 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. ROBIN, 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 Committee 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 do 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 agreements 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 testimony, 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-products 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 increased U.S. import re-
strictions against imports of steel 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 S. Res. 149
falls considerably short of that objective.

I look forward with considerable interest aid anticipation to future dialogues
with you on this and other aspects of U.S. foreign trade policy.

Sincerely yours,

JOHN. W. HIGHT, Executive Director.

FLORIDA WIRE PRODUCTS CORP.,
North Miami Beach, Fla., Junc 16,1966.

SENATE FINANCE COMMITTEE,
Senate Office Building,
Wash ington, 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 impossibilty.

We, therefore, 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, Inc. 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 smnall 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 S. 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, 1965, 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 convincingly 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.&% 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.S. 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, etc., etc., 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, i.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 steel 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) .

The same reasoning, of course, applies to the other countries mentioned in S.
Res. 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.S. 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 sriall 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.

CONCLUSION

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.S. 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.,

Hon. RUSSELL B. LONG, Pitt8burgh, Pa., March 9, 1966.

Senate Office Building,
Wahington, D.C.

My DEAR SENATOR LONG: You may be Interested in the enclosed announcement,
released to the press on March 2.

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.

NEws RELEASE, PUBLIC RELATIbNS DEPARTMENT, JONES & LAUGHLIN
STEEL CORP.

PITTSBUROH.-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 113 years ago.

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

Shutdown of the nail mill, which now only employs less than 100 workers, is
expected by March 31. 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 employed about 300 workers.
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Mr. Stephens also ilnted out:
"The closing of the mill mill will adversely affect the excellent product diver-

sifleation of the Aliquippa Works, a condition credited for the plant's unusual
record of employment stability through good business cycles nttid bad.

"Reduction In the number of products we offer for sale Is a threat to Jobs for
our men, the families they support and the rewards they enjoy fromt their labor,"
Mr. Stephens concluded.

J&T,'s nail lnll, rated nuong the largest In the Industry, has been located at;
Aliquippa since 110. Its monthly production capability was more than 6,000'
tons of nalis. Typical nionthly produelon recently was approximately 800 tons.

J&L estimated that since 1853, it has made more than 555 billion mills, enough.
to build more than eight million franie houses.

JONEM & LAUIIIIN STiI*, COlia.,
Pittsburgh, Pa., June 21, 1U66.

loi. ItsSsLr. It. LoNG,
chairman , Commnittee on litiance, U.S. Senate, Washigton, D.C.

.)NAH MRm. CirAIaMAN : In response to your notlce of hearings oil Senate ltesolu-
lion 149, Jones & Laughlin Steel Corporation wishes to supplement the testimony
submitted by the Anierican Iron and Steel Institute and the Tool and Stainless
Steel Industry Conmmittee. We endorse the testimony of these witnesses. We
feel that In addlht ion some examples of the impact of steel Imports on the markets
of a particular company ninny bo useful lit your deliberations. I believe you will
agree that there Is no substitute for the loss of markets.

Iy way of background, we should identify Jones & Laughlin Steel Corporation
as the 0th largest, steel producer in 1065 in terns of steel ingot iroluhtion. We
have manufacturing, ililnng and fabricating operations in 1.1 states and Canada,
and in addition operate 80 steel service centers, specialty warehouses and supply
delwmtm in many etlies scattered throughout the United States. J&l, sales ap-
proximate $1 billion.

Jones & Lautghlin Steel Corporation is a fully Integrated steel eonpamy and
manufactures till principal steel products except heavy strmcturais, heavy plates
and rails. Included in our product line until recently was a line of merchant
trade wire products such as nails and staples, barheil wire and woven wire
fence. Within the past two years we have eliminated these products from our
line of manufacture because we have not been able to meet the price levels estab.
Ilshed by foreign comlpe tition. Our experience Is not unique atnd the impact of
foreign steel on domestically produced merchant trade wire proilucts has been
felt widely throughout tile Industry. For example. by the end of 1964 imported
woven wire fence represented 28% of the domestic market. Imported barbed
wire represented 48% of the market. In the case of nals and staples these Im-
ported products represented 50% of the domestic market. The monthly prslue-
tion of our nail mill, whleh was one of the largest in the Industry, formerly ap-
proximuted (.000 tons per month. Just prior to the shut down of this mill this
year, our average monthly production was approximately 800 tons. These ex-
miiples of prodnhts historically made by this company which we no longer make

(lite to steel Imports can be regarded as case histories of what may happell to
other produces and to other companies. A oase in itnt tit the domestic market
for wire rods. The last figures we have Indicated that approximately 1.3 ml-
lion tons of rods were Imported last year, representing almost 50% of the dollies-
tic market. We are al Important producer of wire rods and have through a
combinittion of capit al spending and profit sacrificing price reductions mahrtained
our position tin terms of production, hut not In terms of reasonable economic re-
turn. Inciellntally, we should pint out that over the past 10 year, we have
spent more thon $750 million for expaimlon and cost reduction facilities Involv-
Ing new technology and new processes throughout the company. Tills is cited
to prove the pmint that we are not seeking protection for obsolete equipment and
hieffmcent plants and facilities.

Tie examples whih we have cited cau be duplicated elsewhere in the Industry.
They are submitted now to provide focus by product Illustration of the partial
Impact of steel Imports oil one company statistically included in tie Industry
testimony by the American Iron and Steel Institute witness.
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There is cause for further concern as we look Into the future. The merchant
trade products are used i the form Imported as they are tinilshtl products. In
addition, there is rapid growth in the Importation of millions of tons of other
steel mill products, such as sheets, plates, shapes, and tin plate that are Imported
to be further fabricated iln the United States before being assembled into the
end product. Our observation Is that steel production and manufacturing Inter-
ests abroad always try to add additional tian hours to their exported product
to Increase Its value. Thus, tie problems of the future mi,ht also be the Importa-
tion of fabrihated steel products. The economic reasons that exist for steel con-
suting nietalworildg Industries to operate i the United States will become less
and less valid, if the steel they consume Is to be produced by foreign steel mills.
The obvious alternative would be for American fabricators to produce their steel
conlllents abroad.

It is our view that a study of the steel import situation to Include the various
subjects suggested by the American Iron and Steel Institute Is necessary In
order to produce a factual basis on whieh to determine (lie need for remedial
action by our government. Among other things, tills 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,
CIHARLO M. BFOHLY.

JUNE 15, 1906.
Subject: Senate Resolution No. 149
Senator VANCE 1iAITRE,
!T.. 'e,?ate,
WashIMgton, D.C.

l,)A Sin: We operate an independent wire mill that Is primarily engaged In
tile converting of high carbon spring wire for the manufacture of bed and
furniture springs. Our prime competition tit this Indumstry are the domestic
Integrated steel companies and foreign Importers of the finished spring wire.
In order for us to obtain tie necessary amount of this business, being a small
Imlependent mill, we must sel! our wire at less than the domestic price, at the
samttie time, maintaining equal or sulerior quality.

The domestic bmse price for the wire Is $9.00/cwt and the domestic raw
material (rods) is alproximatfely $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 anm sure you realize what
would happen to the indelmdent wire mills, such as ours, If restrictions and
embargoes were placed on the imports of steel rods.

Our policy is and has been "buy American" and we are constantly requesting
prices from the domestic mills In at effort to obtain a comlmtltive price that we
can live with; but because they are our prime competition in the finished prod-
uct. they do not, and apparently will not, negotiate the price on a competitive
basis. This brings up an Important point-because of previous Indications, if
all Imports of steel rods were stopped, we do not believe the domestic Integrated
mills could supply the Independent mills with their requirements. In obtaining
price and delivery Information, in every case, the domestic mills have reduced the
required quantities, plus offered extended deliveries that we could not live with.
This, to us, means that they either do not have sufficient production capacities
or, for competitive reasons, do not wish to supply us.

We believe It would be most unfair If the independent mills are restricted from
competing for tills raw material available on the world market, while at the
saine time, tile domestic Integrated mills are allowed to purchase their raw ma-
terials, Iron ore, without restrictions, from the world markets.

Sincerely,
U. F., DAn.",

General Manaper, Isaneo Wire Products, I mo.
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FALCON FOUNDRY Co.,
Lowellville, Ohio, June 15, 1966.

Subject: The merchant iron industry of the United States.
Hon. Senator HARTHE,
Chairman, Senate Finance Committcc,
Senate Offlcc Building,
Washington, D.C.

MY DEAR SENATOR HARTKR: My name is Ralph W. Skerratt, and I am writing
to you as president of a small non-ferrous foundry in the small village of Lowell-
vllle, Ohio, where we employ less than 100 people, and are engaged in the manu-
facturing 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, whereas our government charges less than 200/ton on iron imports fr-om
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 10&)5 cost the
American 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 preparedness
progromj.

As the president of Falcon Foundry Company concerned with the welfare of our
small corporation as suppliers to. the merchant iron blast furnaces, we would
seriously petition you as chairman and the other members of the subcommittee
currently looking into this vast problem to immediately rectify the tariff
iniquities surrounding the movement of pig iron.

It is most difficult to understand our vigorous campaign to stop communism and
the threat of communism throughout the world and still permit imports from
behind the Iron Curtain.

We must provide the sick merchant iron business of this country with tariff
safeguards that will enable them 'to once again consider expansion of their
facilities rather than contraction of their facilities.

Please believe me when I state, in closing, that Falcon Foundry Company, while
a very small company, does have a vital ,stake in the health and welfare of the
merchant iron industry of this great nation.Respectfully yours, RALPH W. SKERRATT, Jr.

Preshienl and General Manager.

A. P. GRmN REFRAdTOnIES Co.,
Mexico, Mo., June 14, 1966.

ion. VANCE HARTIE,,
U.S. Senate,
Washington, D.C.

MY DEAR SENATOR HARTKE: Our Company produces refractory materials 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 refractories
industry is a very basic and important one in our United States economy.
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Naturally we are very sensitive to the demands of our customers, especially the
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 23% of domestic shipments. Ten years ago In 1956
imports were only 4.1% of domestic shipments. Each successive year since 1061
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 imports 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 1966 it has been 65,326 tons against
none in the first three months of 1965.

Even 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. In addition the Common Market producers have a 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, recommending action by the Senate
Finance Committee that steps be taken to prevent further deterioration of this
very basic 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,
W. S. LowE.

CONSOLIDATION COAL CO., INC.,
Pittsburgh, Pa., June 17,1906.

Hon. VANCE HARTKE,
U.S. Senate,
Washington, D.C.

DEAR SENAT01 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 1905, shipments of
pig iron by this industry amounted to 3.9 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 1968
to reduce further the output of the merchant pig iron industry.

Steel is a vital component in the American economy. It should not be Rur-
rounded by uncertainties such as the steel imports have generated. I am con-
vinced that we should have the facts on these imports 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 imports
on the economy.

Sincerely yours,
G. A. SHOEMAKER, Prcsitdcnt.

ROCHESTER & PITTSBURGH COAL CO.,
Indiana, Pa., June 14, 1966.

Hon. R. VANCE HARKR,
Senate Finance Committee,
Senate Offe Building, Washington, D.C.

DEAR SENATOR HARTKE: 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 Iteel 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 payinc'its
is adverse.

Accordingly, we respectfully request that your Committee give consideration
to this aspect of economic Impact of foreign imports of iron and steel and that
such action be take.. by your Committee to prevent excessive imports of these
articles to the detriment of our domestic iron and steel Industry as well a's we
basic suppliers of raw materials.

Very truly yours,
C. J. POTTER.

AMERICAN ALLSAF CO., INC.,
Buffalo, N.Y., June 13, 1166.

Hon. SENATOR VANCE HARTKE,
Senate Offce Building,
Wa8hington, 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-
selves who depend to a large extent on the 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.

THE E. W. BuIss Co.,
Canton, Ohio. June 18, 1966.

Hon. VANCE HARTKE,
Senate Office Building,
Washinqton, D.C.

DEAR SENATOR HARTKE: I am 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.

H. 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 diligent in your deliberations to asure
that nothing will jeopardize our reliable domestic sources of supply for raw,
semi-finished and finished ferrous products.

Very truly yours,
CARL E. ANYaFzso.q.

Chairman and President.

(From the London Financlal Times]

STEEL IMPORTS BEING WATCHED

(By Our Industrial Reporter)

THE IRON AND STEEL 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 situation worsens--some 527,000 tons, came in between January
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 RISE

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 capacity.

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
include Belgium, the Netherlands, W. Germany, France, South Africa and
Norway.

The Steel Board is believed to regard the level of imports with some dis-
appointment, particularly after last year's substantial cutback from 1964'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.


